GET WITH THE PLAN

Personal ﬁnance professmnals offer readers a financial road map

The 31tuat10n

Ret:rement is 50 close for Luke 61, and Jackte 60 that they can taste it. They're hoping Luke can afford
to stop working'in a few years, and he can join jackie, who doesn’t work outside the home, for some
B worry free golden years Oh yeah — Luke also wants to play more goIf
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‘ _says Luke and Iackle shouid ramp up their retirement savings for the

home s_tretch If Luke maxes out his 401(k) for four more years, and
Jac e funds an IRA, they will have more available for retlrement income,

e Jo] C'u, _ ent[y at{_fretlrement they ‘would have $725,000, but if they increase
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ey will have $787,000. Based on 6 percent growth a year, that

_. _means="'they will up their monthly retirement take to $4,618, from the
'current $4"253 for 30 years or a total of $131, 400 more

SUGGESTED: Money runs out
in 30 years with a $4,618.03
-~ monthly distribution.
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Luke 61;:and Jackie, 60, areefew'
short - years:from - retirement. They.~
- have raised. five clrnldren and oW

- that, the college Dills are comm’g to a
end,-they are hoping they can afford

the retxrement they have dreamede,

eI & tvllle to help
the couple prepare for retirement. -

“They have’ ‘amassed 2 good base
of assets: toward retu'ement and Luke
will “receive ‘g “small- ‘pension,” says
Duerr, ‘“When-adding these items,
plus Social: Secunty, they will have a
decent annual income to Tive off”

“But, Duerr says, .there are certain
things the “couple can ‘do to help
therh enjoy a better retlrement

First, -the’ couple need to take a

~close look at their current expenses.

Based on. the budget they supplied,

" they . should - have .a" considerable
: ,amount of funds available.for savings,
‘Duerr says. But thisis not the case.
“They need to look at their spend-
ing ‘habits and determine where they
- are “currently - spending” more money
“then they are -accounting for,” he
- says. “At that point, they need to de-
. -termine where they may be abile to

cub back on or modify their spend-

mg "o

The couple 1sn’t maxing out thelr

 retirement plans. Duerr says they

need to try and put in the maximum

. _arnounts possible in their retirement,
“plans- to have a"'better retlrernent
base to live oft "

" Luke needs to put the maximum

i of $15,500 and the $5000- catch-up
‘contribution info his 401¢k),

com-
pared with the $14 500 he’s eun*ently
saving.

Jackie, on the other hand, doesn’t
contribute to any retirement plan.
Her employer doesn’t offer a plan, but

-she should open an IRA and contrib-

ute the maximum amount to thlS ac-
count each year. :
~“In order for them to do this, they

- will need to cut back on certam

items, but it will have a big impact for
them in retirement,” Duerr says. .
Upon taking into account their
Social Security payments, expected
to be $2,230 at age 62, Luke's Rich’s
pension of $2,791 and IRA distribu-
tions of approximately $24,000 a year,
they will have a total retirement in-
come of $85,000, Duerr says. As part
of his calculation; he assumed a 4 per-
cent distribution . from retirement
plans, as this percentage will allow

the assets to grow so they won't run
out of money during their lifetimes.

After taxes, fheyll have about
'$68,000 a year for refirement — ap-
proximately 70 percent of their cur-
rent after-tax income.

“Most individuals need at least 80
percent of their current after-tax in-
come to live their current lifestyle,”
Duerr says. “The couple will have to
use some of their other investments
to supplement their retirement pay-
ments in order to be able to maintain
their current lifestyle.”

Another option would be for them
to work part time in order to supple-
ment their retirement assets, he says.

The couple doesn’t have much
debt, and the home-equity loan and
car loans will be paid off within five
years, This will give the couple an ad-
ditional $1,100 of disposable income
each month.

“With some increases to their re-

_ tirement plans, review of their current

spendmg, and paying down of their
debt, they will have a much better
chance to achieve their goals and
enjoy a good lifestyle in retirement,’
Duerr says. “It’s a short-term sacriﬁce
Jfor a long-term solution.”

Get With the Plan involves readers
anonymously divulging their personal
Sinancial information in exchange for
free advice from o professional, The fea-
ture i3 designed to illuminate personal-
Sinance concepts and isn’t o substitute
Jor actual financial planning or dedi-
cated professional advice. Readers who
would like to participate may contact
Karin Price Mueller at
kmueller@starledger.com.



