Tips for Retirees and Those Who Hope To Retire

 Barbara Boren, a Financial Advisor with KMS Financial Services, has over 20 years experience guiding individuals in their Retirement Planning and can be reached at www.BarbaraBoren.com or 206 441-6884

Stay Calm- Take a deep breath and then look at your situation. No matter how bad it may seem today, there are steps you can take to improve your circumstances. Just like grocery shopping when you’re hungry results in impulse buys, making investment decisions when you’re upset and anxious can increase poor decisions that will affect the quality of your life for years to come.

Professional Advice- If you don’t have a good grasp of financial matters, this is a time to consult with a pro. Pick someone who has the benefit of experience, the skill, and know-how to guide you through these difficult times. Most advisors offer a free initial consultation so you can ask them questions and see if there’s a ‘fit’. Find someone who listens, and addresses your concerns clearly and respectfully without pushing products.
Review Your Portfolio- Understanding what investments you have and how they respond in different markets situations is critical, as is being clear on your time frame. When do you expect to need this money? The closer you are to retirement the more conservative you should be. Building in a foundation of safer investments always makes sense and then layer in growth investments that match your risk tolerance and time frame. Let ‘need’ not ‘greed’ guide you. 
Plan Your Retirement Distributions- Add up all your savings and retirement accounts and calculate what a 4% annual withdrawal would provide. Then add in your anticipated Social Security benefits and decide if you can live on this. A T.Rowe Price study found that limiting distributions to 4% in the first several years of retirement decreased the odds of running out of money over a 30-year period in half. 

Count On Rising Health Care Costs- Understand your health insurance options before retiring. Will your employer offer benefits or will you need supplemental insurance? Medicare is underfunded and it’s likely that benefits will be cut and premiums increased in the years ahead. Do purchase Long Term Care insurance if at all possible. MetLife estimates that the current annual rate of a nursing home is $77,745. At that rate, what would an unanticipated medical event do to your savings?

Be Flexible- Consider delaying retirement for several years or working part time. Working one additional year increases your average annual retirement income by 9% according to the Urban Institute. Delay receiving Social Security if you can and you’ll be rewarded by an 8% increase to your benefit for each year delayed up until age 70. Go to www.SocialSecurity.gov  for help in determining when to start your benefits. Consider downsizing your home, sharing housing or moving to an area with a lower cost of living.  
Reduce Spending & Pay off Debt- Practice living on less while you’re still working to see if you can manage before actually retiring. But be prepared to need 100% of today’s income in the years ahead in order to meet rising health care costs and taxes. Pay off home equity lines of credit and consumer debt and pay down your mortgage if possible.

Consider Roth IRA’s & Roth 401k’s- Roth’s are funded with after tax dollars and if held the longer of 5 years or until age 59 ½, are tax free when withdrawn. The seed is taxed but not the harvest. Additionally, Roth’s aren’t included when determining whether Social Security benefits are taxable, nor are they considered in Medicare premium payment calculations.
Remember That Things Will Change- Market corrections are inevitable. But they do reverse themselves eventually and when they do you may see your assets grow in value again.
