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Just last year, we launched the Advisor Solutions programs to help advisors engage more

effectively with their existing and prospective clients. In this blog post, Joe

Coughlin, PhD, founder and director of the Massachusetts Institute of Technology AgeLab,

and a senior advisor to WisdomTree will take you through one of the pillars of this

program, retirement. 

 

Retirement has not only been redefined, it’s been turned on its head so to speak. In the

days of our parents and grandparents the sequence was working until age 65, retiring

with Social Security and possibly a pension, and dying not too many years later.

 

Today’s retirees are living longer and, in many cases, working longer. Some of this is

due to financial need; some of it is for reasons such as wanting to stay active and

engaged. These and other changes in the definition of retirement can have a profound

impact on the work that financial advisors do with their clients to help them prepare

for and manage their retirement.

 

This is why the folks at WisdomTree and I are working together to help you engage

clients with new discussions and questions to help them better prepare for the new

complexities of retirement.

 

My research and teaching address the emerging longevity economy, where living longer is

just the beginning. The question for all of us is now: How do we live longer, better? 

 

To help people enjoy a financially successful retirement, advisors need to understand

the new retirement landscape.

 

The New Retirement Realities

 

There are a number of realities that advisors and their clients must understand and

incorporate into their retirement plans.

 

Clients will live longer than they think, putting a strain on retirement savings.

Women rule the retirement roost. Women live longer on average and are more likely to

be active participants in financial decisions for their households. 

Many retirees live alone, which can be expensive.
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Older clients embrace technology. Advisors need to embrace this and be sure they are

equipped to work with tech-savvy seniors.

 

Retirement Life Stages

 

My research has led to identifying at least four life stages within what we currently

call retirement.

 

1. Managing Ambiguity

 

In stage one, people tend to scale back their full-time work commitments but stay

connected to the workplace in some way—for example, by consulting, working part time

or volunteering.

 Many first-stage retirees take advantage of reduced work commitments to take up

activities they didn’t have time for before, such as traveling, going back to school

or immersing themselves in hobbies.

Spending often increases modestly as people spend more time engaged in activities

that cost money. 

 

2. Managing Big Decisions

 

In this stage, people typically fully disengage from the workforce and look to slow

down.

Retirees’ budgets may have a “freedom spike,” in which expenses jump as people

invest in their dreams—for example, taking major trips and/or making large purchases

such as a boat or RV.

People often downsize their living space and/or purchase a second home in a warm

climate. 

 

3. Managing Complexity

 

Health starts to decline. Retirees often must make significant withdrawals from

savings to cover health costs.

Home expenses often rise as people become less mobile and must outsource tasks that

previously they would have performed themselves. 

The more-able spouse often takes on significant financial, logistical and emotional

burdens related to caring for the other.  

 

4. Managing End of Life 

 

One spouse typically has passed away in this stage. The remaining spouse must learn

to live alone while managing her or his own end-of-life process.
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The survivor is usually a woman. Only 30% of women over age 75 live with a spouse.

Implications for Retirees

 

This all has a number of implications for retirees and their advisors. Many current

retirement products and retirement strategies don’t take these new realities into

account. Here are some planning implications to be considered:

 

Don’t de-risk prematurely due to longer life expectancies.

Engage women clients early to be sure they are adequately prepared.

Rethink the timing of investments.

Embrace technology for retirees to increase engagement.

Look for new ways to engage with retirees to help better meet their retirement

planning needs.

 

For standardized performance and the most recent month-end performance click here NOTE,

this material is 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. investors 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 investments in 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 its

affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal

advice. Investors seeking tax or legal advice should consult their tax or legal 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 instruments 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 indication 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 its 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 liability for any direct, indirect, special, incidental, punitive,

consequential (including loss 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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