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As women near retirement, there are a number of important decisions to be made. Unlike many decisions made earlier in life,
some of these decisions may be irrevocable. There is no “do-over” if you change your mind later. Others can be reversed or
changed by additional decisions. For women who are part of a couple, it will be important to focus both on the impact on yourself
and also on the impact on your partner. Some of the decisions are financial and some are non-financial. Some require a lot of
analysis, and support from a financial advisor can be very helpful.

This brief will focus on the following topics:
• calculating the resources needed and how
to fund retirement

• deciding when to claim Social Security
• planning for long-term care

• deciding when to retire

CALCUL ATING THE RESOURCES NEEDED AND HOW TO FUND RETIREMENT

Calculating the resources needed: These calculations can
be made at any time before the decision to retire, but it is
preferable to do them earlier rather than later. That way, if
the members of a household do not have as much money as
they would like to have, they have time to increase savings
or adjust expenses and expectations. Alternatively, they
can delay retirement or continue working part-time during
retirement. The ideal is to do the calculation about 10 years
before retirement and then repeat periodically until things
are in balance.
The basic parts of the calculation are estimates of what you
will spend during retirement and what income and other
resources you will have to cover expenses. This requires
estimating how long you may live and providing for the
fact that you do not know exactly how long. How much you
will spend is a combination of predictable expenses and

unpredictable amounts as a result of health and long-term
care needs and home repairs. If you plan to spend down your
assets to finance retirement, that should be recognized in
the resource side. If you do not know your current household
spending, assets, liabilities and income, the first part of this
effort will be fact-finding.
Estimating how long you may live: To calculate how much
you need in retirement you need to estimate life expectancy.
Many people underestimate how long they will live. It is
important to remember that length of life is variable, and
some people live past 100 years.1 Couples need to remember
that one is likely to die first, and most often it is the wife who
will survive as a widow. Retirement assets need to last through
the life of the remaining spouse.
1

The Actuaries Longevity Illustrator is a useful tool that can be used to provide an
estimate of life expectancy—http:// w w w. longevityillustrator. org.
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Expecting spending in retirement: You should estimate
your spending in retirement based on your situation and
expected activities. Expenses will be different from the time
before retirement. After retirement, there are no work-related
expenses, no more saving for retirement. Most people spend
less after retirement, but some spend more. Employerprovided health coverage will no longer be available and
often premiums will increase, and then change when eligible
for Medicare. There are also changes after retirement. For
example, if a couple has a child who is graduating from
college, there are no more current college bills to pay.
Mortgages and other debt may be paid off at different times.
Remember that expenses typically go up with inflation.
Some people travel a lot early in retirement and then slow
down. Some items of expense are often overlooked, for
example, many people help family members including adult
children, grandchildren or parents. If these expenses are likely,
they should be accounted for and included in all estimates.
Expected resources for retirement: Expected retirement
resources include Social Security, pensions and income generated
from assets. The Social Security Administration website allows
an individual to estimate his or her own Social Security benefit,
but does not make an accurate calculation for the household
when both partners work.2 Information about pensions is usually
obtained from the plan sponsor. Individuals who are covered by a
pension in their current job may get an annual benefit statement.
That statement may show both the pension earned today and an
estimated pension based on continued employment.
Exhibit 1 shows the median annual income from several sources
only for people who receive income from that source. For each
source of income, older men receive more than older women.
Exhibit 1: Median annual income received by source among
women and men age 65 and older who received income from
the source
Source

Women

Men

Social Security

$13,397

$17,634

Pensions

$11,745

$18,580

Earnings

$22,397

$38,950

All income sources

$19,180

$32,654

Source: Based on 2017 Current Population Survey Annual Social and Economic (ASEC)
Survey. htt ps: / / w w w . c e n sus.gov/data/tables/time-series/demo/income-poverty/cps-pinc/
pinc-08.html#par_textimage_21

Households with investments will need to decide to what
extent they plan to use asset income, plus whether and how to
spend down assets to finance retirement. One option is to use
part of the assets to buy an annuity. A lifetime income annuity
is a financial contract with an insurance company that pays a
stream of income over the lifetime of an “annuitant.” If income
from Social Security and pensions will not cover essential
expenses, one should consider allocating some assets to
lifetime income annuities.3 It should be noted that Social
Security is indexed for inflation but most pension payments
and annuities are not.
Another option is to gradually withdraw an annual amount
from your assets. Many in the financial services industry
advocate the “4% rule,” which states that households can
realistically afford to spend 4% of their wealth each year. We
offer what we believe is more nuanced guidance regarding the
rate at which retirees can sustainably spend. This is critically
dependent on their ages and risk tolerance. We believe there is
no one-size-fits-all guidance for spending rates.4
DECIDING WHEN TO RETIRE

Deciding when to retire is a major decision. Affordability
is a key component of this decision, and is critical in
helping individuals define their options. Affordability may
be considered together with strategies about downsizing
spending and possibly housing. But there are a number of
other issues and considerations for women:
• Married women will need to decide whether to retire at
the same time as their husbands. It is not uncommon for
couples to retire at separate times.
• Some women retire (or cut their work schedules) because
of a partner, parent or grandchild who they expect to spend
time with or provide care to.
• Divorced women may have some of the couple’s retirement
assets as part of their settlement. However, often
affordability is a big issue for divorced women.
• Defining retirement dreams. It is important to focus on what
the members of the household are trying to achieve. For
women with partners, that may mean the couple’s activities
but also each person’s own activities.

3
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Refer to: https: / /w w w .ssa.gov/OACT/quickcalc/

Nearing Retirement

All annuity guarantees and payout rates are backed by the claims-paying ability of
the issuing insurance company. They are not backed by Merrill Lynch or its affiliates,
nor do Merrill Lynch or its affiliates make any representations or guarantees
regarding the claims-paying ability of the issuing insurance company.
For further details see: Suri, Vrdoljak, Liu and Zhang “Beyond the 4% rule:
Determining Sustainable Retiree Spending Rates.” Chief Investment Office, 2019
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Many people retire earlier than planned. Some of the common
reasons include poor health, family caregiving needs, desires
of a spouse or another family member and difficulties at work.

Benefits of delaying retirement—hypothetical example:
Joan, who is single, will have a 401(k) and Social Security
for her retirement income. To make amounts for different
retirement ages comparable, all figures in the table are
shown in real dollars (that is, adjusted for inflation). The
401(k) retirement income reflects an annuity factor for an
inflation-adjusted annuity. Thus, the benefits of delaying
retirement include both the increase in value of the 401(k)
and the annuity factor increasing with age.

Some people are influenced by the retirement age provisions
of Social Security and pensions. These provisions define when
benefits can be collected and how much will be provided.
They include:
• Social Security retirement benefits can be claimed between
ages 62-70. There is a significant difference in benefits
depending on claiming age.

The example shows that Joan would see a 34% increase
in monthly income if she delays retirement for four years.
This increase is due to a combination of higher Social
Security, Annuity Income and more savings. Starting
Social Security at age 62 results in lower payments than
starting at age 66.

• Social Security full benefit retirement age is rising to 67;
Medicare is available at age 65.
• Most private sector defined benefit plans have a normal
retirement age of 65; many have an early retirement age of
55 with a service requirement.

If Joan retires at age 62, does not purchase an annuity
and lives to age 95, she will have a 401(k) balance of
$395,306 to spread over 33 years—in addition to Social
Security of $906 per month (inflation indexed). If she
waits to retire until age 66, she will have a 401(k) balance
of $486,610 and she will be spreading this larger amount
over 29 years until age 95. She will also have a higher
Social Security benefit of $1,176. The increases in Social
Security in this example mostly reflect adjustments applied
to Joan’s benefits for taking Social Security before age 66.
The example assumes Joan has more than 35 years of
earnings at an inflation-adjusted $40,000 per year. (Note:
the highest 35 years of income is used to calculate Social
Security benefits.) Because of this, the example does not
show a benefit from Joan having more years of earnings.5

• Military, civil service, police, fire and teacher pension plans
often have earlier retirement ages than private sector
pension plans.
Later retirement often improves the economic situation
because there are more years for assets to grow, more years
to save, higher Social Security income and more years of
employer-provided health coverage. Assets are also needed for
a shorter time. For people with pensions, income from them
may increase as well.

5

For additional examples and discussion on the benefits of delaying retirement refer
too: Society of Actuaries (2012) “Big Question: When Should I Retire?” https : // w ww .
soa. org/research-reports/2012/research-managing-retirement-decisions/.

Exhibit 2: Deciding when to retire: Joan, a single female
Retirement age

401(k) balance

Annuity income
per $100,000

Monthly annuity
income

Monthly Social
Security

Total monthly
income

62

$395,306

$317.94

$1,257

$906

$2,163

64

$438,130

$335.59

$1,470

$1,067

$2,537

17%

66

$486,610

$352.78

$1,717

$1,176

$2,893

34%

Increase vs. 62

This example uses the following assumptions:
• The case study presented is hypothetical and does not reflect an actual client. It is for illustrative purposes only and results will vary.
• 401(k) balance: Joan earned $40,000 per year in real dollars beginning at age 22, and saved an average of 10% per year until age 62 and 15% per year on any earnings after age 62.
The assumed real return on the 401(k) is 4% per year.
• Monthly Income: The full 401(k) balance is used to provide monthly income.
• Annuity Factor: This is based on estimated rates for an inflation-adjusted annuity as of 2/15/2019. (Annuity quotes provided by CANNEX.)
• Monthly Social Security: This is based on Social Security Quick Calculation. Assumes $40,000 in real annual earnings beginning at age 22. Assumes monthly benefits start at the
beginning of retirement.
• The additional contribution of the 401(k) to retirement income from delaying retirement reflects: 1) growth from investment returns, 2) growth from additional contributions and 3) the
fact that, because of the delay, the 401(k) will be spread over a shorter number of retirement years. The analysis is on a pretax basis.
Source: Chief Investment Office
Nearing Retirement
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DECIDING WHEN TO CL AIM SOCIAL SECURIT Y

Social Security plays an important role in providing retirement
security for women. The Social Security Administration reports
that almost 50% of elderly unmarried women who receive Social
Security benefits rely on them for 90% or more of their income.6

• Those who (due to poor health or some other reason)
have very short life expectancies should consider claiming
benefits at 62, the earliest possible age, but only after
analyzing the potential impact on survivor benefits.
PL ANNING FOR LONG-TERM CARE

The choice of when to claim: The choice of when to
claim Social Security is among the most important financial
decisions that women retiring make. Social security retirement
benefits can be claimed between ages 62 and 70. Most people
claim at age 62, the earliest claiming age. The longer someone
waits to claim Social Security, the higher the monthly benefits.
Someone claiming Social Security at the full retirement age
(FRA), currently 66, receives a full benefit. Someone claiming
Social Security at age 62 receives 75% of the benefit due,
while someone claiming at age 70 receives 132% of the
benefit (Exhibit 3).

While women often spend time caregiving before retirement
or early in retirement, they are less likely to have a family
caregiver. That makes having financial resources for long-term
care particularly important for women.

Exhibit 3: How monthly benefits vary based on claiming age
($18,000 annual benefit at full retirement age 66) for people
born in 1943 through 1954

Costs associated with long long-term care: On average
women will have healthcare costs 39% higher than the
average for men in retirement, paying an additional $194,000
(see exhibit 4).9 This is because women live longer and are
more likely to spend years alone and have to rely on formal
long-term care in their later years. The costs below represent
a lifetime present value much of which consists of premiums
and copayments that are paid each year.

Age
claimed
Earliest possible age

Full retirement age

Latest possible age

Percent of
full retirement
age benefit

Annual benefit
payable to
claiming age

62

75.0%

$13,500

63

80.0%

$14,400

64

86.7%

$15,600

65

93.3%

$16,800

66

100.0%

$18,000

67

108.0%

$19,440

68

116.0%

$20,880

69

124.0%

$22,320

70

132.0%

$23,760

Duration of care: Research shows that 79% of women and
58% of men aged 65 and older can be expected to need longterm care at some point, and that average lengths for care were
3.7 years for women and 2.2 years for men. Nearly two-thirds
of women—63%—and 38% of men can be expected to require
care for one year or longer, while 28% of women and 11% of
men can be expected to need care for at least five years.8

Exhibit 4: Average out-of-pocket healthcare costs through
retirement, including long-term care
$688,000

$494,000

Source: Social Security Administration. Available at w w w . so cial sec urity. gov/OACT/
quickcalc/ accessed February 2019. Source: Chief Investment Office

Guidelines to consider when claiming: Below are
some guidelines to consider when deciding when to claim
Social Security:7
• Unmarried women whose life expectancy is average should
consider waiting until age 69 or 70 to claim.
• For many married women it makes sense for the higher
earner to delay claiming benefits.

Women

Source: Yamamoto, D.H., Health Care Costs—From Birth to Death, Health Care Cost
Institute Report, 2013; HealthView, Retirement Healthcare Costs Data Report, 2016-2017

Options for funding long-term care costs: Retirees at all ages,
including those age 85 and over, underestimate the likelihood
that they will need long-term care, and overestimate their ability
8

6

7

Social Security Administration “Fact Sheet: Social Security is Important to Women”
(2016) https : / / w w w . ssa.gov/news/press/factsheets/ss-customer/wo men-ret . pdf
For additional details on strategies to consider refer to: Suri and Vrdoljak “Claiming
Social Security” Chief Investment Office, Fall 2018
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Men
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Source: Kemper, Komisar and Aleexih “Long-term care over an uncertain future: what
can current retirees expect?”, Inquiry 42(4): 335- 350 (Winter 2005/2006).
Age Wave estimate, based off Yamamoto, D.H., Health Care Costs—From Birth to
Death, Health Care Cost Institute Report, 2013; HealthView, Retirement Healthcare
Costs Data Report, 2016-2017.
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to pay for it. Retirees also overestimate how much Medicare will
pay for long-term care. It pays for the first 90 days only. Medicaid
is a last resort for people who have spent down their assets.
Two ways to meet future long-term care needs are to selfinsure by setting aside assets or to purchase long-term care
coverage. Long-term care insurance can be a big help, but
relatively few people have such coverage. There are several
different types of long-term care insurance coverage. This
need not be an “either/or” choice.10

TIPS
• Plan for a long retirement.
• Carefully consider when to retire.
• Carefully time your claim to Social Security; spouses
should coordinate their decisions.

CONCLUSION

As women near retirement, planning becomes more intense.
Women must make decisions, even knowing that market
fluctuations or other changes will occur once retirement
begins. The plan should allow flexibility for such changes.
Women who are part of a couple need to link their plans to
those of the family, while keeping in mind the likelihood that
they may ultimately be alone. Women need to understand
what resources they have and will need to fund a retirement
that could last 30 or more years. When a woman retires,
there can be far reaching implication. If it’s later, she has
more time to save and invest before and less time requiring
funds afterward. When to claim Social Security is another very
important decision. Women are more likely than men to need
long-term care. It is important for women to plan early so
that the high cost of long-term care does not threaten their
financial security.

• Long-term care insurance is particularly important
for women.
• Understand how you are going to maintain health
insurance in retirement.
• Remember that things change during retirement.
10

For a thorough discussion of these and other options, see “Healthcare Costs in
Retirement: Preparing Today to Protect Your Wealth Tomorrow,” Merrill Lynch Wealth
Management, 2017.
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• Claiming Social Security
• Social Security: Aiming for Smarter Payments
• Long-term care insurance: Understand Your Options
• What Caregiving Costs Women
SOCIET Y OF ACTUARIES—SERIES OF DECISIONS BRIEFS AT THE TIME OF RETIREMENT

• Big Question: When Should I Retire?—Key questions to consider, examples showing financial benefits of delaying retirement.
• Women Take the Wheel: Destination Retirement—Special issues faced by women in retirement.
• Deciding When to Claim Social Security—When to claim Social Security and the impacts.
• Designing a Monthly Paycheck for Retirement—Replacing a regular paycheck and related options.
• Securing Health Insurance for the Retirement Journey—Pre- and post-age 65 retiree insurance choices.
• Taking the Long-Term Care Journey—Answers to questions about whether to buy insurance.
TOOLS TO HELP*

Life expectancy estimator: http : / /w w w .longevityillustrator. org.
Social Security estimator: w w w .s o cialsecurity . gov/ OACT/ quickcalc/
*Merrill Lynch and any of its affiliates does not monitor or maintain the information available on the external web sites mentioned nor represent or guarantee that such web sites are
accurate or complete, and they should not be relied upon as such.
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IMPORTANT DISCLOSURES
This material should be regarded as general information on Social Security considerations and is not intended to provide specific social security advice. If you have questions
regarding your particular situation, please contact your legal or tax advisor.
This material was prepared by the Chief Investment Office (CIO) and is not a publication of BofA Merrill Lynch Global Research. The views expressed are those of the CIO only and are
subject to change. This information should not be construed as investment advice. It is presented for information purposes only and is not intended to be either a specific offer by
any Merrill Lynch or U.S. Trust entity to sell or provide, or a specific invitation for a consumer to apply for, any particular retail financial product or service that may be available.
Global Wealth & Investment Management (GWIM) is a division of Bank of America Corporation. Merrill Lynch Wealth Management, Merrill Edge®, U.S. Trust, and Bank of America
Merrill Lynch are affiliated sub-divisions within GWIM. The Chief Investment Office, which provides investment strategies, due diligence, portfolio construction guidance and wealth
management solutions for GWIM clients, is part of the Investment Solutions Group (ISG) of GWIM.
Investing involves risk, including the possible loss of principal. No investment program is risk-free, and a systematic investing plan does not ensure a profit or protect against
a loss in declining markets. Any investment plan should be subject to periodic review for changes in your individual circumstances, including changes in market conditions and your
financial ability to continue purchases.
Neither Merrill Lynch, U.S. Trust nor any of their affiliates or advisors provide legal, tax or accounting advice. You should consult your legal and/or tax advisors before making any
financial decisions.
This material is provided for information and educational purposes only. Assumptions, opinions and estimates are as of the date of this material and are subject to change
without notice. Past performance does not guarantee future results. The information contained in this material does not constitute advice on the tax consequences of
making any particular investment decision. This material does not take into account a client’s particular investment objectives, financial situation or needs and is not intended as a
recommendation, offer or solicitation for the purchase or sale of any security, financial instrument or strategy. Before acting on any recommendation, clients should consider whether
it is suitable for their particular circumstances and, if necessary, seek professional advice.
Diversification, asset allocation and rebalancing do not ensure a profit or protect against loss in declining markets.
The case studies presented are hypothetical and do not reflect specific strategies we may have developed for actual clients. They are for illustrative purposes only and intended to
demonstrate the capabilities of Merrill Lynch and/or Bank of America Corporation. They are not intended to serve as investment advice since the availability and effectiveness of any
strategy is dependent upon your individual facts and circumstances. Results will vary, and no suggestion is made about how any specific solution or strategy performed in reality.
Annuities are long-term investments designed to help meet retirement needs. In essence, a contractual agreement in which payment(s) are made to an insurance company, which
agrees to pay out an income or a lump sum amount at a later date. Annuity contracts have exclusions and limitations. Early withdrawals may be subject to surrender changes, and, if
taken prior to age 59½ a 10% additional federal tax may apply.
All contract and rider guarantees, optional benefits and any fixed subaccount crediting rates or annuity payout rates, are backed by the claims paying ability of the issuing insurance
company. All guarantees and benefits of an insurance policy are backed by the claims-paying ability of the issuing insurance company. They are not backed by Merrill Lynch or its
affiliates, nor do Merrill Lynch or its affiliates make any representations or guarantees regarding the claims paying ability of the issuing insurance company. Optional guaranteed
benefits typically require investment restrictions and may be irrevocable once elected. Please refer to the prospectus for additional information.
Life insurance policies contain fees and expenses, including cost of insurance, administrative fees, premium loads, surrender charges and other charges or fees that will impact policy
values. Long-term care insurance coverage contains benefits, exclusions, limitations, eligibility requirements and specific terms and conditions under which the insurance coverage
may be continued in force or discontinued. Not all insurance policies and types of coverage may be available in your state.
© 2019 Bank of America Corporation. All rights reserved.
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