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A current bestseller, "The Number," describes the boomer generations fixation on accumulating the "right" amount of assets to fund their retirement goals.  What is your number?

The families that I counsel wrestle with this question, and the concerns spawn a series of discussions on issues of both practical needs and on purpose.  One of the most intriguing issues is that of "retirement" itself.  In an age in which most of us will live to nearly 90 years of age, traditional retirement may last 20-30 years.  In addition, boomer retirement lifestyles are unlike those of their parents' generation.  Boomers don't usually intend to settle down in their small old home and watch TV until they pass on.  I’ve heard it said that “seventy is now fifty,” and it seems that way as those considered “old” in years past change careers, travel and run in marathons.
Trying to calculate how much money an individual or couple will need for financial security has become a complex and uncertain process.  Financial studies suggest that a well diversified portfolio can sustain a 4-5% withdrawal rate over decades without losing purchasing power or running dry.  However, there is clearly an element of luck in all this science, as portfolios exposed to bear markets in the early years do not last nearly as long as those who experience the same down markets later in their existence.  In addition, trying to understand what living expenses will be in the future is fraught with error.  The already mentioned active lifestyles of our generation removes the historic assumption that retirement will be “cheaper” than the costs of the working life.  The beginning of means testing for Medicare premiums is an omen of future uncertainty in health care costs.  The uncertainty is not really in whether these costs will be much higher, but in just how much they will rise.

What’s a planner to do? What are you to do?

 In an age in which we might live to 90 or older, arbitrarily retiring in the sixth or seventh decade doesn’t make sense.  What does make sense is to find meaningful and productive work for as long as you are able to do so.  If your current occupation has lost meaning or purpose, then having a store of investment capital for “retirement” instead allows the time and cost of a career change.  It is better (from a financial sense) to have an income from the new or continued career, but it is usually better to continue to work in some capacity even without pay.  The benefits of remaining productive and engaged in the adult world go beyond just a paycheck.

It is reasonable to have an idea of whether you are likely to reach a “number” that gives you flexibility in later life.  But knowing your number is just the beginning of figuring out what you should do when you hit the next passage in life.
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