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Not glittering

Personal finance(Workers are feeling less confident about what they've saved for retirement, a study says
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The Orange County Register

__________

W

orried your retirement nest egg won't be big enough to keep you comfortable in your golden years?

You're not alone.

Workers' confidence in having enough money to live comfortably in retirement has dropped almost 10 percent in the past year, says a report released Thursday by the Employee Benefit Research Institute and the American Savings Education Council.

The drop in confidence is directly tied to falling stock prices, rising medical costs and the nation's economic uncertainties, experts say.

Some workers have been so spooked by the drop in value of their retirement accounts that they're unsure what to do next, says Sandra Field, a certified financial planner in Los Alamitos. "I've actually seen some people stop contributing to their retirement plans,'' she says.

The survey also found that many workers avoid retirement planning:

(Only 39 percent say they have calculated how much they need to save for retirement, down from 51 percent a 

year ago.

(Of those who have attempted a retirement calculation, one-third can't say how much they actually need to save.

Most are saving less money for retirement than they want to:

(60 percent say they are behind schedule when they describe their progress in planning and saving for retirement.

(The majority of workers surveyed have saved less than $50,000 and 19 percent have saved nothing. 

Financial experts say planning for retirement not only can be complex, but also forces people to confront difficult issues. 

"I think having to plan through your demise is a bit unsettling for many people,'' says Bart Zandbergen, a certified financial planner in Laguna Hills.
The calculation can be confusing when you have to factor in inflation, medical expenses, long-term care, even the rate of return you expect on your investments.

But without planning, people won't know how much they need to save and aren't aware of what might affect their financial future.

Estimating income 

The survey found that many workers underestimate how much money they'll receive from their Social Security benefits.

Twenty-three percent expect Social Security benefits to replace between 20 percent to 29 percent of their pre-retirement income. About 12 percent say they expect to get nothing from Social Security.

The Social Security Administration says Social Security should replace about 40 percent of pre-retirement earnings of average earners; 80 percent for the lowest earners; and 27 percent for those at the maximum taxable wage base of $80,400. About 11 percent of workers make more than that maximum.

The survey also found that 55 percent of workers were unaware of the phased-in increase in the age when workers are eligible for full Social Security benefits. That age, currently 65, will rise gradually to 66 (for those born 1943-1954) and to 67 (for those born from 1960 on). Overall, a majority of workers expect to spend at least 20 years in retirement, the survey found. But 15 percent think their retirement will only last 10 years or less. 

Estimating expenses 

Workers in the survey also expect to spend less money than current retirees.

About 19 percent say they will need less than 50 percent of their pre-retirement income to live comfortably; 24 percent say they'll need between 50 percent and 59 percent of their income. 

(More than half of current retirees who participated in the survey have a retirement income that is at least 80 percent of their pre-retirement income. Only one-fourth report their current income is less than 60 percent of their pre-retirement income).

Setting your lifestyle expectations for retirement is typically the basis for retirement planning.

"You have to begin with the end in mind,'' Zandbergen says. "You need to have a rough estimate.''
Pat Judson, a credential assistant at The University of California, Fullerton, couldn't agree more. 

When her investments took a 30 percent dive in March, the Yorba Linda resident, 57, knew she'd have to rethink her plan to retire early.

"Now I look at it and it's not so comfortable,'' says Judson, who knows if she does retire at age 60 she might have to work part-time, curtail travel or downsize to a smaller home to stay within her retirement budget.

Because she's figured out how much she has to save, she's confident she'll have the funds to live through retirement. And she knows she still has a lot of ground to make up because of the recent stock-market slump.

"I just can't imagine not having done anything,'' she says when asked about her retirement planning. "You have to know what's going on." The 11th annual Retirement Confidence Survey, which was also sponsored by Mathew Greenwald & Associates Inc., was conducted in January and February with 1,000 individuals age 25 and older. The survey has a margin of error of plus or minus 3 percentage points. 

________________________________

  ONLINE TOOLS 

To get a quick look at how much money you might need to save, try some Web sites that offer some retirement exercises. For an in-depth review, consult a financial planner. 

Most mutual-fund companies have lots of good information about retirement planning on their sites. Also, check out these favorites from the Register's Your Money staff: 

American Savings Education Council at www.asec.org/ball has a great worksheet that you can print out or fill out online. Follow the steps and find out how much you need to save. 

Quicken at www.quicken.com offers a free retirement-planner program that lets you see if your current retirement plan will work. 

Financial Engines at www.financial

engines.com will analyze a retirement portfolio for free and estimate your chances of achieving your investment goal by your retirement date. 

_________________

GETTING STARTED

If you've never attempted to figure out how much money you'll need in order to retire, don't get so overwhelmed with the concept that you do nothing.

The key is to understand your budget now and estimate what you think you might need for retirement, says Bart Zandbergen, a certified financial planner in Laguna Hills.
Certainly, your medical costs might go up in your retirement budget, but you'll also see declines in other areas.
You won't have to buy so many dress clothes because you're not working. Your dry-cleaning bill might decline. You may not find yourself eating out as often.
Here are other factors that will figure into how much money you'll need to save for your retirement:
(Money provided by an employer, such as a pension.
(Money you (and/or your spouse) put into a retirement plan at work, such as a 401-k.
(Other personal savings or investments (not in a work-related retirement plan).
(Money from the sale of your home or business.
(Part-time employment or full-time employment (in retirement).
(Support from your children or other family members.
(Social Security.
(Other government income programs, such as veterans' benefits
BOOKS THAT CAN HELP

"How to Retire Happy" by Stan Hinden includes a discussion and guidance on the 12 most complicated decisions to make about retirement before retiring.

"You've Earned It, Don't Lose It: Mistakes You Can't Afford to Make When You Retire'' by Suze Orman is an easy-to-understand overview of retirement planning.

FALL SEMINAR

The Invest In Yourself Financial Strategies Conference for Women on Sept. 15 will include several sessions on retirement issues. 

Early registration costs $69. For more information, call (949) 588-2429 or visit the conference Web site at www.invest-in-yourself.org. 
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