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RETIREMENT 101, PART 7:
DETERMINING HOW MUCH YOU NEED TO
RETIRE

07/26/2013

In this dinstallment of our Retirement 101 blog series, we’ll discuss ways to determine
how much income you may need in retirement. It can be a daunting undertaking, but it’s
important to have an idea of how much you will need. That way you can more easily plan
how much you may need to save and how best to allocate your assets in order to meet your
income goals. There is a rule of thumb that says you will 1ikely need 70% of your
current income 1in retirement. So, if you make $100,000 per year now, you will need
$70,000 per year then. But this rule of thumb may not take everything 1into
consideration. Perhaps you want to Tive more lavishly 1in retirement, or perhaps you
still have kids in college when you’re “retirement age.” Whether you use that rule of
thumb or a retirement calculator to help you determine what you’ll need, you are going
to have to consider a number of factors (and have the information at the ready) to get
to your unique number. Social Security People often forget to factor in how much Social
Security they may receive when considering how much income they’11l need in retirement.
while it probably won’t be enough to meet your needs, you will Tikely receive some sort
of benefit. Each year, you should be receiving a statement from the Social Security
administration that gives you an didea of what your monthly benefits will be 1in
retirement. Use this as a starting point for income you will receive and Took at your
investments to supplement it. Longevity According to the Centers for Disease Control,
the average woman born in 1970 who reaches the age of 65 will Tikely Tive to be 82,
while the average man will Tikely Tive to be 78. This is wonderful news, but it does
impact how long you may be in retirement and how much money you will need. And it is
important to remember that these are averages, which means that many people will Tive
Tonger than these estimates - so your retirement could Tlast 20-25 years or more.
Lifestyle The Tifestyle you want to lead in retirement also impacts how much income you
will need. Travel, entertainment and golf don’t come cheap. But perhaps you have modest
dreams and will consider downsizing during retirement. Think about whether you will have
multiple cars or a big home, how much you might travel, etc. Having a plan for what you
think you will do in retirement will help you determine the true income Tevel you may
need. Health cCare Wwhile few of us 1like to think about 1it, the truth 1is that you will
need more health care as you age. And health care costs are rising much faster than
inflation. Medicare and Medicaid do not cover everything, and even if you are healthy,
prescriptions alone can be quite costly. Currently, the average 65-year-old retiring

couple is estimated to spend $240,000 on health care throughout their retirement.l of
course, that means many couples spend less and many spend more. Inflation Don’t forget
to factor 1in inflation. In general, the price of goods increases about 3%-4% each year,
so all things being equal, that $1.00 cup of coffee will cost $1.04 next year. Of
course, all things are rarely equal, and the price of many things (such as health care
and college) increases much faster than the cost of inflation. The bottom 1ine is that
you need your investments to return at least 4% just to keep up with inflation. That can
be a tall order. bon’t get discouraged The information can seem overwhelming, but it
doesn’t need to be. Every Tlittle bit you save will help you prepare for retirement, so
do not get discouraged. One thought 1is to save as much as you can now and to select
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investments, such as exchange-traded funds (ETFs), that offer lower fees. Even 1% lower
fees can make a significant difference in your retirement balance over time. For more
information on 401(k) plans, ETFs or other dnvestment topics, please Vvisit

www.wisdomtree.com. Read our 401(k) series here. 1According to Fidelity.

Important Risks Related to this Article

ordinary brokerage commissions apply.

For standardized performance and the most recent month-end performance click here NOTE,
this material 1is intended for electronic use only. Individuals who intend to print and
physically deliver to an investor must print the monthly performance report to accompany
this blog.

For more investing insights, check out our Economic & Market Outlook

View the online version of this article here.
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IMPORTANT INFORMATION

U.S. 1dinvestors only: Click here to obtain a WisdomTree ETF prospectus which
contains investment objectives, risks, charges, expenses, and other information;
read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign
investing involves currency, political and economic risk. Funds focusing on a single
country, sector and/or funds that emphasize 1investments 1in smaller companies may
experience greater price volatility. Investments in emerging markets, currency, fixed
income and alternative investments include additional risks. Please see prospectus for
discussion of risks.

Past performance is not indicative of future results. This material contains the
opinions of the author, which are subject to change, and should not to be considered or
interpreted as a recommendation to participate in any particular trading strategy, or
deemed to be an offer or sale of any investment product and it should not be relied on
as such. There is no guarantee that any strategies discussed will work under all market
conditions. This material represents an assessment of the market environment at a
specific time and is not intended to be a forecast of future events or a guarantee of
future results. This material should not be relied upon as research or investment advice
regarding any security in particular. The user of this information assumes the entire
risk of any use made of the information provided herein. Neither WisdomTree nor 1its
affiliates, nor Foreside Fund Services, LLC, or 1its affiliates provide tax or Tegal
advice. Investors seeking tax or legal advice should consult their tax or Tlegal advisor.
Unless expressly stated otherwise the opinions, interpretations or findings expressed
herein do not necessarily represent the views of WisdomTree or any of its affiliates.

The MSCI information may only be used for your internal use, may not be reproduced or
re-disseminated in any form and may not be used as a basis for or component of any
financial dinstruments or products or indexes. None of the MSCI information is intended
to constitute investment advice or a recommendation to make (or refrain from making) any
kind of investment decision and may not be relied on as such. Historical data and
analysis should not be taken as an 1indication or guarantee of any future performance
analysis, forecast or prediction. The MSCI information is provided on an “as is” basis
and the user of this information assumes the entire risk of any use made of this
information. MSCI, each of 1its affiliates and each entity involved in compiling,
computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly
disclaims all warranties. with respect to this information, in no event shall any MSCI
Party have any Tiability for any direct, 1indirect, special, incidental, punitive,
consequential (including Toss profits) or any other damages (www.msci.com)

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom,
Tripp Zimmerman, Michael Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph
Tenaglia, Jeff weniger, Matt wagner, Alejandro Saltiel, Ryan Krystopowicz, Jianing Wu,
and Brian Manby are registered representatives of Foreside Fund Services, LLC.

wisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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