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retirement

It has been said that failure to plan 
amounts to planning to fail. No-
where is this more evident than in 
the relationship between Ameri-
can women and planning for a fi -
nancially secure retirement. While 
the great majority of American 
women are justifi ably anxious 
about their fi nances, a fractional 
few have developed retirement 
plans that adequately address their 
future income, wealth and risk 
management needs.

A wide range of academic and industry studies 
underscore this retirement planning disconnect. To 
illustrate, Oppenheimer Funds found that in 2005, 
93 percent of Baby Boomer women said saving for 
retirement was their primary goal. Yet, less than one 
in three women over age 50 had even attempted to 
calculate how much they needed to save for retire-
ment, according to a 2006 survey by the University 
of Michigan. The Michigan study further revealed 
that less than one in fi ve respondents, just 17 per-
cent, had successfully developed a retirement plan.

Absent a well-developed plan of action, it comes 
as no surprise that many women share deep appre-
hension about their fi nancial security in their gold-
en years. Given that females represent three in four 
Americans over 65 living in poverty, there is good 
reason to be concerned—and even more reason to 
engage in planning to ward off a fi nancially chal-
lenged future.

In light of the stakes involved, it is important for 
fi nancial professionals to connect the dots between 
specifi c retirement opportunities/challenges that 
many women face and creating a well-conceived 

plan of action. By doing so, the benefi ts can be sig-
nifi cant—both for female clients and for those that 
advise them.  

wealth management

On the positive side of the retirement planning 
equation is the tremendous growth of women-
owned capital. It is widely estimated that females 
now possess roughly half of the nation’s privately 
held investment assets. Further, the IRS reports 
that in 2004 (the most recent year for which data 
is available) women represented 43 percent of the 
nation’s most prosperous individuals. By 2030, the 
Boston Consulting Group projects that two-thirds 
of U.S. investment wealth will be in the hands of 
women as a result of cumulative increases in educa-
tion, employment, earnings and intergenerational 
wealth transfer. These trends point to an emergent 
market of affl uent females that expect sophisticated 
strategies for managing retirement wealth, includ-
ing strategic asset allocation, retirement income dis-
tribution, tax management, charitable giving and 
estate preservation.
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risk management

While the rising prosperity of American women has been 
broadly reported in recent years, far less well acknowledged 
are significant and pervasive financial risks that threaten many. 
Because these perils are most acute later in life, it is essential 
that advisors incorporate them in discussions with and retire-
ment plans for their female clients. When compared with 
men, there are five heightened risk areas that most women 
share:

1. Longevity 

Life expectancy for women exceeds that for men by 5.3 years, 
according to the National Center for Health Statistics. Greater 
longevity increases the need for reliable sources of lifetime in-
come, along with higher probabilities of singlehood and dis-
abling illnesses.

Advisors who quantify the economic impact of a decades-
long retirement can make a lasting, positive difference for fe-
male clients. To help prospects and clients better understand 
their longevity potential, a useful website is livingto100.com. 
The site’s life expectancy calculator incorporates medical and 
scientific data in a series of 40 questions related to health and 
family history. Once retirement income requirements are cal-
culated, financial professionals can then design 
income distribution strategies to meet them.

2. Lower lifetime earnings 

The Bureau of Labor Statistics (BLS) reports that 
females in the U.S. generally earn about 80 cents 
on the dollar when compared to males. In addi-
tion, as women on average take 12 years out of 
their working lives to care for children and/or 
parents, many have lifetime earnings that are far 
lower than one might expect. An astonishing example of this 
dynamic is the gender analysis of long-term earnings con-
ducted by Institute for Women’s Policy Research (IWPR). 
Having studied 15 years of data from the U.S. Government 
Accountability Office, the IWPR study revealed that female 
workers average lifetime earnings were just 38 percent of those 
for men.

Predictably, lower earned income translates to reduced So-
cial Security Income (SSI) benefits, lesser retirement savings 
and pensions for women than for men. The U.S. Census Bu-
reau reports that in 2009, the mean for total retirement in-
come for American females was $22,625 vs. men’s $38,754—
a 40 percent disparity. In addition, earnings constraints force 
greater reliance on SSI as the mainstay of retirement income. 
This is affirmed by 2008 Social Security Administration (SSA) 

data showing that for women over 65, SSI provides more than 
two-thirds of their income, compared with about half of re-
tirement income for men.

Calculating alternative scenarios on retirement inception, 
lifestyle and when to claim spousal and/or worker benefits 
from both Social Security and qualified plans are among the 
most critical planning steps financial professionals can take. 
For most, this means going beyond looking at the annual SSA 
statement of estimated benefits. With its multiple benefit cal-
culators, answers to frequently asked questions and detailed, 
downloadable handbook, the SSA website (ssa.gov) is an ex-
cellent resource for running alternate income permutations 
and better understanding their impact.

3. singlehood 

Women are more than twice as likely as men to be alone in 
their later years. The absence of a second income earner/asset 

Life expectancy for women 
exceeds that for men by 5.3 years.
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owner carries obvious financial risks. The SSA reports 
that in 2007, more than one in four (28 percent) 
single women over age 65 were classified as “poor” or 
“near poor.”  

Tragically, widowhood significantly increases the 
risk of a woman becoming impoverished. Three in 
five women over age 75 are widowed. According to 
SSA statistics, while four percent of married elderly 
females live in poverty, the number of impoverished 
widows over age 65 jumps to a whopping 17 per-
cent—more than four times the number for mar-
ried women. The SSA also reveals that more than 40 
percent of widows of pensioners reported no pension 
income after their husband’s deaths. Perhaps the most 
troubling statis-
tic comes from 
the U.S. Census 
Bureau, which 
found in 2007 
that 80 percent 
of widows living 
in poverty were 
not poor when 
their husbands 
were alive. This 
sad fact should 
give pause to 
those who be-
lieve that life insurance is not needed in retirement.

Financial professionals must both understand and analyze 
the impact of survivor benefits from Social Security and pen-
sions. Further, advisors need to engage both spouses—not the 
husband or wife individually—when planning for retirement 
to ensure adequate survivor income is in place. Younger wom-
en need to take into account the high probability of single-
hood, living alone and the importance of having an indepen-
dent source of income from pensions or other assets.

4. Double jeopardy of long-term care 

Women are doubly exposed to the devastating financial risks 
of long-term care because they are significantly more likely 
than men to be both the caregiver and receiver. As long-term 
care receivers, they rack up more than twice the average cost 
for care rendered to men and represent more than two in three 
unpaid caregivers. 

The exorbitant costs associated with needing long-term 
care assistance are generally well known. The financial toll that 
caregiving exacts is perhaps even greater. According to a 2011 

report by the MetLife Ma-
ture Market Institute, the 
economic costs—between 
lost wages, reductions in 
Social Security and pen-
sion benefits—is estimated 
to be $324,044 for the av-
erage female caregiver. The 
consequences of caregiv-
ing can implode even the 
best-laid retirement plan. 
As evidence, caregivers are 

five times more likely to depend exclusively on Social Security 
and more than twice as likely to end up in poverty according 
to the Older Women’s League.

Asking female prospects and clients about their potential 
for becoming a caregiver can open the door to a larger con-
versation about long-term care. Women need assistance in this 
area as affirmed in a 2008 study by Securian that found the 
overwhelming majority (84 percent) of female caregivers said 
no plans were made—until care was actually needed.

Advisors can also help their female clients analyze their po-
tential for needing care, its costs and impact on retirement 
security. A particularly useful resource is the long-term care 
planning tool on the U.S. Medicare site (medicare.gov). This 
calculator asks for inputs on age, gender, earnings, health, lo-
cation of potential care services and family histories. Beyond 
providing a wealth of unbiased information, the calculation 
gives an individualized projection of care costs and probabili-
ties.

Asking female prospects and 
clients about their potential for 
becoming a caregiver can open 
the door to a larger conversation 
about long-term care.
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5. financial literacy

Industry and aca-
demic studies con-
sistently affi rm that 
fi nancial illiteracy in 
the U.S. is appallingly 
widespread, and that 
women lag behind 
men on virtually every 
measure. A 2007 sur-
vey by the Jump$tart 
Coalition for Personal 
Financial Literacy 
found that one in four 
adults failed a quiz on 
money basics (e.g., 
infl ation, interest 
rates, debt, savings ve-
hicles, etc.). The same 
research revealed that 
females were almost three times more likely to fail the quiz 
than males.

Perhaps even more striking is the lack of familiarity many 
women have with the very fi nancial products that can help 
them achieve a more secure fi nancial future. Research con-
ducted by Prudential Financial in 2006 found that just rough-
ly half of all female respondents did not understand annui-
ties, mutual funds and long-term care insurance well or at all. 
Because lack of understanding leads to inaction and there is 
a direct correlation between fi nancial illiteracy and poverty, 
this important risk factor should be addressed when advising 
clients.

Advisors need to take time to assess their female clients’ 
fi nancial readiness and, where necessary, provide education 
on retirement risks, planning approaches and recommend-
ed product alternatives. In doing so, however, professionals 
should avoid talking down to women, as this is a common 
complaint revealed in research. 

On more positive notes, most women are eager to learn 
and the rewards for advisors can be signifi cant. According to 
a 2008 study by Allianz entitled “Women and Power,” one 
half of women prefer to learn about fi nancial products from 
fi nancial professionals. Oppenheimer’s 2006 “Women and In-
vesting” report further revealed that women are less likely to 
enjoy making investment decisions themselves and almost two 
in three women (64 percent) feel more knowledgeable about 
money when they are working with a fi nancial professional. 

the retirement planning connection 
Taken together, these wealth and risk management opportuni-
ties and challenges call for developing a comprehensive retire-
ment plan. A transactional sales approach or single-issue focus 
will fall far short of what is required to adequately address 
the retirement challenges presented by many female clients. 
In addition, industry research consistently affi rms that wom-
en are looking for holistic solutions to their fi nancial needs 
and may take more action than men do when a comprehen-
sive plan is in place. The chart above refl ects fi ndings from a 
2008 study by the Financial Planning Association (FPA) and 
Ameriprise that shows signifi cantly higher product ownership 
rates among females with comprehensive plans relative to their 
male cohorts.

Beyond impelling needed action, females also gain signifi -
cant psychological benefi t through a holistic approach, ac-
cording to the FPA/Ameriprise survey. Specifi cally, more than 
four in ten (42 percent) of those with multiple-issue plans said 
they felt “very/extremely” prepared for retirement. Their rate 
of confi dence was more than twice of those women with an 
advisor who had not developed a comprehensive plan (20 per-
cent), and roughly three times the rate of self-directed female 
respondents (14 percent).

Comprehensive retirement plans enable fi nancial profes-
sionals to better meet the complex fi nancial and psychological 
needs of their female clients. By doing so, advisors benefi t by 
gaining deeper trust, higher rates of product implementation 
and satisfi ed clients eager to refer. 
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