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Calculating Retirement Needs

A staple in retirement planning is the
search for “your number.” That is, how
much money do you need to accumulate in

savings and investment accounts so you can

afford to stop working? Life expectancy is
increasing, so the amount you have when
you retire might have to last for decades.

To find the number, you can start with
a target for cash flow in retirement. Then
determine how much you can expect from
all anticipated sources of income: Social
Security, a pension, rental income from
investment property, and so on. The gap
will probably be filled from your financial
resources.

Example 1: Linda Morgan, age 52,

hopes to retire at 65. Linda expects to need

about $75,000 a year for a comfortable
retirement, with approximately $25,000—
$30,000 coming from Social Security.
She will not receive a pension from any
employer and has no other obvious source

of retirement income. Therefore, Linda will

need about $45,000-$50,000 a year from

her savings and investment accounts.

Doing the math

How can Linda find “her number,” the
amount of financial assets she’ll need

to generate $45,000—-$50,000 a year in
retirement? One tactic is to go online,
where she'll find many retirement
calculators to crunch the numbers.
Social Security, for instance, has a “Quick
Calculator” at ssa.gov/ OACT/quickealc/
to help you estimate future payouts from
that source.

Many other websites offer more
comprehensive retirement calculators.
Frequently, they allow people to enter
their personal information, then make
various adjustments to future plans to
see what methods might increase their
chances for financial security after the
paychecks stop.

Example 2: Linda uses a retirement
calculator provided by the AICPA at

www.360financialliteracy.org/ Calculators/

Retirement-Planner. She enters the
information from example 1 and other
requested data into the calculator. In this
hypothetical illustration, Linda is single,
earning $100,000 a year, and saving 15%
of her earnings for retirement. Her future
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