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RETIREMENT PLANNING IN
THE AGE OF LONGEVITY

Over the past 75 years, human longevity has increased dramatically. In 1950, the average American
life expectancy was 68 years, hut today that is no longer the case thanks to advancements in
healthcare and healthier lifestyle choices. Now that the average American lives nearly a decade

longer, retirement planning looks dramatically different.

Historically, retirement was relatively brief, lasting only a handful of years. That short post-career
phase required a smaller savings portfolio and relatively little contingency planning. Now that
this period has the potential to span decades, the strategies that once sufficed for retirement
preparations are no longer adequate. Instead, retirement now demands complex planning as a
longer life expectancy brings more challenges and the nerve-wracking possibility of outliving your
savings. While it is never possible to eliminate uncertainty completely, proper planning helps to
build financial security while embracing the opportunities that the age of longevity brings.

UNDERSTANDING LONGEVITY TRENDS

The Centers for Disease Control and Prevention (CDC) reported an average life expectancy of 77.5
years in 2022. This represents a significant increase from just decades ago. For example, those
born in 1990 had an average life expectancy of 75.4 years, up from 70.9 years for anyone born in
1970. This means American life expectancy has risen by approximately 6.6 years in just over half
a century!

Increasing longevity is mainly due to advancements in medical technology, pharmaceuticals, and
better access to healthcare. Americans have also developed a more health-conscious lifestyle and
have increased their focus on preventive care. These changes have led to longer lives, with the
possibility of maintaining a quality of life well into one’s 80s and beyond.
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https://www.macrotrends.net/global-metrics/countries/USA/united-states/life-expectancy
https://www.macrotrends.net/global-metrics/countries/USA/united-states/life-expectancy
https://www.cdc.gov/nchs/data/databriefs/db492.pdf
https://www.cdc.gov/nchs/data/databriefs/db492.pdf
https://www.cdc.gov/nchs/data/lifetables/life90_2acc.pdf
https://www.cdc.gov/nchs/data/lifetables/life70.pdf
https://www.cdc.gov/nchs/data/lifetables/life70.pdf

CHALLENGES POSED BY LONGER LIFESPANS

An increased life expectancy can bring plenty of adventure, but it also provides an equal number
of planning opportunities. Living longer has an abundance of monetary implications. For example,
retirees need to consider how they will maintain their quality of life over a period that could span
200r 30 years. In some cases, it may even be longer. An extended retirement period increases the
risk of outliving savings and may necessitate a larger savings pool to ensure financial stahility.

Inflation further complicates the scenario. We have seen elevated price growth in recent years
as consumer products and services quickly became more expensive. While inflation may
not maintain the pace of the past few years, even a slower climb in prices can still impact
your wallet. Over a lengthy period, inflation erodes purchasing power, making it more costly
for aging Americans to maintain their lifestyle. Retirement projections can help predict the
monetary impact that rising prices can have on your golden years.

Healthcare costs represent another challenge as expenses often escalate with age. Over the
decades, these expenses can add up, placing significant pressure on cash flow. With doctor’s
hills, medication, home care, or assisted living facilities, planning for longevity also means
considering the variability of health care costs.

Financial security is possible despite a rising life expectancy, though. Successfully planning for
the complexities of a longer life can help ensure Americans enjoy their extended years without
financial worry.

STRATEGIES FOR EFFECTIVE RETIREMENT PLANNING

Retirement preparations in the age of longevity should be considered carefully.

Savings and investment strategies

Considering a longer lifespan, it is essential to begin saving early to leverage the power of
compound interest. When you make regular contributions to your savings, the additional
funds provide a larger base for interest to compound on. This accelerates earnings on the
investment, helping to grow your wealth even faster.

While consistent saving can make a substantial difference, it is also important to invest that
money. Investors may be able to diversify risks and boost their potential returns by purchasing
a range of investments (stocks, bonds, mutual funds, ETFs, and real estate). Following an
investment strategy designed for your risk tolerance and investment objectives can go a long
way towards building a portfolio that could last throughout an extended retirement.

Income streams in retirement

Many retirees find it helpful to develop several streams of income to use during retirement.
For example, social security, pensions, 401(k)s, IRAs, annuities, and rental income can all
contribute to financial stability differently. The best combination of these income sources and
the timing of Social Security payments is highly individualized, so it is always best to seek
professional guidance.
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Healthcare planning

With healthcare costs potentially increasing with age, they can represent a sizable
portion of your budget in later years. While Medicare can be a foundational element,
it does not cover all costs. For some, supplemental and long-term care insurance can
help to mitigate the expenses not covered by Medicare. For example, some insurance
policies can help fund extended nursing care or specialized treatments.

Lifestyle and spending adjustments

Adapting spending habits can help stretch retirement savings as well. Consider how
lifestyle choices, such as downsizing your home, budgeting for leisure activities, and
planning variable expenses may impact your portfolio. A flexible spending plan that
adjusts for changes in income, market conditions, and personal health can help ensure
that your savings last through the retirement years, however long they may be.

CONCLUSION

With longer lifespans becoming the norm, it is essential to incorporate longevity into With longer lifespans
retirement planning. This means developing a proactive strategy that sustains financial
resources for longer and remains adaptable to life’s inevitable changes. With factors

becoming the norm, it is
like unforeseen events, market shifts, and personal health changes to consider, flexible essential to incorporate

planning ensures that retirees can maintain quality of life, even as their circumstances

change. longevity into retirement

Professional advice can be pivotal in creating retirement plans that account for longevity. plannlng. This means
A financial advisor can offer invaluable guidance on scenario planning and help tailor developing a proactive
retirement strategies to personal circumstances. By turning to professionals as an Strategy that sustains
essential resource, Americans can worry less about navigating longevity challenges

and focus instead on enjoying those extra years. financial resources for Ionger

and remains adaptable to
life’s inevitable changes.

Disclosures

CTS Financial Planning, Inc. (“CTS") is an SEC registered investment adviser with its principal place of business in the State of lllinois. Registration does not imply a certain level of skill or training.

For information pertaining to the registration of CTS, please contact CTS or refer to the Investment Adviser Public Disclosure web site (www.adviserinfo.sec.gov). For additional information about CTS,
including its fees and services, please send us a written request for our disclosure brochure. This newsletter is provided for informational purposes only. The information contained herein should not be
construed as the provision of personalized investment advice. Information contained herein is subject to change without notice and should not be considered as a solicitation to buy or sell any security. Past
performance is no guarantee of future results. Investing in the stock market involves the risk of loss, including loss of principal invested, and may not be suitable for all investors.

Anindex is a portfolio of specific securities whose performance is often used as a benchmark in measuring the performance of a specific asset class. Any references to a benchmark index are included

for informational purposes only as it is not possible to directly invest in an index. The historical performance results of each index do not reflect the deduction of transaction and custodial charges, nor the
deduction of an investment management fee, the incurrence of which would have the effect of decreasing indicated historical performance results. It should not be assumed that your account performance
or the volatility of any securities held in your account will correspond directly to any comparative benchmark index.

This content contains certain forward-looking statements which indicate future possibilities. Actual results may differ materially from the expectations portrayed in such forward-looking statements. As
such, there is no guarantee that any views and opinions expressed in this letter will come to pass. Additionally, this letter contains information derived from third party sources. Although we believe these
sources to be reliable, we make no representations as to the accuracy of any information prepared by any unaffiliated third party incorporated herein, and take no responsibility, therefore. For information
about your particular account holdings, please review the statements you receive directly from the custodian of your accounts or contact us. All expressions of opinion reflect the judgment of the authors as
of the date of publication and are subject to change without prior notice.
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