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It wasn’t supposed to happen this way.
Growing up in the 1950s, I never thought about
retirement. By the time I got through school, the
1960s were over and it was enough to just find a
decent job. It took me most of the ‘70s to get a
real job with benefits, two weeks paid vacation,
health care (not that I cared in my 20s),
retirement savings and an annual salary of $6,900.
Is it any wonder that when I changed jobs during
most of the early ‘80s I just took the money out
of my retirement plan and didn’t roll it over into
an IRA? I mean, the penalties and taxes
really didn’t amount to anything.

But by the middle of the ’80s, I got serious. My
father passed away at the ripe old age of 62 and in
my 30s I began to realize that I had to grow up. I
met a girl, got married, had kids and bought my
first house. I opened an IRA and started to save
enough in my 401(k) to match my employer’s
contribution. That’s also when I first started to
think seriously about retirement. But my first
thoughts weren’t that positive. I mean, I was 44
when I had my second child, and it wasn’t too
difficult to add 22 years until she got through
college and I would be 66, just four years older
than the age at which my father died. The most
likely scenario was that I would pass away just

when I finished paying for her college. What I
really needed was life insurance, not retirement
savings!

During the 1990s I saw real increases in my
retirement savings because I had put everything
into an S&P 500 index fund. Since I wasn’t
planning on making it past my 60s, I figured I
could take plenty of risk. My term life insurance
meant that if something happened to me, my wife
and kids would be OK. I even shifted into
emerging markets in the mid-1990s, just in time to
lose a little to the Long-Term Capital debacle. I
managed to shift it back into an S&P index by the
end of the decade, just in time to watch it shrink in
the early 2000’s. It was around 2006 when the
equity I had in my house had gone up so much I
took out a home equity line of credit (HELOC) to
fix up the house. My wife and I figured we would
be staying there while we put the kids through
college.

The home repairs cost almost twice the original
estimate and it took nearly a year to finish the
work, but by 2007 the place looked great and its
assessed value had gone up more than what we
paid. Sure the taxes were higher, but the way
things were going, by the time the kids were done
with college our house would be worth so much
more than we owed that we could sell it, pay off
all the debt and actually have a decent chunk
leftover for jumpstarting our retirement. I began
to imagine what it would be like to retire,
assuming I lived that long. I mean, if I could just
keep working four or five years after the kids were
gone, I might have a decent retirement. I would
put it into the market and when it was time to
retire, maybe I would buy an annuity or
something.
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That was the last time I actually thought I might
retire.

You can guess what happened. My house lost over
30% of its value – the payments for the mortgage
and the HELOC are a huge burden. We can’t seem
to qualify for refinancing since my wife lost her
job. That’s not as bad as it sounds because it gives
her more time to look after her mother who’s
started to go downhill. The good news is that my
son got into one of the best schools in the country;
the bad news is that it’s the second most
expensive school in the country. Don’t ask about
my retirement accounts. They had barely made it
into six figures before the market crashed. Now
they’re stuck in the high five figures and I moved
everything into bond funds and money markets.
My employer is no longer matching any
contributions and I’ve cut back my contributions
to less than 4%. Oh, and now I have to pay for my
health insurance. My employer says it’s only 40%
of the total cost, but my out-of-pocket goes up
every year. I guess I’m still in the middle class as

my income is over $100,000, but we’re eating
more chicken than steak, more beans than
chicken, and we rarely eat out.

Retirement once seemed almost within reach, but
now it is a distant dream. I don’t have enough for
anyone to even be interested in helping me
manage my retirement. My plan now is to keep
working until I die. I guess there will be some
Social Security, although the way the politicians
are talking it sounds like I can’t rely on that. My
wife is going to have to keep working – she’s still
looking for a job. Of course, if I don’t die, it isn’t
much better. I just get to work longer. The thought
that I might have a retirement as a life-of-leisure
is long gone.

Does this sound familiar? The fact is that
retirement is a middle-class problem. The wealthy
and the poor have no problem with retirement:
The wealthy will retire, the poor won’t – no
problem! But, for the vast number of those in the
middle, the other 79%, retirement is a real

FIGURE 1: TOTAL AGGREGATE ASSETS – COHORT TREND

Source: The MacroMonitor. All asset values are adjusted to 2010 dollars.
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problem – and the questions of if, when and how
we retire are huge unknowns. To make matters
worse, most of the examples of retirement –
our parents, media portrayals and financial
institutions’ marketing – don’t seem realistic given
our resources and responsibilities. We need help
to lay out the real choices, trade-offs,
challenges and opportunities that face us (see
Figure 1, on previous page).

Unlike 20 years ago, Boomers have more of the
total (financial, investable, retirement and liquid)
assets now. Once you eliminate the top 1% and
the bottom 20%, the 79% that remain (37 million
households) have $20 trillion in assets with an
average of $545,000 each. These are the people
who really need help, and lots of it, right now. But
the help they need, and the way they feel about
financial institutions and professionals, is very
different from the prior generation and even from
10 years ago. Although trust in institutions and/or
intermediaries goes up with age, the trend for both
is down over the past two decades. The gap is

larger for the Boomers than their elders. (The gap
for Gen X/Y is even greater, but that’s a story for
another day.)

Real estate may not be the first concern of a
financial adviser (or even the second or third!),
but for most households, especially Boomer
households, it remains foremost. On both the asset
and debt sides, the home remains the largest part
of the balance sheet, despite depressed values. The
weak and degenerating state of the real estate
market is the primary reason for the current
economic malaise and why households have
changed how they look at their retirement. It used
to be that households thought of their home as the
nest egg. As you can see from the chart above, the
average amount of equity that Boomers have in
their real estate peaked in 2006 and has been
declining ever since. Economists believe that we
haven’t seen the bottom yet. And nearly 60% of
all Boomer homeowners still have debt
outstanding on their homes (see Figure 2, above)!

FIGURE 2: INVESTABLE ASSETS, REAL ESTATE EQUITY & RETIREMENT ASSETS – BOOMERS TREND

Source: The MacroMonitor. All asset values are adjusted to 2010 dollars.
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Although their retail investable assets have
stagnated since 2006, Boomer households can
take some solace in the fact that their average
retirement assets continue to grow. And, a third of
all Boomer households have a fully vested
pension plan. However, these numbers distort the
diversity of desperate situations that Boomers find
themselves in right now. With a small group of the
leading edge Boomers either in or rapidly
approaching retirement, many if not most of the
other Boomers are feeling increasingly depressed
as their chance at retirement is slowly
disappearing farther and farther into their rapidly
aging futures (see Figure 3, above).

As the oldest Boomers reach 65 years old, the
(more successful) leading edge is working less.
Since 2006, significantly fewer Boomer
households are working each year with more than
five million Boomer households already retired.
The number of Boomer households that say they
are retired will continue to grow in spite of the
economy, although the number of these retired

households that are continuing to work, or are
seriously thinking about returning to work, is
increasing.

Another demographic shift among Boomers,
starting in 2006, is that the number of Boomer
households with dependent children (the type you
can deduct on your income taxes) has dropped
significantly. Unfortunately, many of these
‘children’ are NOT moving out of the home. And
even among those that have moved out, some are
moving back in while others remain on the
monthly ‘pay-rent-al payroll,’ even when it means
the parents are putting their own retirement in
jeopardy.

There are other responsibilities, as the chart above
shows, where Boomer households are becoming
financially responsible for other adults. It is
surprising to learn that less than a third (30%) of
these dependents are from an older generation.
The vast majority (61%) are of the same
generation as the Boomer household! What’s

FIGURE 3: OTHER BOOMERS’ TRENDS

Source: The MacroMonitor.
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more, one out of six of these dependant adults is
from a younger generation. Many of these
dependents will outlive the responsible household.
In addition, over a quarter (27%) of all Boomer
households have been separated or divorced (more
than Gen X/Y 14% or the Silent/Greatest 19%)
creating complex family structures with additional
responsibilities that might complicate retirement
plans.

Any discussion of how the demographic trends
are different from prior cohorts would not be
complete without acknowledgement that most of
Boomer households have two heads who have
worked or are working – which means two
incomes, two sets of retirement accounts and two
different timelines. Of the 55% of Boomer
households with two heads, 65% of the women
and 75% of the men are still working. Men tend to
marry younger women, women tend to live longer
than men and women tend to have more career
interruptions. All of which suggests that the
chances of both heads retiring at the same time is

significantly less than among prior generations. In
addition, since retirement tends to happen TO
people more often than people actually retiring on
a planned date, many static retirement plans will
need to be adjusted. What can a pre-retiree or an
adviser do when so much of the traditional
retirement planning and products were built
during an era of greater demographic simplicity?

Even if there were an accurate understanding of
current retirement needs, with well-designed
products and services coupled with readily
available expertise, it wouldn’t do much good as
Boomers’ trust in financial institutions and
professionals continues to erode. At the critical
time when Boomers need even more help, their
trust in the very places and people from whom
they would get this help has diminished
significantly (see Figure 4, above).

All of these trends, some in place for decades,
others more recently, have come together at this
moment to necessitate a total redefinition of

FIGURE 4: TRUST IN FINANCIAL INSTITUTIONS & INTERMEDIARIES, COHORT TREND

Source: The MacroMonitor.
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retirement. Changing demographics, economic
necessities and increasing life expectancies will
force the majority of Boomers to alter the very
nature of retirement. We tend to forget that
retirement was only ‘invented’ in the 1930s as a
way to encourage older workers to leave the work
force so younger men could find a job. We have an
almost identical situation today where the
Boomers are doing everything they can to hold on
to their jobs while the youngest generation, the
Millenials, are having a hard time finding any
decent paying jobs, much less starting a career.

We need to ‘Reinvent Retirement’ to make it
possible for the other 79% of us to retire. The key
for doing this requires that we answer a familiar
question, “What do we want to ‘be’ when we grow
up?” Although they may not have enough saved
up to live the retirement life of luxury they
envisioned, many Boomers do have some assets.
Many are physically fitter than their parents were
at this age, affording them the choice of
continuing to work or engage in other activities.

And we know that the chances of not outliving
those assets go up the longer one continues to
work and delays drawing them down. Boomers
are the most educated cohort (so far) and have
spent their lifetime developing various skills and
expertise, so why not try and keep working doing
what you want, like, enjoy, whatever, as long as it
provides enough income to live on?

There is some urgency to start redefining
retirement now and not wait until things get
better. First, it is unclear when things are going to
get better and time is wasting – every 12 months
we get one year older. Second, unlike earlier life
stages where one could go into them unprepared
and make it up as they go (and Boomers are
notorious for not preparing for their futures),
Boomers’ ability to make decisions is only going
to get worse, until they may not be able to make
them at all (one’s mental abilities tend to decline
once one passes 60-years old). If they don’t have
their financial lives setup and running smoothly, it
is going to be their children’s or the state’s

FIGURE 5: REDEFINED RETIREMENT LIFESTAGES, SILENT/GREATEST VS. BOOMER COHORT TREND COMPARISON

Source: The MacroMonitor. Base=Household head 55 or older with no dependent children at home
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problem. But the most urgent reason for starting to
redefine retirement now is that there is a
tremendous opportunity to continue to accumulate
Boomer assets and generate fees by helping them
to navigate the uncharted territory of how
retirement is changing (see Figure 5, on previous
page).

The first step on this journey is revolving
retirement. In the new world the vast majority of
Boomers will not go straight to retirement. They
will transition first into a ‘revolving retirement’
phase. The easiest way to think about this life
stage is to imagine the line between pre-retirement
and retirement expanded into its own life stage.
Households may cross back and forth between
working and not working, transition from full time
to part time, downscale their life style, wait for
their spouse to finish working, pursue other
endeavors, volunteer, hobbies for profit, etc. –
whatever enables them to delay having to draw
down their limited resources in full retirement.

Revolving retired households have one foot in
retirement and one remaining vocationally active,
with their financial needs reflecting aspects of
both and neither. The fact that this life stage is not
static but constantly changing creates more
challenges. For example, sometimes these
Boomers may live off their assets and at other
times they may want to add to their retirement
accounts. Also, many of these revolving retired

may start their own businesses, so they will need
plenty of new and different financial services and
advice. Regardless of what they decide to do,
these revolving retired Boomers are going to need
help and lots of it to solve their problems, com-
bine existing products and services and bend them
to their needs.

The revolving retired segment will grow and
eventually dominate the majority of Boomer
households as they travel the economic
uncertainties of the next decade and eventually
achieve a more traditional retirement. The answer
to the question, “What Happened to My
Retirement?” is that it grew up. Retirement, as we
have come to know it, was designed for people
from the 20th century, with its shorter life
expectancies, structured households, well defined
gender roles and well funded pensions.
Retirement in the 21st century will have to be
different for most of us. Unfortunately, there are
no easy answers or pre-established ‘rules of
thumb’ for meeting the revolving retired’s
financial needs. Those financial institutions and
professionals who identify, recognize and satisfy
the financial needs associated with this new life
stage will find a receptive marketplace and
significant success. �

To contact Mr. Cohen: email lcohen@sbi-i.com or
call 609-378-5044.
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