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Our Nation’s Baby Boomer Crisis: Plan Finances Now to Enjoy Life Later

Today’s baby boomers (born 1946-64) are facing the tough realities of tomorrow’s retirement. Baby boomers make up nearly one third of the U.S. population and spend an estimated $2 trillion annually. Their prolific spending habits may be good for the economy, but many boomers must face a harsh fact: They are not saving enough money to stop working and enjoy retirement.

This country is facing a financial crisis that will begin to rear its ugly head in just four years, when the oldest baby boomers become eligible for early retirement at age 62. As the boomers begin to retire, they will draw Social Security benefits at a record pace. Our country will suffer an increase in government spending on social security, and at the same time, our shrinking labor pool will be inadequate to fund the increased spending.

This looming economic ‘catch 22’ poses a burden for both retiring boomers and all taxpayers. Due to their spending habits, most baby boomers have not done the financial planning required to save enough for retirement. This problem will be magnified by the boomers’ increased life expectancy. They are living longer than past generations, creating an urgent need to plan for a lengthy retirement with enough savings to cover several years of healthcare expenses.

Retirement income is often described as a ‘three-legged stool’ comprised of Social Security, employer pensions and private savings and investments. Unless boomers begin serious financial planning now, they will be forced to add a fourth leg to the stool: Continued employment to earn supplemental income. 

When the boomers were younger and made up the majority of this country’s large workforce, our economy was better able to pay for entitlement programs like Social Security and Medicare. But today’s Social Security and Medicare shortages, and weakening employer pension programs, make one thing clear: Baby boomers must immediately beef up their private savings and investments if they are going to enjoy retirement without being forced to work into old age.

According to the most recent Demographic Profile of American Baby Boomers from the MetLife Mature Market Institute, younger boomers (born 1956-64) spend most of their money on mortgages and the costs of raising children. Older boomers (born 1946-55) spend most of their money on clothing and home improvements. Boomers have enjoyed prosperity – their poverty rate was 7.3% in 2000, lower than any other demographic population in the country.

The same study also reported that 50 percent of boomers say they plan to work beyond retirement, primarily so that they can continue to support their generous spending habits and continue to enjoy the lifestyle they’ve grown accustomed to. The reality is, at their current rate of spending, they will have no choice; they will be forced to work well beyond retirement age and may still become impoverished by the time they reach their seventies. 

Inadequate Medicare funding will exacerbate the boomers’ financial situation. Medicare was already in debt before the Bush administration, and its debt continues to grow with the current administration’s addition of an unfunded drug benefit.

Boomers are typically in better health than previous generations, and they are likely to remain healthier, and thus, live longer. As a result, they’ll need the discipline to allocate a large portion of their retirement income to cover health care costs – they cannot assume that Medicare will support them. This will further decrease the amount that they will have available to spend.

Another financial issue facing retiring baby boomers is an impending repeal of the federal estate tax. The federal estate tax currently operates under legislation passed in 2001. This law is gradually eliminating estate taxes through 2009 by increasing the size of the taxable estate credit each year so that smaller estates are no longer subject to taxation. This legislation will eliminate estate tax altogether for one year in 2010. If the Senate approves this law before December 31, 2010, the estate tax repeal becomes permanent. If the Senate does not approve it, then estate tax will revert to its 2001 rate, which means that estates worth $1,000,000 or more will be taxed.

Vast numbers of baby boomers will be retiring and/or planning their estates in 2010-2011 when the tax is likely to be completely eliminated. Although a tax repeal sounds great, it means that many states will add or increase state-level death taxes to recoup lost revenue from the federal tax. Baby boomers must be proactive about updating, or creating, their estate plans in order to take advantage of federal and state-level tax changes. 

Fortunate boomers who have accumulated significant wealth will discover that the more assets and investments they have, the more they must commit time and effort to managing them. How they manage their wealth will impact how much they have for retirement. Many of them will hire several independent financial specialists – like investment brokers, accountants, estate attorneys and insurance agents – and then get bogged down with the specialists’ differing opinions, facts and figures. 

Each of these financial specialists manages a separate part of the client’s overall finances, so none of them sees an integrated view of the total picture. Boomers will be forced to make sense of their separate, and often contradictory, recommendations. Reliance on several different financial specialists can actually squander, instead of maximize, savings, investments and assets.

Recommended Financial Solutions

What is the smartest way for baby boomers to plan an enjoyable retirement and to avoid our nation’s impending financial crises with Social Security, Medicare and pensions?
Baby boomers must immediately engage in proactive, disciplined and integrated financial planning. 

The best way to accomplish this is to seek an experience Certified Financial Planner( who is qualified to evaluate a client’s entire financial picture as an integrated whole. An excellent financial advisor will assess the client’s retirement goals, assets, savings accounts, investment portfolio, estate plan and life insurance policies to make sure that each component is working together for maximum asset protection and growth.

The goal is to reduce reliance on multiple financial professionals, and instead utilize one outstanding financial advisor who can serve as the client’s central access point and guardian for overall financial planning and the achievement of personal goals, such as a well-funded retirement or a well-protected estate.

The right financial advisor should be able to offer expert advice on every aspect of the client’s finances, and they should provide step-by-step strategies that will help baby boomers to:

· Develop a personal financial plan designed to meet personal lifestyle goals

· Determine the total sum and annual income required to retire successfully

· Create an action plan and financial budget designed to meet future retirement goals 

· Manage an investment portfolio aligned with the client’s goals and risk tolerance

· Maximize 401(k) plans, IRAs and other retirement savings options

· Evaluate and select the best plan to save for children’s (or grandchildren’s) education

· Begin estate planning and asset protection planning now to maximize the estate

· Purchase the right life insurance to protect their assets and their beneficiaries

· Improve asset management of real estate and other property to increase value

A revolutionary financial management system that supports these goals is Woodward OnePortfolioSM, a cutting-edge wealth management system that combines powerful web-based financial tools with expert financial advice. Clients can manage their entire financial world in a personal web site that is easy to use and completely secure.

This system sets a new standard in the financial planning industry. It’s the first integrated financial planning system that delivers professional recommendations along with web-based instant access to continually updated financial information. Clients can always get a real-time snapshot of their total financial picture with the click of a mouse from anywhere in the world. 

Woodward OnePortfolio unites personal financial plans, bank and investment accounts, assets, retirement accounts as well as wills, trusts, deeds, insurance policies and other documents in a central web-based portfolio. Instead of juggling separate accounts and searching for paper documents, web-savvy baby boomers can track their assets, monitor daily changes across all financial accounts and obtain digital copies of important legal documents from any computer with Internet access.

Financial advisors at Woodward Wealth Management can quickly track changes in a client’s finances, uncover weaknesses in their asset allocation and then recommend a game plan to achieve the client’s personal goals with less time and effort. It’s a truly integrated approach to financial management that allows Woodward Wealth Management to discover and recommend every possible financial opportunity to the client. 

For baby boomers who value speed and convenience, and who recognize the critical need to begin better financial planning, Woodward OnePortfolio may be the most effective way to plan finances now in order to enjoy life later.
Conclusion: Recommended Legislative Courses of Action

The financial experts at Woodward Wealth Management also encourage citizens and legislators to demand and implement these recommended legislative changes designed to support the future of social security:

Raise the minimum retirement age for those born in 1945 and after

Legislators would be wise to immediately institute one minimum social security retirement age for people born in and after 1945. We propose to set the minimum retirement age at 70 years. Instituting a single retirement age will eliminate early retirement, simplify the system and defer social security payments until baby boomers are older. 

Remove the social security income cap

We propose that legislators work to remove the social security income cap starting in 2006. The Medicaid caps would stay at their current indexed level. 

If citizens request that their state representatives pursue these two legislative initiatives, our country can increase future cash flow in order to support the current levels of social security for baby boomers and future generations.
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