
What will Your Retirement Look Like? 

 

When was the last time you and your spouse REALLY discussed retirement?  I believe it is important to 
take a hard look at what retirement means to each of you (how are you going to spend your time) and 
how much money you will need to maintain the lifestyle when you are retired? 

Quantitative Aspects 

Since I am a numbers guy, and the numbers (assets) usually dictate the qualitative aspects of retirement 
let’s look at the numbers.   

A primary problem of retirement is your longevity.  Most people understand they could live longer lives 
but somehow don’t want to embrace what that could mean in terms of amount of assets needed and 
underestimate their asset needs. 

According to Ron Gebhardtsbauer, a professor of actuarial science at Penn State University, he has 
concluded: 

 A 65 year old man today has a 30% chance of living until 90 

 A 65 year old woman today has a 40% chance of living until 90 

I have seen studies which look at a couple that is married and 65, the probabilities of one of them living 
to age 93 is over 40%.  Let’s think about that a second. If a couple retires at age 65, we are talking about 
possibly living 25 years in retirement.  

The math behind the answer to living 25 years in retirement is: 

1. how much you have saved (accumulation) 
2. how much you spend on a yearly basis (decumululation) 
3. how do your investments perform when retired  

Then there are the external factors which will increase your need for increased savings which may not 
be able to be fully quantified at this time. Just some of these factors are: 

 Politics - there are no political action committee lobbying congress, on your behalf if you are a 
millionaire. 

 Taxes - with the US Federal deficit and the unfunded liabilities, who is the IRS going to get more 
money from, someone making $50,000/yr in wages or someone who is making 500k/yr.   

 Low interest rates - In 1988 you could find bonds which paid 15% interest. Now bond rates are 
so low that you may actually lose money if rates increase (normalize). 

 The cost of medicine and medical insurance – I can’t even guess what is going to happen to 
these costs.  Again, the wealthy will be asked to pay more than their fair share.  

 The continue increase cost of long term care insurance and money spent in LTC – This is a wild 
card.  I am of the persuasion that if you are married and when you are 65 have one million 
dollars or less, that you will probably run out of money when retired and be dependent on the 
government so why buy LTC insurance?  If you have 2-3 million at age 65, in today’s dollars, it 
may make sense for you to buy LTC insurance. If you have greater than 5 million dollars and not 



have a large spending habit, you can probably self-insure.  These are just general rules of thumb 
and have many variables which may alter the calculus for each family.  

 

 

The 3% rule – previously the 4% rule  

What you really need to do in order to put this into perspective is say, okay, we are married and are 65 
years old in 2013.  We are millionaires.   Our home is paid off and we are sitting pretty.  

Hmmmm. Let’s look closer at this situation.  If you saved a million dollars you probably had a pretty 
good income from your profession. In order to make your million dollars last you could take out 3%/year 
and increase that number each year for inflation; this would give you a very good chance of having 
assets to draw down until at 92.  Hmm 3% of 1 million dollars is 30K/yr.  How does living on $30K work 
for you? You say no. 

How about we assume 3 million in assets at age 65 and draw $90K/year before taxes. 

 

The Math of the 3% rule 

$1 mm at 65= $30,000/yr.  
David Blanchett of Morningstar Investments believes a 4% annual withdrawal rate will give you 
a 50% chance of your nest egg lasting 30 years. 
 
According to a report by Wells Fargo, 35% of the middle class expect to work until age 80 or 
until they can no longer work.  
 
I have left Social Security payments out of the picture.  So I am looking at a worst case scenario 
of no Social Security payments.  I believe for people whom the Federal Government deem 
“affluent”, these people will be paying a higher percentage of their net worth in taxes and 
healthcare etc. than the non-affluent.  The non-affluent will have more subsidization since the 
median income currently is below $55k/yr (according to the NY Times article by Robert Pear 
published 8/21/13) and the average savings of a 50 year old is less than $50,000!  
See some interesting stats at: http://www.statisticbrain.com/retirement-statistics/ 
 
 The non-affluent are going to have to have subsidization.  But here is the kicker, in my opinion, 
>90% of the population is living beyond their means and are not saving enough to  spend 25 
years in retirement.  

 

Generally speaking  I would suggest, save a lot more money than you think you will need, have a 
conversation with your spouse about what retirement means to each of you and plan to work until at 
least age 67. Lastly, sit down with a planner, not just an investment planner, to see how you can make 
the 3% rule work for you when you retire. 

 

http://www.statisticbrain.com/retirement-statistics/
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