
SEVEN REASONS PEOPLE FAIL AT RETIREMENT
Financial advisors can work with clients and get them on a solid financial plan 
in terms of investments, retirement income, and asset protection only to see 
the client’s retirement plan fall apart anyway for a variety of reasons. If you ask 
people why they think most Americans fail in retirement, a common guess 
would be poor investment performance. “In my 34 years as a financial advisor 
I have seen many people flunk retirement, but investment performance has 
never been the cause.” – Greg Sullivan, CEO of an investment advisory firm. 
This letter is based on a Financial Advisor Magazine article ( June 2015) titled 
“Why Clients Fail @ Retirement” by Evan Simonoff, pages 66-72. 

SECOND HOMES
For many families, a separate vacation home is the fulfillment of a lifelong 
dream. Most consider it a nice place to live part of the year, as well as a good in-
vestment. The problem is that many popular locations that people find attrac-
tive for a second home (near the ocean, etc.) can be expensive. Many people 
end up using a mortgage to finance their second home, which increases their monthly living costs and financial stress in retirement. 
People often buy the second home while they are still working and when their income is high, but they underestimate the financial 
impact of maintaining two homes when they have smaller cashflow in retirement. The upkeep, maintenance, property taxes, mort-
gage payments, and home owners association fees can quickly become an outsized portion of their retirement spending budget. 
The costs of owning two homes can also prevent adequate retirement savings during your working years.

STARTING A BUSINESS
Starting a business in retirement (or later in life) using a significant amount of your retirement assets is another common situation 
that can ruin a retirement (or result in a financial windfall if it works). Many corporate executives or professionals cannot handle the 
excessive free time of retirement; they go stir-crazy. It is not easy getting another corporate job when you are out of work and you 
are in your 50s or 60s. Many people in this situation are tempted to start or buy their own business. Unfortunately, many people 
are not as successful as entrepreneurs as they were as executives at larger companies, as the skills required for success can be very 
different. Many small companies are always short on cash, and the new entrepreneurs can quickly invest much more of their own 
retirement money than they planned to keep their company afloat.

OVERSPENDING ASSETS
Many clients simply spend too much in retirement. They know they should not be spending more than 4% of their portfolio per 
year, or more than their long-term financial plan recommends, but they do so anyway. Spending money makes them happy, and 
after all, they “deserve it” after working all those years. New retirees want to jump right in and get going on their dream vacations, 
remodeling their home, and other special things on their bucket list in the first year or two of retirement. Retirees find they have 
a lot more time for vacations and for spending money at the mall once they are retired. “I don’t have a single client who spends 
less in retirement than before,” says Linda Boone, a financial advisor in Miami. The problem is that the overspending habit is very 
hard to break. 
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DIVORCE
The divorce rate among Americans over age 50 has been increasing for decades. Over time, many people change and grow apart. 
Many couples get divorced when their children grow up and move out of the house. Spouses may not share the same vision of 
retirement, a topic that was not an issue while they were still working. Couples are also likely to end up spending much more time 
together in retirement, which may not be a positive in some cases. Getting a divorce usually causes a significant reduction in the 
retirement lifestyle of both parties, because there can be significant legal costs, assets are cut in half for each spouse, and typically 
there are higher combined living expenses.

HEALTHCARE COSTS
Healthcare costs are constantly rising, people are living longer, and there is a certain amount of unpredictable luck or fate involved 
in healthcare costs in retirement. Certain medical treatment costs have risen in spectacular fashion, and Medicare is likely to cover 
less than in the past, especially for wealthy retirees. This year, Medicare Part B premiums are expected to rise 30% for beneficiaries 
earning more than $133,000. Going forward, there is a good chance that due to the underfunded nature of the Medicare program 
and the aging population, Medicare benefits could be cut back or become more “means tested” for upper income retirees. There 
is also the unpredictable nature of long-term care costs, which are expensive and largely not covered by Medicare. Finally, a serious 
health issue can result in people being forced to retire much sooner than they planned, resulting in a financial shortfall.

ADULT CHILDREN WITH NO SHAME
Some children never grow up and become financially independent, even when they are far into adulthood. Advisor Jonathan Pond 
says that many of his clients are “getting sucked dry by children who couldn’t care less. I’ve been seeing it for 40 years.” Pond says 
there is a thin line between helping a child through a rough patch, and creating an entitlement annuity on which they become 
dependent. Spending and financial support for your children is an emotional minefield. In some cases, the adult children can re-
quest significant dollars from their parents to start or invest in a business. Advisor Dan Moisand of Melbourne, Florida, says that he 
has seen too many cases of adult children convincing a frail parent to take money out of an account on their behalf. Most parents 
will help their children in any way they can, and are aware that giving too much or too often financially can become a negative 
if it prevents their children from becoming independent, productive citizens. It can also put the parents’ own retirement at risk.

SWINDLED BY ELDER FRAUD
As Evan Simonoff says, “Never before in history have there been so many people over age 60 with so much wealth, and the surge 
in senior fraud is becoming a national epidemic.” A survey in 2012 by the CFP (Chartered Financial Planners) found that the aver-
age senior victim of financial abuse lost an average of $140,500. Scammers 
disguise “educational presentations” to offer cash prizes and free meals when 
they often push unsuitable investment products. The CFP survey found that 
many advisors knew seniors who had been exploited by a guardian or power 
of attorney, and that often the financial abuse was the work of someone the 
victim knew, such as a family member or child in financial straits. 

Many of the reasons people fail at retirement are preventable. Some are less 
predictable or preventable, or are just plain bad luck. Please contact us to see 
how we might help you avoid or minimize the risks that may prevent you from enjoying a happy and successful retirement. 

Source: “Why Clients Fail @ Retirement,” by Evan Simonoff, Financial Advisor Magazine, June 2015 
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