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YOU’RE JUST A FEW YEARS AWAY
FROM RETIREMENT
After a successful career, you’re looking forward to the “retired life” you have always
envisioned. Maybe you want to travel more, visit family, or learn a new skill or two. But while
you’re busy daydreaming about your future, one question won’t escape your thoughts:

“Do I have enough saved to retire comfortably, take care of any health
concerns, and still live the life I’ve always dreamed of?”

What you do in the last 10 years before you retire can make a major difference in the quality of
your life in retirement. Age 55-65 is a critical period to get a realistic assessment of how
financially prepared you are. Many people put off planning for retirement until just before it
happens. This can be a big mistake as the moves you make in the years prior to retirement are
more important than most people realize.
To retire well, you need a holistic plan, one that reviews every area of your financial life. When
you address each area strategically, you will be better prepared for the retirement you deserve.
Get a jumpstart on your retirement goals now. You still have time to make a difference. Begin
by reviewing five of the areas that are critical to a good retirement plan.
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KNO W H OW MU C H Y OU
NE E D TO R ET IR E
As you begin to look toward retirement, the first step is to take a look at your financial situation and
calculate how much you will need monthly to maintain your current or desired standard of living.
Gathering information on your expenses, investments, and assets will give you the tools you need to
determine what steps to take so you are prepared for retirement.

HERE IS WHAT YOU WILL NEED:
List and categorize all your living expenses (after income taxes) into two categories:
basic needs and wants.

LIST ALL ASSETS AVAILABLE TO MEET YOUR DESIRED CASH FLOW GOAL:
This includes investment and real estate assets, streams of income such as pensions and Social Security, and
inheritance. Don’t include the equity in your primary home unless you plan to downsize.

MEDICAL COSTS:

ESTIMATE YOUR LIFESPAN IN RETIREMENT:

At age 65, you will be eligible for Medicare, and cost

Making sure that your assets will carry you through

varies depending on the type of plan you choose. An

retirement is an important step in assessing what

individual can obtain the high-end plan covering all

action you may need to do now to confidently retire.

medical costs for roughly $500 a month; however, a

Most people underestimate how long they will live

more basic plan (HMO) is available for much less.

when planning for retirement. Advances in medical

Also consider the added cost of long-term care (see

treatments and procedures will allow many of us to

Step 5).

live longer and healthier lives well into our 90’s.
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ESTIMATING

INFLATION:

How long you will live based on your current health

Often overlooked, inflation should also be calculated

and family history can give you better idea of how

into your retirement planning. If $10,000/month is

many years of retirement you will enjoy. For example,

good now, in 20 years you may need $18,000/month

if you retire at age 65 and live to be 97, you will need

to cover the cost of inflation at 3 percent per year.

to plan for 32 years of income to carry you through
retirement.

All of this information is used by a financial advisor to assess your retirement assets and predict the probability
of you reaching your goals in retirement. A good financial advisor will use sophisticated software to show you the
probability of meeting your retirement needs given your current or projected level of assets.
A word of caution. Although you may find software online that claims to be able to give you this information,
they are only as accurate as the assumptions behind the model. Guessing or using outdated “rules of thumb”
when inputing information yourself, can leave you short of assets in retirement. For example, most of the best
analysts and top investment firms are predicting lower rates of return going forward. A skilled financial advisor
will know the most accurate and up-to-date return assumptions and be able to get you a more accurate
projection. They will also know all of the options available to help you improve the picture.
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DETERM I NE Y O UR R ISK TOL E R A N C E A N D H OW
HARD Y O UR M ON E Y H A S TO WOR K
Investments are a large part of your ability to generate wealth after retirement. As you age, your
retirement assets may need to shift from more risky investments to safer, more diversified investments.

KNOWING YOUR RISK TOLERANCE BEFORE INVESTING IS VITAL.
One way to asses your tolerance for risk is to take a risk survey to help you discover how you are likely to
emotionally react to losses in your portfolio. If you are married, it’s important that you both take the survey so
your financial advisor can ensure the investment portfolio is balanced to meet both of your needs.

A QUALIFIED FINANCIAL ADVISOR...

TO REDUCE THE RISK OF PORTFOLIO LOSSES,
ASSET ALLOCATION IS CRITICAL.

will have you complete a risk assessment and will
create an asset allocation plan that will balance your

Traditional investments consist of mostly stocks,

tolerance for risk with how hard your portfolio has to

bonds and cash. Many investors are unaware of the

work to meet your retirement goals. Although you

many alternative investments available that can help

may find online tools that purport to do this, most of

retirees reduce risk, produce income, and increase the

them are simple marketing gimmicks and will not

odds of their money lasting in retirement. These may

give you an accurate assessment, potentially putting

include adding real estate, private equity, or various

you at greater risk. The goal for any good financial

insurance products to your traditional portfolio.

advisor is to create an asset allocation plan that you

Your financial advisor can help you determine which

can stick with and not unwind during stressful times,

of these might be a good fit for you based on your

such as a 2008 stock market downturn.

retirement needs and risk tolerance.

Diversification does not assure a profit or protect against loss in declining markets, and diversification cannot guarantee that any objective or goal will be achieved.
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RE DU C E TA X ES N OW
& I N R E T IR E M EN T
Just as you have an overall asset allocation that is optimum to meet your retirement goals, there
is also a tax allocation that will help you minimize taxes over your lifetime.

The majority of investors have all or most of their

There are asset types that, if held outside of an IRA

money in traditional retirement accounts. When that

account, can provide tax-favored or even tax-free

money is then distributed to the retiree, it is taxed

income. These might include real estate, which can

fully at ordinary income tax rates, the worst possible

produce partially tax-free income due to depreciation

tax rate.

and interest write-offs. It may also include tax-free
bonds or preferred stock which pays qualified

THIS TYPICALLY RANGES FROM 25-39.6%.

dividends taxed at a more favorable rate. Additional-

Having a plan to reduce income taxes during your

ly, tax-free income can be generated by certain life

retirement by diversifying your retirement assets will

insurance products as well as tax-free retirement

allow you to keep more of what you have earned and

accounts such as Roth IRAs and Roth 401(k)s.

saved.
Having your financial advisor create a tax-efficient
Ideally, retirees want to have a mix of taxable and

distribution plan for retirement can reduce your tax

tax-free income to keep taxes low in retirement.

bill as well.

While still employed, there is a lot you can do to position your assets in order to minimize taxes in retirement.
A financial advisor can help you assess where your money is positioned from a tax perspective and how it is
allocated between taxable, tax-deferred, and tax-free accounts.
This can help minimize the taxes that you owe during retirement and possibly make your money last an additional
5 to 10 years.
Innovative Wealth Strategists does not provide legal or tax advice. You should consult a legal or tax professional regarding your individual situation.
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M AX I M I ZE Y OU R C OM PA N Y
B EN EF IT S
Many employees aren’t familiar with or take advantage of all the benefits available to them. This is true
whether you are an employee, executive, or own your own company.

One benefit that most companies provide their employees is
the ability to contribute toward retirement with pre-tax or after-tax dollars.
Most employees tend to pick pre-tax dollars that allow for tax-deferred growth, but this can often be short-sighted
in terms of overall tax savings. Having tax-free income in retirement will help you keep your taxes low and there is
always the risk of potentially higher tax rates in the future. To know if you should take advantage of your
company's after-tax plans, consult a financial planner who can look at all of your assets and integrate it with your
overall financial plan.

EXECUTIVES MAY ALSO HAVE ACCESS ...

FINALLY, YOU SHOULD CONSIDER ...

to various stock plans and nonqualified deferred

taking advantage of your company’s free or

compensation plans that allow them to set aside more

discounted disability insurance if it is offered. The

money for retirement. Self-employed individuals can

financial consequences of an illness or injury

set up retirement plans designed to skew benefits to

preventing you from earning an income during your

the owner, resulting in a significant reduction in

biggest earning years could be devastating to your

income taxes and allowing much larger retirement

retirement. Many employers offer benefits such as life

savings. This can obviously move the needle in terms

or long-term care insurance at “discounted rates” for

of meeting your retirement goals in your later work-

their employees. Don’t automatically assume this is a

ing years, but talking with a financial advisor to

good deal. Often, individuals are able to find a better

ensure this is done legally and is the best option for

plan in terms of product features and cost by

you is important.

shopping and purchasing it on their own.
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P RE PA R E N OW F OR
L O NG -T ER M C A R E
Most people prefer not to think about long-term care or don’t think that they will
need it despite the overwhelming statistics that they will.

Most people prefer not to think about long-term care

$125,000 for home care³. It can take decades to

or don’t think that they will need it despite the

accumulate the assets you’ll need to retire, but just a

overwhelming statistics that they will. According to

few years of paying for long-term care to go through

the Department of Health & Human Services, one

a lifetime of savings.

out of every two Americans turning 65 today will
need long-term care coverage during their lifetime¹.

To determine whether or not you should purchase

One out of three individuals over the age of 85 suffer

long-term care insurance, the first step is

from Alzheimer’s². Long-term care expenses are not

determining whether you have enough assets to

covered by Medicare and can be significant.

self-insure. If you are a married couple, can you
afford this risk without jeopardizing the financial

According to the Genworth 2017 Cost of Care Survey,

well-being of your surviving spouse?

the annual median California cost of care in 2016
was $116,435 for a private room in a nursing home

If you are unsure or the answer is no, then it’s worth

and $57,200 for home care. With LTC outpacing

considering long-term care insurance. There are

inflation, in 20 years, that can increase to over

several types of long-term care strategies available,

$255,000 for a private room in a nursing home and

but to simplify, we will break it down into two types:
traditional policies and linked-benefit policies.

¹Department of Health & Human Services, “Long-Term Services and Support for Older Americans: Risks and Financing,” ASPE Issue Brief,
Https://aspe.hhs.gov/sites/default/files/pdf/106211/ElderLTCrb-rev.pdf, revised February 2016, page 1.
²Alzheimer’s Association, “2016 Alzheimer’s Disease Facts and Figures,” Alzheimer’s & Dementia,
http://www.alz.org/documents_custom/2016-facts-and-figures.pdf, 2016:12(4), page 17.
³Genworth 2016 Cost of Care. www.genworth.com/costofcare. ©2016 Genworth Financial, Inc.
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TRADITIONAL LONG-TERM CARE INSURANCE

For example, let’s say a 60-year-old married couple

POLICIES CAN VARY, BUT BASICALLY, YOU

in reasonable health decides they want to buy

ARE PURCHASING A “POT OF MONEY” THAT

traditional long-term care insurance, and we decide

CAN BE USED TO PAY LONG-TERM CARE

to purchase $5,000 a month of coverage for each of

EXPENSES FOR A SET PERIOD OF TIME THAT

them for four years. The coverage will increase 3

YOU PRE-SELECT.

percent per year to partially offset inflation. So, 25
years later, if one of them needs long-term care,
they will have $10,468 a month to pay these costs
and the benefits are tax-free .

When you look at the economics, if you end up needing long-term care for any length of time, the insurance makes
sense. What people don’t like is the idea of paying premiums for years and having the money go to waste if not used.

One of the newer solutions offered is what we call a

The appropriate solution will depend on your

linked-benefit policy or asset-based LTC insurance.

situation, and there are many variations to the two

There are many ways to structure this policy, but to

strategies presented above. It is important to have

simplify, you may make a one-time premium

someone familiar with these solutions and the

payment that buys you long-term care coverage for a

context of your situation.

predetermined period of time.
Additionally, it is important to look into this when
If the the policy is not needed, then you are able to

you are younger and relatively healthy. As with all

choose between a return of premium or a death

insurance, the healthier and younger you are, the

benefit option. The appeal of this product is that it

lower the costs. If you wait until retirement, you may

more fully covers long-term care expenses if needed,

find it difficult to qualify due to health problems.

and if not fully used, your loved ones will receive the
balance as a death benefit.
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THESE ARE JUST SOME OF THE FACTORS
TO CONSIDER AS YOU PREPARE TO TRANSITION
INTO RETIREMENT.
The actions you take in the final decade before you stop working are crucial
to getting the next phase of your life off to a smooth start and successfully
creating the retirement you’ve worked so hard for.
But this list is not complete.

Over the next few weeks, you’ll receive by email a few
additional areas that should be part of your retirement plan.

The right retirement plan doesn’t happen by accident. It’s the result
of careful and thorough planning. When you do the work in each of
these areas, you’ll gain the clarity and confidence you need to reach
your retirement goals.

Bruce Horowitz (CA Insurance License #0B66129) is a Registered Representative and Investment Adviser Representative with/and offers Securities
and Advisory Services through Commonwealth Financial Network, Member FINRA/SIPC, a Registered Investment Adviser. Fixed insurance
products and services offered through CES Insurance Agency.
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