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Life Expectancy and Retirement Trends1

RETIREMENT LIFE EXPECTANCY

Total life expectancy, or the number of years between birth and death, is a common and important benchmark 

used to measure the passage of time.  In the financial world, retirement life expectancy (RLE) is equally 

important. RLE represents the total number of years a person is expected to live during retirement.

Today, many retirees live as long as 20 to 40 years in retirement. However, this has not always been the case. A 

century ago, many individuals worked as long as they were able, as the country was more agrarian in nature 

and several generations of families often lived together. As family members aged, they were cared for by the 

younger members of the family. Over the decades, rapid industrialization, increasing population mobility, and 

advances in health care have created a society where these assumptions are largely extinct.  As people live 

longer and have greater financial needs beyond retirement, planning for the years falling within their 

retirement life expectancy has never been more important.

A New Retirement Paradigm

A common assumption is that most Americans are retiring later in life, either by choice or necessity. But 

statistics suggest otherwise. While for some workers this is true, the majority of Americans are working fewer 

years today than in previous generations. For example, in 1940 the average retirement age was 70, meaning 

that for many retirement lasted about 8 years. Today, the average retirement age is 61, nearly tripling the 

number of years post-retirement!

The average woman and man retiring in 2018 at age 65 has a remaining average life expectancy of 20.7 and 

18.1 years, respectively. In addition, the older an individual gets the more likely they are to live beyond their 

average life expectancy as determined at birth or at age 65. Proper financial planning is needed because if a 

retiree lives longer than planned for, there is a greater risk of encountering financial distress after retirement 

and prior to death.  Unless these risks are mitigated by appropriate investment and insurance strategies, assets 

can be spent down to levels that significantly affect a retiree’s standard of living and financial legacy.
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Steps to Effective Retirement Planning

For relatively younger investors (under age 50), savings rates, time spent in the market, and 

compounding growth are major factors. The keys are to save as much as possible and maintain a 

diversified, growth-oriented portfolio. While all types of savings are beneficial, the best investment 

vehicles for retirement savings are company retirement plans and IRAs.  If an investor has access to a 

corporate 401(k)-type plan, it is important to contribute enough to fully maximize employer matching 

if offered.

For late career investors (age 50 to 60), continue saving. Investors should begin to think about 

retirement goals, whether their current asset base can support these goals, and adjust accordingly.  

Proper saving in earlier years will begin to pay off around this time. Ensure that any risks that would 

derail retirement goals or legacy planning have been properly addressed with insurance and estate 

planning (wills, trusts, etc.).

For investors nearing or in retirement (age 60 and over), monitoring income and expenses is vitally 

important.   With the guidance of a trusted advisor, investors should plan for and elect Social Security 

benefits at an optimal time, and coordinate Medicare benefits with employer-based health insurance 

if age 65 or older.  All of these factors play a role in determining how much retirement income is 

needed from investments and must be accounted for to help ensure retirement savings will last a 

lifetime.


