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Executive Summary
Benefit plan trends are forcing individuals to take
more responsibility for their own retirement,
particularly with regard to the management of
resources after retirement. Risks after retirement are
complex and interacting. At the same time research
in financial literacy and behavioral finance have
highlighted gaps in general knowledge that help us
understand why managing these risks is very
challenging and why many people need help from
advisers.
The Society of Actuaries (SOA) has sponsored a
variety of research projects and paper calls focused
on post-retirement risk starting about 15 years ago.
This research has helped us to understand what the
risks are, gaps in knowledge about the risks, and

how individuals think about managing these risks.
It has also enhanced understanding the resources
available for retirement, particularly among the
middle market population segments. The research
provides a number of insights than can help
advisers as they work with their clients to plan for
the post-retirement period. Highlights of the
findings are as follows:
■ Planning horizons are often too short, and many
people fail to plan at all. Many people do not
understand longevity risk and it is common to
underestimate longevity, and to fail to
understand variability. Couples may not
realize that they need to plan for the lifetime
of the one who will die last
■ The risks that concern retirees and Americans
near retirement most are paying for health care
in retirement, keeping their retirement resources
up with inflation and paying for long-term care
when needed. These risks have been the top
risks over 10 years
■ The most popular methods of risk management
are eliminating debt, saving as much as
possible and reducing spending. Use of
financial products is not a favored method of
risk management, except for the purchase of
health insurance including Medicare
supplements
■ Many people have not focused well on the risk
of long-term care, what is covered (or not
covered by Medicare), and its potential impact
on them and their family
■ Middle-mass households are resource
limited and have severe challenges in
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affording retirement. Mass-affluent couples are
generally well positioned for retirement
For middle-mass and mass affluent households
nearing retirement age, non-financial assets
(primarily housing) at the median are about
70% of assets (excluding the value of defined
benefit [DB] pensions and Social Security). For
these groups, age at retirement and age at Social
Security claiming are critical planning issues.
More work is needed to understand effective
options for use of housing assets
There is a very large difference between when
people actually retire and when they say they
expect to retire
Many people do not understand the impact of
the death of a spouse
Software and tools to support advisers are
widely available, but many of them leave much
to be desired when advisers and individuals are
seeking support in planning for the
post-retirement period

Introduction
The Society of Actuaries (SOA) has sponsored a
variety of research projects and paper calls focused
on post-retirement risk starting about 15 years ago.
There are a number of interesting findings that can
help advisers in working with their clients. This
paper will set forth the context for thinking about
the post-retirement period today, and then provide
key research findings framed for advisers. Most of
the SOA research is focused on the population at
large. The results of this research can be found at
http://www.soa.org/research/research-projects/
pension/research-post-retirement-needs-andrisks.aspx.

Context
As the research results are considered, it is
important to consider context. Economic and
business conditions have led to more global
competition, less dollars for retirement and retiree
health benefits and challenges for individuals
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managing on their own post-retirement. Since
2007, the financial atmosphere around the world has
experienced frequent change. The 2008 downturn
experienced in the United States has been followed
by a roller-coaster-like recovery period. The longer
term economic and business environment has led
to major changes in the structure of employee
benefit plans including:
■ A major shift from defined benefit (DB) plans
to more defined contribution (DC) plans has
continued for more than two decades,
affecting companies of all sizes. The decline in
employer sponsored DB plans has continued
and more plans have been frozen. While about
half of people at retirement ages today have
some benefits from DB plans, this will decline
over the next decade, making personal risk
management even more important
■ Employers have cutback retiree medical
benefits including discontinuing plans for
new retirees, and increasing contributions and
co-payments
■ Individuals are faced with greater responsibility
for retirement security. As DC plans have grown
in importance, plan sponsors have learned that
defaults are extremely important to successful
retirement outcomes, leading to more use of
auto-enrollment, auto-increases and default
investment options linked to career stage
■ Nearly all DC plans and a significant number
of DB plans as well offer lump sum options as
the method of payout
As we consider these changes in plans, we also need
to consider related societal issues and their link to
retirement planning:
■ Life expectancies have been steadily
increasing, increasing periods of retirement if
there are no changes in retirement ages
■ There have been two major declines in equity
markets as well as increased volatility. Some
DC default investment options have been
structured to both include equities and limit
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downside risk
Unemployment has been a persistent problem
in the last few years. Retirement planning needs
to factor in the risk of job loss, and emergency
resources are vital
There is growing recognition of the importance
of Social Security claiming age in retirement
security. This is particularly important for
middle and lower income individuals
A growing body of knowledge on financial
literacy documents concerns about financial
literacy and the fact that many Americans lack
basic math skills, knowledge of compound
interest and basic knowledge about investment
markets. Advisers need to be aware that
rational economic analysis often will not
explain personal decisions. Advisers need to be
aware of knowledge gaps and be skilled in
framing messages to help clients think longer
term
There are many advisers available to work with
higher net-worth individuals, but it is
challenging for lower and middle income
individuals to find reliable affordable advice
There is increasing acceptance of work usually
redefined in some way as part of retirement.
Advisers focusing on broader issues may wish
to help clients think about their plans for
work later in life and how to realize them
There has been a major decline in the housing
market over the last few years, with the impact
of the decline being very different depending
on geographic area. The U.S. has also moved
from a situation of extremely liberal rules for
borrowing on home purchase to a very tight
mortgage market. There continue to be a
significant number of foreclosures and
foreclosed properties are a part of the
continuing housing market. Foreclosures and
a deeply depressed market offer both a threat
and opportunity. There are major problems for
those people counting on selling houses, and
challenges for those who are underwater.

■

■

■

However, people nearing retirement and retirees
who seek new or second homes can benefit
from the attractive purchase opportunities in the
housing market. Because housing is a major
part of many people’s net worth, integration of
housing issues into retirement planning is
increasingly important
The housing market has become a barrier to
relocation for many people, either at retirement
or as part of a job change
Healthcare costs continue to rise at a rate faster
than the general inflation rate, and they tend to
reduce what is available for employer
spending for retirement benefits. How to get and
pay for healthcare coverage is a critical issue,
particularly for those who plan to retire early
Fiscal policy has maintained interest rates at a
low level. This creates added challenges for
those who wish to move to more conservative
investments

Key Research Findings
This section of the paper will present some of the
most important research findings from the
cumulative work of the SOA post-retirement
research effort. Highlights of the work are
presented here, and the full studies and additional
work are available on the website mentioned
earlier.
The highlights presented here are primarily from
the SOA Risks and Process of Retirement survey
series, the Segmenting the Middle Market – Parts
I and II, and two studies on how retirement
planning software addresses post-retirement risk.
Each of these studies provides insights that can assist
advisers in their regular work.
Key Finding: Pre-retirees are generally more
concerned about risks than retirees and the top
three risk concerns appear repeatedly. The
author’s opinion is that retirees are not
adequately concerned.
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F IGURE 1 A : % OF R ETIREES V ERY OR S OMEWHAT CONCERNED ABOUT
M AJOR R ISKS 2
Year of Survey

Health Care
Risk3

Long-Term Care
Risk4

Inflation
Risk5

2011

61%

60%

69%

2009

49%

46%

58%

2007

51%

52%

57%

2005

46%

52%

51%

2003

46%

48%

57%

2001

43%

NA

55%

F IGURE 1 B : % OF P RE - RETIREES V ERY OR S OMEWHAT CONCERNED
M AJOR R ISKS

ABOUT

Year of Survey

Health Care
Risk

Long-Term Care
Risk

Inflation
Risk

2011

74%

66%

77%

2009

67%

55%

71%

2007

69%

63%

63%

2005

75%

61%

65%

2003

79%

66%

78%

2001

58%

NA

63%

Source for Figures 1a and 1b: 2001 to 2011 Society of Actuaries surveys of Risks and
Process of Retirement

This is a key finding of the 2011 Risks and
Process of Retirement Survey1. This has also been
a major finding in all years, and cuts across the
different areas of risk. The risk survey results have
been remarkably stable over the six surveys. Over
the entire period, pre-retirees were consistently more
concerned than retirees. The areas of most concern
for retirees and pre-retirees have consistently been
concern about paying for adequate health care in
retirement, concern about not having enough
money to pay for a long stay in a nursing home or
a long period of care at home and concern that the
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value of savings and investments will not keep up
with inflation. The relative positioning of the top
three changes, but these risks are the persistent top
three.
The results showed increased concerns about risk
on the part of pre-retirees in 2003 (after the terrorist
event in 2001 and the market conditions in 20012002) and again in 2011 on the part of pre-retirees
and retirees. The increases in concern from the 2001
to 2003 survey reflected shocks that concerned
many Americans, but the changes in survey results
from 2001 to 2003 had essentially disappeared by
2005. The 2011 survey follows several years of
market instability and depressed housing prices, as
well as higher unemployment. Since the changes
from the prior survey results did not appear in 2009,
it seems possible that it was the longer period of
instability that affected results. It is unclear whether
the higher levels of concern expressed in 2011 will
persist. Inflation has been a major concern for the
last decade even though inflation rates have not been
high overall. However, health care inflation far
exceeds general inflation, and Medicare Part B
premiums have been increasing. And food and
energy costs have also been increasing substantially.
While Social Security is indexed for inflation, it has
not gone up as quickly as Medicare Part B
premiums, and it did not increase at all in some
years. Most or all of the balance of many retirees’
income does not get adjusted for inflation. So many
retirees are seeing more of a personal impact from
inflation than would be indicated by the CPI
overall. In addition, some people are very
concerned about much higher long-term inflation.
Methods of protecting against inflation include
purchasing inflation indexed annuities or investing
in TIPS. Some people invested in equities or
housing to protect against inflation, but neither is
a perfect match, and housing values have been
depressed for a number of years, and may well stay
depressed for several more years.
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F IGURE 2: U SE OF R ISK M ANAGEMENT STRATEGIES FOR F INANCIAL R ISK M ANAGEMENT
Strategy6

Retirees:
Already
done (%)

Retirees:
Plan to do
(%)

Pre-Retirees:
Already
done (%)

Pre-Retirees:
Plan to do
(%)

Eliminate all of your consumer debt

60

23

45

46

Try to save as much as you can

53

25

47

42

Completely pay off your mortgage

48

29

29

51

Cut back on spending

56

13

54

26

Invest a portion of money in stocks
or stock mutual funds

48

5

55

10

Buy a product/choose plan option
with income guaranteed for life

19

4

20

18

Source: 2009 SOA Risks and Process of Retirement Report: Understanding and Managing the Risks of Retirement

Key Finding: Many people have not focused well
on the expected costs of long-term care. Among
pre-retirees, there is more concern about
paying for acute health care costs in retirement
than for long-term care, even though Medicare
pays for most acute health care. Among retirees,
there is recently a little more concern about
paying for long-term care than for acute health
care.

These findings are puzzling and are shown in
Figures 1a and 1b, previous page. While Medicare
pays for a major share of acute health care expenses,
there is no similar general public program to cover
long-term care expenses. (Medicaid programs pay
for a significant part of these expenses, but only for
those with low income and little wealth.) These gaps
in knowledge are important and are a message to
advisers about the importance of educating their
clients on long-term care risk.

F IGURE 3: U SE OF R ISK M ANAGEMENT STRATEGIES FOR H EALTH R ISK M ANAGEMENT
Strategy7

Retirees:
Already
done (%)

Retirees:
Plan to do
(%)

Pre-Retirees:
Already
done (%)

Pre-Retirees:
Plan to do
(%)

Maintain healthy lifestyle habits

84

14

79

18

Purchase supplemental health insurance
or participate in an employers’ retiree
health plan

59

16

25

50

Save for the possibility of having large
health expenses or needing long-term care

32

15

20

28

Buy long-term care insurance

27

8

20

28

Move into or arrange for care through a
continuing care retirement community

5

10

–

10

Source: 2009 SOA Risks and Process of Retirement Report: Understanding and Managing the Risks of Retirement
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F IGURE 4: W EALTH OF M IDDLE I NCOME H OUSEHOLDS – A GE 55 TO 64, A NALYSIS BASED ON 2004 S URVEY
OF C ONSUMER F INANCES
Household
Type

Number of
Households

Median
Income

Est. Median
Net Worth

Non-Financial
Assets

Financial
Assets8

Non-Financial
Assets %

Middle-mass Household Segments (25% to 75% of all households)
Married

5.2 million

$75,000

$348,000

$240,000

$108,000

69%

Single Female

2.5 million

$28,000

$111,000

$75,000

$36,000

68%

Single Male

1.4 million

$41,000

$125,000

$89,000

$36,000

71%

Mass-affluent Household Segments (75% to 85% of all Households)
Married

1.0 million

$132,000

$1,300,000

$884,000

$416,000

68%

Single Female

.5 million

$58,000

$415,000

$299,000

$116,000

72%

Single Male

.3 million

$79,000

$465,000

$349,000

$116,000

75%

Source: Society of Actuaries – Segmenting the Middle Market: Retirement Risks and Solutions, 2009.

Key Finding: Use of financial products is not a
popular method of risk management. The
respondents to the SOA risk surveys are more
focused on eliminating debt and cutting back on
spending rather than using financial products.
These results document the relatively low
preference for buying financial products to protect
against longevity risk. For advisers who feel that
these products are important to clients, educating
them will be important.
Supplemental health insurance is used more often
than long-term care insurance, and both are used
more often than annuity products to protect against
longevity risk.
Key Finding: Middle Americans nearing
retirement age have significantly more
non-financial wealth than financial wealth.
Non-financial wealth is probably primarily
housing equity.
The key finding from the SOA Segmenting the
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Middle Market study is that housing is a much larger
part of net-worth than financial assets for mass
middle and mass affluent population segments.
Married couples are better off than single persons
at both wealth levels, Single males are somewhat
better off than single females, with considerably
higher income. The study shows that many of the
identified market segments are wealth constrained.
Among the middle affluent, the married
pre-retirees and retirees and female retirees have
adequate retirement savings; male pre-retirees
and retirees and female pre-retirees have an income
gap. Unless they have DB benefits, they either need
to retire later or experience a decline in living
standard, which may be significant. They could
benefit greatly from an income source outside of
Social Security. Long-term care (LTC) insurance
protection is also a major challenge. At the
medians only middle affluent married couples have
sufficient assets to suggest the purchase of LTC
insurance. The other segments should anticipate
using personal assets for LTC and possibly
spending down and being forced to use Medicaid
for LTC coverage because of the limited amount of
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F IGURE 5: W EALTH OF M IDDLE I NCOME H OUSEHOLDS – A GE 65 TO 74, A NALYSIS BASED ON 2004 S URVEY
OF C ONSUMER F INANCES
Household
Type

Number of
Households

Median
Income

Est. Median
Net Worth

Non-Financial
Assets

Financial
Assets

Non-Financial
Assets %

Middle-mass Household Segments (25% to 75% of all households)
Married

3.0 million

$45,000

$285,000

$185,000

$100,000

65%

Single Female

1.9 million

$18,000

$130,000

$85,000

$45,000

65%

Single Male

.9 million

$25,000

$130,000

$88,000

$42,000

68%

Mass-affluent Household Segments (75% to 85% of all Households)
Married

.6 million

$93,000

$1,100,000

$690,000

$410,000

63%

Single Female

.4 million

$43,000

$480,000

$320,000

$160,000

67%

Single Male

.2 million

$53,000

$490,000

$340,000

$150,000

69%

Source: Society of Actuaries – Segmenting the Middle Market: Retirement Risks and Solutions, 2009.

their assets. (However, Medicaid may be reduced
over time due to public budget problems.)
This study was conducted using data from the 2004
Survey of Consumer Finances. The Society of
Actuaries is planning to update this study using the
2010 SCF when the data are available. It was
decided not to update the study for the 2007 SCF
as these data are prior to the financial downturn in
2007-2009. It is believed that the issues will be the
same using the 2010 data, but that the numbers will
likely change.
The study results are shown in Figure 4 and
Figure 5 for ages 55-64 and 65-74.
These findings raise a number of issues and
challenges for advisers as they think about
housing. Some of the questions to think about
include:
■ How can existing asset levels reasonably
support retirement and how can retirement
assets be managed effectively in retirement?
■ Should there be a strategy starting in mid-life

■

■
■

to shift assets away from housing?
What is the right balance of retirement savings
and investing in housing?
How much house is affordable?
What strategies are available to reduce
housing costs?

The 2009 Risks and Process of Retirement Survey
asked respondents: “Do you have any plans to use
(or have you already used) the equity in your home
to help finance your retirement? 16% of retirees and
20% of pre-retirees responded yes. Of those who
responded yes, sell home was the most
prevalent response with 45% of retirees (about 7%
of the total group) and 56% of pre-retirees (11% of
the total group) choosing that option. Of the group
that said yes, 12% of retirees and 9% of pre-retirees
said yes to a reverse mortgage. That amounts to
about 2% of the total respondents. Conceptually,
reverse mortgages are an appealing idea, but they
are quite expensive. They also mean giving up the
one asset that many retirees want to preserve for
their heirs. As long as current market offerings are
unchanged, it is unlikely that they will be very
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popular in the near future. However, there is a
growing recognition of the importance of housing
assets for retirement, so the marketplace may
respond with new products and/or other solutions.
Key Finding: Middle market individuals are
often resource limited. Their most important
retirement planning decisions include when to
claim Social Security and when to retire.
One of the findings of the SOA Post-Retirement
Risk Survey series is that many individuals do not
understand the value of working longer and
retiring later. Respondents are very focused on the
value of having employer-sponsored health
insurance longer, but do not seem to understand the
value in getting Social Security benefits later,
having a shorter period of retirement, having
more time for investments to earn money, having
more time to save, etc.
For advisers, a key issue is to help people
evaluate timing of retirement and understand the
implications of claiming Social Security at
different ages. Many middle market individuals will
be very dependent on Social Security, and they will
need to either work as part of retirement, retire later,
or experience a significant reduction in lifestyle at
retirement.
Key Finding: There is a big difference between
the age at which current retirees retired and the
age at which pre-retirees say they expect to retire.
In the 2009 Risks and Process of Retirement
survey, 28% of retirees had retired before age 55,
52% before age 60, and 71% before age 65. In
contrast, 11% of the pre-retirees expected to retire
before age 60, and 41% before age 65. Similar
findings have been found in prior years. Other
research9 documents that about four to five out of
10 individuals retire earlier than expected.
Advisers need to help individuals prepare for
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unplanned early retirement, and also think through
the realistic ages at which they may retire.
Key Finding: Many people near and at
retirement age have planning horizons that
are much shorter than the remainder of their
lives and many people underestimate longevity.
And too many do not do much planning.
The 2009 SOA Post-retirement Risk Survey shows
that many retirees and near-retirees have a planning
horizon shorter than their life span. 49% of retirees
and 37% of pre-retirees have a planning horizon of
less than 10 years. Only 13% of pre-retirees and 7%
of retirees say that they look 20 years or more into
the future when they plan.
Many people underestimate life expectancy or do
not understand what it is. Some people will die
tomorrow or next month, but others will live to age
100 and beyond. Life expectancy provides an
average of how long people at a particular age are
expected to live. About half will live longer, and
it is impossible to identify who the people who will
live long are at earlier ages. At age 65, average life
expectancy is 17 years for American men and 20
years for women. 30% of women and 20% of men
age 65 can expect to live to age 90. While many
people find it difficult to think far into the future,
one way of focusing attention on long life is to ask
people if they know anyone who lived to a very high
age. Stories are also helpful in thinking through
issues related to long life. Advisers should remind
couples that they need to plan for the life of the
longer lived member of the couple.
The SOA did focus groups with people who had
retired in the last few years and found that some had
not done a careful financial analysis or planned
much at all.
Key finding: There is widespread
misunderstanding of the economic impact of the
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death of a spouse.
Many people do not plan adequately for
widowhood. An individual needs about 75% as
much to live as a couple10. The majority (about 6
in 10) of respondents to the 2009 and 2007 SOA
post-retirement surveys indicate that they think the
survivor will be about as well off financially as
before the death of his or her spouse. About the same
number of people think that the survivor will be
better off vs. worse off. Yet many widows have a
decline in economic status after the death of their
husbands. About four in 10 older women living
alone have virtually no money other than Social
Security. There are a variety of ways to help
protect spouses including joint and survivor options
for payment of pensions, life insurance, retaining
asset balances that can be transferred to the survivor
and long-term care insurance11.
Key finding: Much retirement planning software
does not address post-retirement risks effectively.
Care is needed in the choice of software and how
it is used.
Two SOA studies examined how post-retirement
risk is handled by retirement planning software. One
study12 found that much of the software examined
did not deal well with the risks that are most
important to Middle Americans. For example,
Social Security was handled poorly by some of the
software and it was not set up well to help people
evaluate different retirement ages. Both studies
showed significant differences in the way different
software treated post-retirement risks and gaps that
were important, particularly for the middle market.
A sample of software was evaluated in each study.
The first study included calculations for a series of
case studies and large variations in results were
shown.
Care is needed in deciding which issues can be
handled by whatever software is used and in

choosing software for planning for the middle
market segments to ensure that it will address the
relevant issues well. It is important not to simply
assume that results will be reliable. Setting
assumptions and understanding any “pre-set”
assumptions is also extremely important. Software
uses different methods to handle uncertainty.
Stochastic software builds in variation for some
variables, and produces results that show a range
of outcomes. It is vital to understand what is
assumed to vary and how. Deterministic software
uses one set of assumptions to produce a single
outcome. Where deterministic software is used, it
is recommended to do multiple scenarios to
understand variation.
Many Americans are not well prepared for
retirement, and there are significant gaps in the way
that they are preparing. The challenges in handling
the post-retirement period are many. Another
important SOA resource is Managing PostRetirement Risk. This guide identifies a wide
range of post-retirement risks and offers ideas for
managing them. The guide includes some risks not
as often considered, such as fraud and abuse,
family members needing unexpected help, public
policy risk and more.

Conclusions
There is a tremendous need for advisers to help
individuals with the post-retirement period, and
many products are available to help as well.
However, there are a number of challenges to
consider including limited resources, lack of
understanding of products and the difficulty of
focusing on longer term risk management. The
research of the SOA provides a good body of insight
into public knowledge and perceptions. Results of
multiple studies help to reinforce each other. As
advisers work with their clients to address these
issues, some key points to remember include:
■ The planning horizon needs to be the rest of life.
This is difficult for people
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■

■

■

Risk management and the impact of shocks
should be balanced with a strategy for
systematic use of assets
Financial products offer the means to protect
against longevity, high health care costs and
long-term care costs. However, they are not
very popular with some people, and many do
not have the resources to buy them
Key issues for many people are age at

■
■

retirement and claiming of Social Security
Housing is a very important part of the picture
Women are longer lived and the problems of
post-retirement risk management affect them
a great deal

The period ahead offers advisers a great deal of
opportunity and many challenges. ■

Footnotes:
1
This is a telephone survey series sponsored by the Society of Actuaries with EBRI and Mathew Greenwald and Associates. Surveys
have been conducted biannually since 2001. The studies include a mix of repeated questions and areas of special emphasis, and for 2009
and 2011 the impact of the economic situation was an area of special emphasis. The populations studied are retirees and pre-retirees, who
must be age 45 or older. Retired status is based on the response to a question about whether the respondent is retired from their
primary occupation. From an economic status perspective, the respondents represent the population at large and are not over-weighted
to high net worth individuals.
2 Society of Actuaries, Risks and Process of Retirement Survey series
3 Question in Survey: How concerned are you that you might not have enough money to pay for adequate health care (in retirement)?
4 Question in survey: How concerned are you that you might not have enough money to pay for a long stay in a nursing home or a
long period of nursing care at home (in retirement)?
5 Question in survey: How concerned are you that the value of savings and investments might not keep up with inflation (in
retirement)?
6 Question that was asked was “To protect yourself financially, have you or do you plan to…?”
7 Question that was asked was “To protect yourself financially, have you or do you plan to…?”
8 Note: Financial assets exclude the value of defined benefit pensions and Social Security. The data for this analysis did not include
expected pension benefits, although for retirees pension income and Social Security benefits are included in net income once payments
begin. The analysis provides median values for the segments, and does not explore individual variation.
9 EBRI Retirement Confidence Study Series
10 Author’s estimate.
11 For more information on managing risks, see Society of Actuaries, Managing Post-Retirement Risks, 2011
12 Society of Actuaries, Retirement Planning Software and Post-Retirement Risks, 2009
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