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There’s a new way to think 
about how much money 
you’ll need in retirement. 
Calculating your income and 
expenses by month gives 
you a more realistic picture.
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How will you cover your expenses when you’re no 
longer receiving a paycheck? And how much money 
will you need in retirement? Those are questions 
that most retirees – and those approaching 
retirement – struggle to answer.

Most of us will rely on monthly Social Security payments 
and whatever we can generate from our savings, since 
fewer Americans have pensions or other sources of 
protected lifetime income. However, Social Security 
typically accounts for only up to 40% to 50% of the 
monthly income retirees need, and that can leave a gap 
that often requires you to tap into a substantial portion 
of your savings to make up the difference. And with 
Americans living longer than ever before, many retirees 
are concerned about making their money last.

One solution is to think differently about the 
income you’ll need in retirement. Calculating your 
income on a monthly basis (versus annually or 
over a longer period) can provide you with a better 
gauge of what to expect in retirement.

Looking at your retirement income from a monthly 
perspective gives you a more realistic idea of what 

NEW RETIREMENT FORMULA
A NEW WAY OF THINKING ABOUT HOW MUCH MONEY YOU’LL NEED IN RETIREMENT.

your income will be and whether that will be enough 
to cover your expected expenses. It’s easier to estimate 
your monthly expenses and then compare that 
to what you can generate in income – your Social 
Security + pension (if you have one) + savings. 

If there’s a gap between what you expect you’ll need and 
your income, then you need to decide how to cover that. 

One way to do that is by placing some of your savings 
into an annuity to generate protected lifetime 
income. An annuity is simply a contract between 
you and an insurance company where you contribute 
money up front then receive payments over a 
period of time. You can receive those payments 
a variety of ways, including through an income 
stream that lasts your whole life.

Like many investment products, annuities 
continue to evolve to meet the needs of today’s 
retirees, providing options that can let you leave 
a legacy to your family, or allow you to make 
withdrawals as needed. There are even options 
that allow you to participate in a portion of the 
potential growth in the stock market without 
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risk of losing your principal, which can be valuable 
in today’s high-volatility market environment. Talk 
to your financial advisor about what options might 
work for you.

One advantage of investing in an annuity is that it 
may be able to generate more income per dollar in 
retirement than you would receive if you followed a 4% 
per year systematic withdrawal from your investments, 
an approach that is referenced in many retirement 
planning articles. Purchasing an annuity can 
provide you with additional dollars for monthly 
expenses, or allow you to do more in retirement. 

If you’re already retired, then calculating your 
monthly income and expenses is an important part 
of understanding where you are, and having the 
confidence that your money will last for as long as 
you need it.

But generally speaking the earlier you can start 
planning the better. So if you’re five to 10 years 
away from retiring, you can know how you’re tracking 
and whether you need to “catch up” by saving 
more during your final working years. If you do, an 
annuity may be able to help, allowing you to protect 
and grow your savings or income at a time when 

you might typically be moving your money into less-
risky investments. 

Also if available, consider investing in an annuity 
within your qualified plan, such as a 401(k) or 
403(b). You can accumulate savings in an annuity 
during your working years so you’ll already have 
protected lifetime income for when you retire. Talk 
to your plan administrator about your options.

Funding your retirement doesn’t need to be a 
“wait and worry” process. Work with your financial 
advisor to determine what your monthly income 
and expenses will be and if the protected lifetime 
income from an annuity might help you relax and 
get more enjoyment from retirement. 

Download this list of questions about  
annuities to discuss with your financial 
advisor or plan sponsor. 

https://fb53c249d56cbdc517b3-a0041c3964186a9714763246bc825d85.ssl.cf1.rackcdn.com/ALI-Content-Checklist1.pdf

