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As people live longer, older adults’ need for care has grown exponentially. Caregiving can have a significant impact on the life and
long-term financial security of the caregiver. Yet personal planning tends to focus on the financial implications for the recipient of
care but not for the giver. Caregiving responsibilities, which fall disproportionately on women, can carry substantial hidden costs
such as forgone wages, savings and benefits. This brief explores some of the key issues that arise for caregivers, particularly
women, and steps they can take to protect their financial security.

THE CHALLENGES FOR WOMEN
Many men and women have aging parents or other relatives
requiring care. Women are more likely than men to assume the
responsibility. Sixty percent of caregivers are female, and their
numbers are surprisingly large: 39.8 million people, or 16.6
percent of the U.S. adult population, provide care to an adult.1
Care often extends over a lengthy period, during which the
recipient’s needs can increase.
If financial resources are available, it may be possible to
supplement or substitute paid assistance for informal care or
at least to provide respite care to ease the caregiver’s burden.
The challenge of caregiving becomes acute when the recipient
lacks financial resources and insurance.

WHAT TO EXPECT
Since many of us may become caregivers in the future, it pays to
weigh potential financial and non-financial considerations alike:

Cost to Caregivers: Financial costs to the caregiver include
those directly associated with care, as well as less obvious
indirect costs. These include forgone wages, lost savings, and
reduced benefits from Social Security, pensions and other
retirement savings. Lost wages extend into the future owing
to interrupted careers. Six in ten caregivers report having to
make a workplace accommodation as a result of caregiving,
such as cutting back on working hours or taking a leave of
absence. The average lifetime cost of dropping out of the
workforce or reducing hours worked in order to provide care is
an estimated $304,000.2
Case study: Exit the workforce, with lower wages upon
re-entry—Both Sam and Olivia start saving for retirement
at age 25. The table on the next page shows their annual
retirement contributions from 25 to when they both retire.
Sam consistently saves toward retirement and progressively
increases his annual contributions. Olivia initially contributes
$3,000 but then takes time off to care for her elderly
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parents, from age 31 to 35 and again from 45 to 50. When
Olivia returns to the workforce, her income has diminished
significantly, leaving her unable to contribute as much to her
retirement account as before. Sam’s total accumulated savings
at retirement is $437,200, while Olivia’s is $178,900. The
difference between the two is substantial: $258,300.
Table 1: Annual retirement contributions of Olivia and Sam
Age

25-30

31-35

36-44

45-50

51-65

Olivia

$3,000

$0

$2,500

$0

$2,000

Sam

$3,000

$4,000

$4,500

$5,000

$6,000

Exhibit 1: Retirement savings of Olivia vs. Sam
Savings

Growth

$437,200

insights about how people feel about providing care. Eightythree percent report the experience as positive and seventyseven percent say caregiving strengthened their relationships.
But fifty-one percent indicate it caused stress in the family.4
Impact on the caregiver’s health: Caregivers often have
higher health care costs than the population at large, and
their chances of becoming disabled increase as well.5 Making
matters worse, absent regular employment the caregiver may
be ineligible to purchase disability insurance.
Scope of impact: Caregiving affects the majority of adult
Americans at some point in their lives. A May 2014 survey by
AP/NORC revealed that sixty percent of Americans over age
40 have had first-hand experience with either providing or
receiving long-term care. Twenty-two percent of workers aged
45-64 are caring for a parent, and twenty percent of all female
workers are doing so.

WHAT TO DO
Financial protection for the caregiver: If one forgoes
employment income to provide care, financial security needs to
take other forms. The primary earner in the household should
carry adequate life and disability insurance and designate the
caregiver as beneficiary. The caregiver may also need life and
disability insurance. Disability insurance can be difficult to obtain
later in life or for someone without a steady employment history.

$178,900

Olivia

Sam

Note: Assumes a hypothetical annual rate of return of 4%. The total cost to the
caregiver also includes lost wages and reduced benefits from Social Security, which
are not shown here.
Source: Calculations by the Chief Investment Office.
Estimates of various investment results are hypothetical in nature, do not reflect
actual investment results and are not guarantees of future results. Investing involves
risk, including the possible loss of principal.

Duration of care: Some situations require care for a limited
period of time, while others require lifelong support. For
example, assistance following surgery is often short-term. After
a stroke or major accident, care may last much longer. People
with limited mobility may need care indefinitely or until they
acquire assistive devices. Others, grappling with degenerative
diseases such as Parkinson’s or Alzheimer’s, may face mounting
needs for care. The average duration of caregiving is 4 years.
About one-quarter of those requiring care receive it for 1 to 4
years; another quarter require 5 years or more.3
Experience of caregivers: An Associated Press/National
Opinion Research Corporation (AP/NORC) study provides
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Consider purchasing long-term care insurance if you are in
your 50s or early 60s so that, if needed, you can access a
broad range of supportive services and living arrangements.
Make sure to review and update relevant documents, an
advance medical directive, a durable power of attorney and a
health care proxy. Ensure you understand your role in making
financial and health decisions of the person receiving care.
Financial support for care: If the recipient of care has longterm-care insurance or adequate assets, then hiring outside
help may be an option. These financial resources may lessen
the need for the caregiver to give up a job or reduce working
hours. However, long-term-care insurance often does not start
paying benefits until the level of care required becomes very
intensive. When the person receiving care fails to qualify for
insurance benefits, the care can be quite costly.
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Choices: The person needing care and his or her family must
decide among caregiving options. Who will provide the care, and
what level of support? How will the caregiver adjust his or her
professional responsibilities to accommodate these changes?
Choices may include continuing to work, using short-term leave
or vacation, taking a long-term leave, or scaling down hours.
Naturally, each of these choices has financial implications.
Case study: Whether to reduce hours to part-time work Jane is weighing her options as to whether to continue to
work full-time or reduce her hours to take care of her elderly
parents. Working part-time would mean no longer making
the same level of contributions to her retirement savings
as before. The table below shows her annual retirement
contributions from age 25 to when she retires at 65 under
both full- and part-time scenarios. If Jane continues to
work full-time her total accumulated retirement savings at
retirement becomes $418,400. By contrast, if Jane chooses
to reduce her hours to part-time her savings at retirement is
$211,000. The difference between the two is $207,400.
Table 2: Potential annual retirement contributions of Jane
Age

25-30

31-35

36-44

45-50

51-65

Part-time

$3,000

$1,500

$1,750

$2,000

$2,000

Full-time

$3,000

$3,500

$4,500

$5,000

$5,500

Exhibit 2: Retirement savings of Jane: Part-time vs. Full-time
Savings

Growth

$418,400

TIPS FOR CAREGIVERS

• Develop a household budget and realistic plans for how
you will handle reduced pay and benefits if you decide
to reduce your hours or stop working.
• When you are working, be sure to contribute fully to
your workplace retirement plan. Budget for a regular
contribution to an Individual Retirement Account (IRA).
• Before quitting a job (or reducing hours), think about
the long-term financial implications and explore
alternative options.
• Inadequate resources can place an undue burden on
the family caregiver. The caregiver should therefore not
be afraid to ask other family members to contribute,
financially or otherwise.

CONCLUSION
Becoming a caregiver can be a major life change. The financial,
emotional and psychological implications of caregiving are
substantial, but many people fail to plan ahead. Caregiving
choices are complex, ranging from help from family members
to community resources and private facilities. Caregiving
responsibilities tend to fall disproportionately on women,
which can present unique challenges to their security in
retirement. Prompt, prudent planning can go a long way
toward mitigating the stresses, financial and otherwise,
associated with caring for loved ones. Planning ahead can help
you prepare for your future needs and those of your loved
ones with confidence.

$211,000

Part-time

Full-time

Note: Assumes a hypothetical annual rate of return of 4%. The total cost to the
caregiver also includes lost wages, reduced benefits from Social Security and potential
retirement savings.
Source: Calculations by the Chief Investment Office.
Estimates of various investment results are hypothetical in nature, do not reflect actual
investment results and are not guarantees of future results. Investing involves risk,
including the possible loss of principal.
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IMPORTANT DISCLOSURES
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.
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 article 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 dollar cost averaging do not guarantee a profit or protect against a loss in declining markets. Since such an investment plan involves continual
investment in securities regardless of fluctuating price levels, you must consider your willingness to continue purchasing during periods of high or low price levels.
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. 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.
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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