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As we enter 2018, many questions and concerns arise about the financial state of our 

economy, not only in America, but worldwide .  The ongoing ISIS issue, immigra tion , 

civil  wars throughout the world , health care, international trade relations  and much 

more all make for an uncertain  future .  

  

 

Along with a general feeling of unrest there seems to be an extraordinary amount of 

anger.  This unprecedented level of anger seems to show itself in the media, the new 

presidential administration , and general conversations about normal thing s.  People in 

general are not happy and striking out at the status quo seems to provide alternatives. 

Since we cannot solve all the worldôs problems, lets at least focus on how our individual 

situation is affected and what steps are available to us to make corrections and 

alterations.   The three biggest concerns of those about to enter retirement and who are 

already retired is:  

1. Outliving their money 

2. Inflation  

3. Health care 
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To address those points means we 

must address more complicated 

issues: the economy, the 

administration  and our personal  

situation.  
 

 

 

Market Volatility.  

Combine volatility with the projected slower growth of the worldôs economy and you 

have a recipe for a depression.  The worldôs economy thrives on one single fact: growth.  

Without growth, status quo means ñdepressionò.  Here is a chart that illustrates past 

performance in several indices. 

 

Consider overall returns of US Corporate Bonds, or the yields of US Treasuries. How 

much would your retirement account have lost if it were invested in International 

stocks?  What if you had been exposed to volatility  in the Dow Jones Industrial Average 

in the past year?  
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How would your retirement accounts have fared if you had chosen absolute security and 

invested 100% in 

Treasuries this past 

year and been 

exposed to inflation 

at the same time.  

If the market moves 

up or down too fast, 

the market is 

considered 

volatile  and can be 

too dangerous for  

wise investment 

decisions.  

¶ Retirement income pensions . Large American corporations which 

historically have provided pensions and other retirement vehicles to their 

dedicated employees are now shunning the financial obligation .  Simply put, they 

are outsourcing the obligation to  a third party, normally an insurance company.  

The reason is simple, removing the liability provides the corporation  with a 

known number  that can be built into its pro-forma balance sheet. Many 

corporations now offer increased incentives for employees to join a different 

retirement plan, a 401(k).  Matching funds to a certain limit are offered, 

administration fees are paid by the corporation and many more incentive s to 

move away from guaranteed pension plans. In other words, limit the future 

financial liability the corporation will face . It  comes down to simple math, if you 

know exactly what the future financial liability will be, then planning for that 

known liability allows the corporation to build the cost into the cost of goods sold 

(COGS).  

¶ Risk is unavoidable *.  Truer words have never been spoken, risk is 

everywhere in our lives, risk is part of our human experience. Using the term risk 

when discussing money is quite a different topic.  Many different levels of risk 

with investments exist and with any increasing level of risk should com e the 

opportunity for  increased yields.  That is true but only to a point, there are many 

risky investments that most of us would never accept.   

*There is a way to eliminate income risk  

One simple risk option is a Las Vegas Casino.  Anyone can go into any casino and place a 

bet on roulette for almost any amount ; the casino will take the risk.   

Why?   
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Because they know that the odds are slightly in their favor and over time, they will win.  

What if you took your life savings and placed it on either red or black?  If the roulette 

ball jumps in th e color slot you chose, you will either double or you will lose your money . 

Simple as that.   

Would you accept the risk?   Of course not, but it still shows an example of high 

risk, high reward.  The primary risks that most of us face can be summed up in this list: 

¶ Risk of living too long  

¶ Risk of inflation  

¶ Risk of loss of health 

¶ Risk of running out of money  

When it comes to investing, you have only 2 cho ices :  

1. Personally accept financial risk in order to increase overall yields  

2. Outsource to a 3rd party manager who will accept and manage the risk 

 

ñRisk too big or t oo important to manage,  

should be outsourced to a risk manager,  

a risk manager is an insurance company.ò 
 

Skyrocketing H ealth Costs . 

For over 100 years the discussion of a national 

health care system in America has been both a hot 

and cold discussion.  As president, Theodore 

Roosevelt first suggested the idea of a health care 

system that would be available for all Americans.  In 

fact, as a candidate for president, a national health 

care plan was part of his campaign platform. 

The idea lay dormant until after World War II when 

President Truman suggested to Congress they consider a national approach to health 

care coverage. His idea was coverage that would include both hospital and doctorsô visits 

but also a wellbeing approach to individual care. President Trumanôs effort was 

unsuccessful and once again the plan was dormant, for another 20 years. 
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In 1960 John F. Kennedy was elected president; sweeping into congress with him a 

democratic majority.  His campaign slogan ñWe Can Do Betterò signaled to America that 

change was coming. Change was in the approach to health insurance.  A national study 

conducted in 1961 found that 56% of Americans over age 65 had no insurance coverage. 

What began with President Kennedy was finished by President Lyndon B. Johnson in 

1965 when legislation was passed providing for the creation of health care for those 65 

and over. Medicare was born.  Over 19 million seniors signed up for coverage in the first 

year. 

In 2003 the Medicare Prescription and Modernization Act  

added more options for prescription drug benefit.  This act 

increased availability to subsidize the cost of prescription 

drugs to the clear majority  of Medicare enrollees.  

The Kaiser Foundation  in a report at the end of 2014 said 

Americans enrolled in Medicare numbered 49,435,610.  Now 

consider the coming tsunami of Baby Boomers reaching the 

age of 65 and gaining the right to enroll in Medicare. At over 

10,000  a day, the system currently in place has every possibility of a huge financial 

overrun .  In 201 4 Medicare benefits equaled 15% of the federal budget.  By 

2020 it is estimated the percentage could increase to 19% and by 2030, nearly 30% of 

total federal expenditures. 

A recent quote by the Obama Administration stated that the increase in the number of 

enrollees was significant but not enough to endanger the program ñthanks in part to 

ñcostò savings embedded in the Affordable Care Act.ò (Obamacare)  

The plan was simple, reduce the cost of reimbursements paid to medical providers and 

create a fund to allow those with no insurance coverage (or medical impairment) to be 

able to afford health care at a reasonable cost. (Plus, tax increases and other fees) 

 

Take money from one pocket and put it in the other pocket, that is about as simple as it 

gets. The Affordable Care Act  is doing just that by gradually reducing the amount of 

government spending for medical care.   

 

Along wit h the magic of the moving money came another sleight of hand:  make those 

that can afford more, pay more.  The government controls the payment of social security 

retirement benefits so it is in the perfect position to know where to extract additional 

premiums to help with the Affordable Care Act  cost. Most enrollees in Medicare Part B 

(supplemental insurance)  pay $134.00 per month, but if your income is higher than 

$85,000 then a new premium is calculated for you .  The additional cost on top of the 

$134.00 can increase as much as $428.60.   This is based on earnings results and the 
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amount the enrollee has paid into the system is completely ignored; those earning more, 

pay more.  

 

Naturally the problem becomes clearer, if you reduce the amount reimbursed to the 

health care provider, the obvious thing will happen.   

 

Health care costs after Medicare 

reimbursement are passed to the 

enrollee. 
 

The medical provider also faces increases in expenses which is a natural course of 

business.  In 2017 a small increase is set to offset medical costs charged by the provider, 

that of course is even less than the set decrease in medical reimbursements estimated 

when the ACA was first adopted. 

 

Here is a real-life example: Recently Bill  needed to visit a primary care physician for his 

annual Medicare physical for a continuing medical need.  He spent 10 minutes with the 

nurse, 15 minutes with the doctor.  During that time, only questions and answers were 

updated in his medical file. Once finished, they updated the file and he was able to 

extend the medical need for the next 12 months.  He asked about co-pay and was told 

Medicare would be billed.  

 

The following month he received this bill f rom his doctor, showing how much he owed 

that was not reimbursed by Medicare. 

 

Because of reimbursement changes, his health care 

provider was not reimbursed f or the cost of his exam, 

the provider sent him  the bill.  This will be common 

place as we move forward, how will those on fixed 

income pay unreimbursed medical expenses?  

 

Only those who plan and budget for the continual cost 

of increasing out of pocket medical expenses will have 

a chance of financial survival.   

 

Nothing will compare to the percentage of monthly 

budgets being decimated more than this one single 

issue and yet most have no clue and few Americans are prepared.  
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ñThe Longer You Live, 

The Longer You Live.ò 
 

These issues are at the paramount of those looking towards or already in retirement.  

How do we guarantee income that will last our whole lives?  How do we increase our 

standard of living?  How do we make the right decisions? 

2018 is going to be a generational transition year , to say the least.  Tax reform, the 

possible loss of the ACA, congressional upheaval, military issues, the budget, it all seems 

to be ready to come to a boil.  

The transition began in 2010 as 10,000  Baby Boomers a day joined the ranks of the 

newly retired.  Now in  2018 the full force of the Baby Boomer transition begins like a 

huge tsunami, sweeping across our country and hanging everything we have 

experienced so far. The single largest generational group (80,000,000) will be leaving 

the ranks of the employed and moving to a new status; retirement .  This massive change 

is beginning now and will continue over the next 15 years. 

 

 

The impact on our economy and our way of life is unknown now.  Such a large group 

moving f rom producer to receiver could influence  virtually all aspects of the American 

economy. 

What about the Baby Boomers themselves?  How will they retire?   

What are their real needs in retirement and what options exist for them?  

What the Boomers will need is the basis for what most Americans investing for  their  

future retirement will need: safety.  Safety takes on many forms when dealing with the 
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future : safety of income, safety of important assets and safety regarding inflation 

concerns. 

What we have learned since 2008, is that  the future is  very hard to predict and has 

enormous uncertainty.  In the past, it was taken for granted that the stock market would 

rise over almost any specific time period, our homes would increase in value, the stock 

market could be depended on; history has now proven that is not necessarily correct.  

Over time, t he stock market may rise, our homes may increase in value but the time 

horizons  for that time period may not match for  the individual Baby Boomer.  

As an example, if a Boomer had planned to retire in 2016 and had his retirement 

account tied to the general stock market, the market exposure in the value of that 

account from 2008 to 2011 could have been as much as 30% and that is if the 

investment had been in well-known American companies.  

 

Has the Baby Boomer had sufficient time to regain the losses from the 

financial meltdown of 2008?   

NO!   

Recent market increase has helped BUT, many Baby Boomers simply could not afford 

the risk of further losses and simply left the market.  

Facing this volatility and the mess our financial industry has left us certainly provides 

the necessity to looking at all available options for retirement.  No longer can the 

Baby Boomer just ñassumeò that the funds will be available, Wall Street has 

seen to that.   The person looking at retire ment must take an active role in not only 

providing the funds for his or her retirement  but also for the investment  choices.   

ñSitting passively on the sidelines 

and not understanding all options 

is frankly not an option .ò 
 

Does the average Baby Boomer have options?  The answer is yes , many options and 

many choices.  Letôs have a look at the options and the pros and cons. What are the Baby 

Boomerôs real options and how does he/she protect themselves from situations beyond 

their control?   

 


