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CHAPTER ONE 

Retirement Income 

etirement. For many of us, it is what we’ve saved for and 
dreamed of, pinning our hopes to that magical 
“someday.” Is that someday full of traveling? Is it filled 

with grandkids? Gardening? Maybe your fondest dream is 
simply never having to work again, never having to clock in or 
be accountable to someone else. 
 
Retirement is not about how much you have, 

it’s about how much you can spend! 
 

Your ability to do these things all hinge on your income. 
Without enough income to support these dreams, even a basic 
level of work-free lifestyle is unsustainable. That is why 
planning for your income in retirement is so critical. But where 
do we begin? 

It is easy to feel overwhelmed by this question. Some may 
feel the urge to amass a large lump sum and then try to put it 
all in one product—insurance, investments, liquid assets—to 
provide all the growth, liquidity, and income they need. I 
believe you should focus on a more balanced approach. After 
all, retirement planning isn’t magic. Like I mention elsewhere, 
there is no single product that can be all things to all people (or 
even all things to one person). No approach works unilaterally 
for everyone. That’s why it’s important to talk to a CFP® or 
other financial professional who can help you lay down the 
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basics and take you step-by-step through the planning process. 
Not only will you have the assurance that you have addressed 
the areas you need to, but you will also have an ally who can 
help you break down the process and keep you from feeling 
overwhelmed.  

Sources of Income 
To determine if you have enough income to support your 
retirement, you first have to identify your retirement expenses. 
While this may seem intimidating, once you lay everything out, 
you can begin to sort things into categories. 

Once you have a good overall picture what your expenses are, 
you can start stacking up the resources to cover them.   

Here are some of the sources of income you may be relying 
on for your retirement. I’ll cover these topics in greater detail 
later on, but I wanted to briefly touch on them here. 

Social Security 
Social Security is a guaranteed, inflation-protected federal 
insurance program playing a significant part in most of our 
retirement plans. From delaying until you’ve reached full 
retirement age or beyond to examining spousal benefits, there 
is plenty you can do to try to make the most of this monthly 
benefit. As with all your retirement income sources, it’s 
important to consider how to make this resource stretch to 
provide the most “bang and buck” for your situation. 
 

Did you know that both spouses can collect 
their own Social Security benefits—even if 

only one of you ever worked? 
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 Pension  
Another generally reliable source of retirement income might 
be a pension, if you are one of the lucky people who still has 
one.  

If you don’t have a pension, go ahead and skim on to the next 
section. If you do have a pension, keep on reading. 

Because your pension can be such a central piece of your 
retirement income plan, you will want to put some thought into 
answering some basic questions about it.  For example: 

How well is your pension funded? Since the heyday of 
the pension plan, companies and governments have neglected 
to fund their pension obligations, causing a persistent problem 
with this otherwise reliable asset. Public pensions face a 
collective $4.7 trillion deficit, according to the U.S. Pension 
Tracker.1 The Public Benefit Guaranty Association, which helps 
insure private pensions, reports that there is a $54 billion 
shortfall in multiemployer plans, affecting half of all 
multiemployer plans.2  

What are your withdrawal options? In addition to 
checking up on your pension’s health, check into what your 
options are for withdrawing your pension. If you have already 
retired and made those decisions, this may be a foregone 
conclusion. If not, it pays to know what you can expect and what 
decisions you can make, such as taking spousal options to cover 
your husband or wife if he or she outlives you.  

Also, some companies are incentivizing lump-sum payouts 
of pensions to reduce the companies’ payment liabilities. If 
that’s the case with your employer, talk to your financial 
professional to see if it might be prudent to do something like 

 
1 U.S. Pension Tracker. April 2019. https://us.pensiontracker.org/ 
 
2 Alessandro Malito. MarketWatch. December 11, 2018. “The Truth About 
Pensions: They Aren’t Dead, But Some Are Barely Holding On.” 
https://www.marketwatch.com/story/the-truth-about-pensions-they-
arent-dead-but-some-are-barely-holding-on-2018-12-11 
 

https://us.pensiontracker.org/
https://www.marketwatch.com/story/the-truth-about-pensions-they-arent-dead-but-some-are-barely-holding-on-2018-12-11
https://www.marketwatch.com/story/the-truth-about-pensions-they-arent-dead-but-some-are-barely-holding-on-2018-12-11
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that or if it might be better to stick with lifetime payments or 
other options. 

Your 401(k) and IRA 
One “modern way” to save for retirement is in a tax deferred 
savings account – either with your employer or on your own 
using an individual retirement account (IRA).  In my opinion, 
these tax-advantaged accounts are a poor substitute for 
pensions, because it makes YOU solely responsible for making 
all the right investment and management decisions. That said, 
one of the biggest disservices you can do to yourself is to not 
take full advantage of them. According to one article, about 42 
percent of adults under thirty and 26 percent of adults thirty to 
forty-four haven’t contributed to any retirement account, let 
alone their 401(k). 3 

Also, if you have changed jobs over the years, do the work of 
tracking down any benefits from your past employers. Do you 
have an old IRA here or an old 401(k) there? Keep track of those 
so you can pull them together and look at those assets when 
you’re ready to look at establishing sources of retirement 
income. 

Do You Have… 
● Life insurance? 
● Annuities? 
● Long-term care insurance? 
● Any passive income sources?  
● Stock and bond portfolios? 
● Liquid assets? (What’s in your bank account?) 

 
3 Niall McCarthy. Forbes. June 3, 2019. “Report: A Quarter of Americans 
Have No Retirement Savings.” 
https://www.forbes.com/sites/niallmccarthy/2019/06/03/report-a-
quarter-of-americans-have-no-retirement-savings-
infographic/#5fb35b703ebf 
 

https://www.forbes.com/sites/niallmccarthy/2019/06/03/report-a-quarter-of-americans-have-no-retirement-savings-infographic/%235fb35b703ebf
https://www.forbes.com/sites/niallmccarthy/2019/06/03/report-a-quarter-of-americans-have-no-retirement-savings-infographic/%235fb35b703ebf
https://www.forbes.com/sites/niallmccarthy/2019/06/03/report-a-quarter-of-americans-have-no-retirement-savings-infographic/%235fb35b703ebf
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● Alternative investments? 
● Rental properties? 

Before you sit down with a financial professional, you should 
gather all the information you can about your assets, no matter 
how big or small. From the free insurance policy offered at your 
bank to the sizable investment in your brother’s modestly 
successful car dealership, you want to have a good idea of where 
your money is. 

When someone hires me to be their financial adviser, I begin 
by asking them to show me their current financial plan. Most of 
the time, what they show me is a pile of disjointed folders and 
papers. In many cases, once I’ve compiled and analyzed their 
information, many are surprised to learn they are better off 
than they thought. The reason is because they’ve never seen the 
bits and pieces of their information put together before. 

Retirement Income Needs 
How much money do you need to save for retirement? How do 
you determine that? A lot of people work toward a random 
number, thinking, “If I can just have a million dollars, I’ll be 
comfortable in retirement!” Don’t get me wrong; it is possible 
to save up a lot of money and then retire in the hopes that your 
money will last. But I think this carries a general risk of running 
out of money. Instead, I work with my clients to find out what 
their current and projected income needs are and then work 
from there to see how we might bridge any gaps between what 
they have and what they need.  

Goals and Dreams 
In the opening of a very popular movie, a person walks through 
the scene repeating over and over again “What’s your dream, 
what’s your dream? Everybody’s got a dream!”  

So what’s YOUR dream? Let’s start with your pie in the sky. 
If you had an unlimited amount of money, what would you do? 



6 | DAVID LATCH 

It surprises me how often the answer to this question is “We 
haven’t really thought about it.” In fact, a recent survey found 
one in five Americans spend more time planning their 
vacations than they spend planning their retirements.4 Maybe 
it’s because planning a vacation is less stressful: Having a week 
at the beach go awry is, well, a walk on the beach compared to 
running out of money in retirement. Whatever the case, 
perhaps it would be better if you thought of your retirement as 
an endless vacation in and of itself—no clocking in, no boss, no 
overtime.  

What would an endless vacation mean for you? An extended 
trip to Paris and Rome? Would it mean mentoring at children’s 
clubs or serving at the local soup kitchen? Or maybe it would 
mean deepening your ties to those immediately around you—
neighbors, friends, and family. Maybe it would mean more time 
to take part in the hobbies and activities you love. You might 
even consider a second (or even third) career as a small-
business owner, turning a hobby or passion into a revenue 
source? 

This is your time to daydream and answer the question: If I 
could do anything, what would I do? 

After that, it’s just a matter of putting a dollar amount on it. 
What would a trip around the world cost? As an example, one 
couple I know said their highest priority in retirement was 
being able to take each of their grandchildren on a cross-
country vacation every year. That’s a pretty specific goal—one 
that is reasonably easy to nail down and budget an amount for. 

Current Budget 
Compiling a current expense report is one of the trickiest pieces 
of the retirement planning process. Many people assume their 

 
4 Malika Mitra. CNBC. August 2, 2019. “You’re not alone if you spend more 
time planning your vacation than working on your finances.” 
https://www.cnbc.com/2019/08/02/1-in-5-people-spend-more-time-
planning-vacations-than-finances-survey.html 
 

https://www.cnbc.com/2019/08/02/1-in-5-people-spend-more-time-planning-vacations-than-finances-survey.html
https://www.cnbc.com/2019/08/02/1-in-5-people-spend-more-time-planning-vacations-than-finances-survey.html
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expenses in retirement will be lower than they are during their 
working years. After all, there will be no drive to work, no need 
for a formal wardrobe, and, perhaps most impactful of all, no 
more saving for retirement! 

Yet, we often underestimate our daily spending habits. 
That’s why, when I'm working with a new client, I first ask them 
how much income they think they will need during retirement. 
Then as we move along, I work with them to build a list of their 
monthly, quarterly, semi-annual, and annual expenses. In 
many cases, people find out their retirement income needs are 
very similar to their income needs while they were working. The 
reason is because when we retire, we want to maintain the same 
lifestyle we had while we were working. People think about the 
expenses that will go away once they retire, but very few 
consider the new expenses they will incur.  

For example, while you may not be driving to work every day, 
now that you have time on your hands you may be doing more 
traveling. What will your health care expenses look like once 
you are not covered by your company plan?  

In some cases, budgets may even need to increase compared 
to your working years.  

I can’t count the number of times I have sat with a couple, 
asked them about their spending, and heard them throw out a 
number that seemed incredibly low. When I ask them where the 
number came from, they usually say they estimated based on 
their total bills. Yet, our spending is so much more than our 
mortgage, utilities, cable, phone, car, grocery, or credit card 
bills.  

“What about clothes?” I ask, “Or dining out? What about 
your travel goals or gifts and coffees and last-minute birthday 
cards?” That’s when the lights come on. 

Once when I was working with a couple who had recently 
hired me, I asked them how much monthly income they wanted 
during retirement. He told me they felt they needed an extra 
$2,000 a month to make ends meet. I asked them to provide 
me with a record of their income and spending. I analyzed his 
figures and the next time we met I showed him that, based on 
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the income and expense figures he gave me, he should already 
have $2,500 left over each month (that’s a difference of 
$4,500). We eventually got it sorted out, and this example 
perfectly illustrates why it’s so important to have a solid handle 
on household finances—both income and spending—before 
and especially during retirement. 

Another hefty expense people don’t consider is how much 
they spend on their children and grandchildren. Many couples 
I work with are quick to help their adult children, whether it’s 
something like letting them live in the basement, paying for 
college, babysitting, paying an occasional bill, or contributing 
to a grandchild’s college fund. They aren’t alone—79 percent of 
Americans in 2018 said they provided financial support for an 
adult child. And some parents even tap into their retirement 
funds to do so.5  

People sometimes are passionate that what they do for their 
grown children and grandchildren shouldn’t stop once they 
retire. I get it. Parents like to feel needed. While you never want 
to neglect saving for retirement in favor of taking on a family 
member’s financial burden (like your child’s student debt), the 
parents who help their adult children do so in part because it 
helps them feel fulfilled.  

When it comes down to expenses, including (and especially) 
spending on your family, don’t make your initial calculations 
based on what you could whittle your budget down to if you had 
to. Instead, start from where you are. After all, who wants to 
live off a bare-bones bank account in retirement? 

 
5 Lorie Konish. CNBC. October 2, 2018. “Parents Spend Twice as Much on 
Adult Children than They Save for Retirement.” 
https://www.cnbc.com/2018/10/02/parents-spend-twice-as-much-on-
adult-children-than-saving-for-retirement.html 
 

https://www.cnbc.com/2018/10/02/parents-spend-twice-as-much-on-adult-children-than-saving-for-retirement.html
https://www.cnbc.com/2018/10/02/parents-spend-twice-as-much-on-adult-children-than-saving-for-retirement.html
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Other Expenses 
Ok, you have nailed down your current budget and your dreams 
or goals for retirement but wait, you’re not done yet.  There are 
a few other outstanding pieces to think about—some expenses 
many people don’t take the time to consider before making and 
executing a plan. But I’m assuming you want to get it right, so 
let’s take a look. 

Housing 
Do you know where you want to live in retirement? This makes 
up a substantial piece of your income puzzle—since the typical 
American household owns a home, and it’s generally their 
largest asset—but it often goes unaccounted for until the last 
minute. 6 

Some people prefer to live right where they are for as long as 
they can. Others have been waiting for retirement to pull the 
trigger on an ambitious move, like purchasing a new house, or 
even downsizing. Whatever your plans and whatever your 
reasons, there are quite a few things to consider. 

Mortgage 
Do you still have a mortgage? I know many people who took 
advantage of the constantly lowering mortgage rates in the 
1990s and 2000s and refinanced their homes (sometimes 
several times). What we are seeing now is many members of the 
baby boomer generation will carry mortgages until the day they 
die. For many people, this is the single largest budget item they 
have to deal with account for. At least prior to 2018, you could 
deduct the interest and get a little something back for that 
mortgage every month, but now that option is gone—at least for 

 
6 Jann Swanson. Mortgage News Daily. August 28, 2019. “Homeownership 
is the Top Contributor to Household Wealth.” 
http://www.mortgagenewsdaily.com/08282019_homeownership.asp 
 

http://www.mortgagenewsdaily.com/08282019_homeownership.asp
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the time being. So, assuming it never gets reinstated, what was 
a nice tax boon in your working years could turn into a financial 
burden in your retirement. After all, when you are on a limited 
income, a mortgage is just one more bill sapping your financial 
strength. It is something to put some thought into, whether you 
plan to age in place or are considering moving to your dream 
home, buying a house out of state, or living in a retirement 
community. 

Upkeep, Taxes and Insurance 
Even if your mortgage is paid off, you still must account for the 
annual property taxes and homeowner’s insurance. While it’s 
tempting to think of these as once-a-year expenses, they can be 
large expenses. When you have limited earning potential, you 
need to plan for these expenses so you don’t get caught short. 

The costs of homeownership aren’t just monetary. When you 
find yourself dealing with more house than you need, it can 
drain your time and energy. From keeping clutter at bay to 
keeping the lawn mower running, upkeep can be extensive and 
expensive. For some, that’s a challenge they heartily accept and 
can comfortably take on. For others, the idea of yard work or 
cleaning an area larger than they need seems foolish. 

For instance, Peggy discovered after her knee replacement 
that most of her house was inaccessible to her while she was 
recovering.   

“It felt ridiculous to pay someone else to dust and vacuum 
my entire house when I was only living in a small portion of it!” 

Practicality and Adaptability 
Erik and Magda are looking to retire within the next two 
decades. They just sold their old three-bedroom ranch-style 
house. Their twins are in high school, and the couple has 
wanted to “upgrade” for years. Now they live in a gorgeous 
1940s three-story house with all the kitchen space they ever 
wanted, five sprawling bedrooms, and a library and media 
room for themselves and their children. Within months of 
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moving in, the couple realized a house perfect for their active 
teens would no longer be perfect for them in five to fifteen 
years. 

“We are paying the mortgage for this house, but we’ve 
started saving for the next one,” said Magda, “because who 
wants to climb two flights of stairs to their bedroom when 
they’re seventy-eight?” 

Others I know have encountered a similar situation in their 
personal lives. After a health crisis, one couple found the 
luxurious tub for two they toiled to install was now a potential 
safety risk. It’s important to think through what your physical 
reality could be. I always emphasize to my clients that they 
should plan for whatever their long-term future might hold, but 
it’s amazing how many people don’t give it much thought. 

Contracts and Regulations 
If you are looking into a cross-country move, be aware of new 
tax tables or local ordinances in the area where you are looking 
to move. After all, you don’t want to experience sticker-shock 
when you are looking at downsizing or reducing your bills in 
retirement. 

Along the same lines, if you are moving into a retirement 
community, be sure to look at the fine print. What happens if 
you must move into a different part of the facility because you 
need long term care support? Will you be penalized? Will you 
be responsible for replacing your slot in the community? What 
are all the fees, and what do they cover? 

Inflation 
As I write this in 2020, America has experienced a long stretch 
of low inflation, with inflation not exceeding 4 percent since 
1991.7 

 
7 US Inflation Calculator. January 2020. “Historical Inflation Rates.” 
http://www.usinflationcalculator.com/inflation/historical-inflation-rates/ 
 

http://www.usinflationcalculator.com/inflation/historical-inflation-rates/
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However, inflation isn’t a one-time bump; it has a 
cumulative effect. Even with relatively low inflation over the 
past few decades, the twenty-dollar sneakers you bought your 
grade-schooler in 1991 will cost $37.90 to buy for your 
grandchild today.8 What if, in retirement, we hit a stretch like 
the late ’70s and early ’80s, when annual inflation rates of 10 
percent became the norm? It may be wise to consider some 
extra padding in your retirement income plan to account for 
any potential increase in inflation in the future. 

I generally meet with people who feel that receiving a certain 
set amount of dollars per month will allow them to live 
comfortably throughout retirement. Once they see a long-range 
plan that shows the impact of inflation, however, they see how 
inadequate their original income estimate is.  

Aging 
We all hope to age gracefully. However, it’s important to face 
the prospect of aging with a sense of realism. 

The elephant in the room for many families is long-term 
care: No one wants to admit they will likely need it, but 
estimates say as many as 70 percent of us will.9 Aging is a 
significant piece of retirement income planning because you’ll 
want to figure out how to set aside money for your care, either 
at home or away from it. The more comfortable you get with 
discussing your wishes and plans with your loved ones, the 
easier planning for the financial side of it can be. 

I discuss health care and potential long-term care costs in 
more detail elsewhere in this book, but, suffice it to say, nursing 
home care is incredibly expensive and you typically don’t get to 
choose when you will need it.  

 
8 Ibid. 
9 Moll Law Group. 2019. “The Cost of Long-Term Care.” 
https://www.molllawgroup.com/the-cost-of-long-term-care.html 
 

https://www.molllawgroup.com/the-cost-of-long-term-care.html
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It isn’t just the costs of long-term care that pose a concern in 
living longer. It’s also about covering the possible costs of 
everything else associated with living longer. Let’s take Henry 
as an example.  He retires from his job as a biochemical 
engineer at age sixty-five, and plans to have a very decent 
income for twenty years, until age eighty-five. That’s a great 
plan, unless he lives until he’s ninety-five. If that happens, he 
could very easily run out of income before he runs out of need! 

Putting It All Together 
Okay, at this point you know what you have and you know what 
you need. Now it’s time to put it all together. 

Like the proverbial man in the Bible who built his house on 
a rock, I like to help my clients figure out how to cover their 
day-to-day living expenses—their needs—with the right balance 
of guaranteed income sources like pensions and Social Security 
and growth oriented investments to help keep them ahead of 
inflation.  

Here’s how I do it. My financial planning process has three 
basic steps. First, Discovery—This is where we sit down and 
you as the client do most of the talking. I learn about your goals, 
your objectives, and your concerns.  

The next step is Evaluation—This is where I pour through 
and do a deep dive into all of your information (e.g. financial 
records, tax return, current estate planning records etc.). 

The final step is Planning—After the analysis is completed, 
I’ll develop suggestions and strategies to help you achieve your 
retirement goals. For example, when does it make sense to turn 
on Social Security? Do we need to look at developing more 
predictable and assured income so you never have to worry 
about money? How will we account for inflation? 

Again, you should keep in mind there isn’t one single 
financial vehicle, asset, or source to fill all your needs, and that’s 
okay. One of the challenges of planning for your income in 
retirement concerns figuring out what products and strategies 
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to use and how best to employ them. You can release some of 
that stress when you accept the fact you will probably need a 
diverse portfolio—potentially with bonds, stocks, insurance, 
and other income sources—not just one massive pile of money. 

One way to help shore up your income is by working with 
your financial professional and a qualified tax adviser to 
mitigate your tax exposure. If you have a 401(k) or IRA, a tax 
adviser can help you figure out how and when to take 
distributions from your account in a way that doesn’t push you 
into a higher tax bracket. Or you might learn how to use tax-
advantaged bonds more effectively. Effective tax planning isn’t 
necessarily about “adding” to your income. Especially during 
retirement, it’s about keeping more of what you already have. 
Paying a lower tax bill disinherits the IRS to the greatest extent 
possible and allows you to keep more money in your pocket. 

Now you can look at ways to cover your remaining 
retirement goals. Are there products like long-term care 
insurance available to address any catastrophic expense you 
anticipate? Is there a particular asset you want to use for your 
“play” money—money for trips and gifts for the grandkids? Is 
there any way you can portion off money for those charitable 
legacy plans? 

Once you have analyzed your income wants, needs, and the 
assets to realistically cover them, you may have a gap. The 
masterstroke of a competent financial professional will be to 
help you figure out how you will bridge that gap. Will you need 
to cut out a round of golf a week? Maybe skip the new car? Or 
will you need to take more substantial action? 

One way to cover an income gap is to consider working 
longer or even part-time before retirement and even after that 
magical calendar date. This may not be the best “plan” for you; 
disabilities, work demands, and physical or emotional 
limitations can hinder the best-laid plans to continue working. 
However, if it is physically possible for you, this is one 
considerable way to help your assets last. 

In fact, about one in five Americans are still working past age 
sixty-five. This is a record percentage in the past half-century. 
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While some do list their personal finances as a reason for 
staying on the job, others do so to avoid feeling bored in 
retirement, among other reasons.10 

At some point, however, you will retire. Once that happens, 
you no longer have an employer paying you a steady check. It is 
up to you to make sure you have saved and planned for the 
income you need.  

 
10 Associated Press. October 9, 2018. “1 in 5 Americans over 65 are Still 
Waiting to Retire.” https://nypost.com/2018/10/09/1-in-5-americans-
over-65-are-still-waiting-to-retire/ 
 

https://nypost.com/2018/10/09/1-in-5-americans-over-65-are-still-waiting-to-retire/
https://nypost.com/2018/10/09/1-in-5-americans-over-65-are-still-waiting-to-retire/
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Know what you own and know why you 

own it. 
 

Peter Lynch 
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