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Estimating Your Retirement Expenses

The first step in developing a plan for financing your retirement is to estimate your retirement expenses.
How much money will you need to support the retirement lifestyle you picture?

IOWA STATE UNIVERSITY

University Extension

Give some thought to your retirement goals. The
publication, Picture Your Future, PM 1817A, can
help you imagine how your retirement might
look. Once you have at least a general idea of the
lifestyle you may lead, you can start to estimate
how much that lifestyle will cost.

An accurate picture of your current expenses is
also helpful. Even though expenses will change, it
is much easier to estimate the amount you might
need after retirement, if you know how much you
currently spend in various categories.

Most retirees desire a level of living after retire-
ment similar to that before retirement. Many
expenses stay roughly the same in retirement.
However, most retirees notice that some expenses
decrease after retirement, while others increase.
These patterns vary from person to person, but do
follow some general trends.

Expenses that may decrease

e Work-related costs — commuting, parking,
lunches, professional dues or subscriptions,
business clothing, dry cleaning

¢ Income taxes

e Home maintenance costs for tasks you will now
do yourself instead of hiring done

Expenses that may increase

¢ Recreational and social activities
e Travel

¢ Health insurance

* Health care and prescriptions

PM 1818B April 2001
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Projecting Retirement Expenses

To adjust for the effects of inflation, use the
inflation table in the extension publication,
Retirement: Secure Your Dreams—Money Math,
PM 1819, a financial calculator, a computer
program, or a financial adviser.

Next Steps

Estimating your annual expenses in retirement is
the first step in ensuring that you are financially
prepared. Extension’s publication, Retirement
Income: How Much Do You Need?, PM 1818A,
guides you through five more steps to make sure
you are saving at a rate that will allow you to
meet your desired expenses. The next steps in-
clude adjusting for inflation and calculating how
much you will need to save or invest to reach
your retirement goal.

As you work through the next steps, you will use
financial tools to help you make the calculations.
PM 1819 (see reference above) provides simple
charts to assist with the calculations, or you may
choose to use a financial calculator, a com-
puter program, or the assistance of a finan-
cial professional.

Written by Barbara Wollan, ISU Extension family resource
management field specialist. Reviewed by Donna Donald,
ISU Extension family life field specialist, and Karen
Petersen, Certified Financial Planner and instructor,
Department of Human Development and Family
Studies, ISU. Edited by Carol Ouverson, ISU Extension
communication specialist. Designed by Jane Lenahan,
ISU graphic designer.
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Helping you become your best.

This is one in a series of publications written to
challenge your thinking about retirement. You can
also find several other ISU Extension publications
that can help you design your future. Ask at your
local county office of ISU Extension for additional
publications. Also follow the publications link on
the ISU Extension Web site at
http://www.extension.iastate.edu.

PM 1816  Begin by Planning Today

PM 1817A Picture Your Future

PM 1817B When Life Changes

PM 1818A Retirement Income: How Much Do
You Need?

PM 1818B Estimating Your Retirement Expenses

PM 1819  Money Math

PM 1820  Where Will Money for Your Nest Egg
Come From?

PM 1821  Growing Your Nest Egg: Risk
and Return

PM 1822  Retirement Investment Options

PM 1823  Painting Your Retirement Picture: Special
Considerations for the Self~employed

PM 1824  Update Your Home for a Lifetime of
Living

PM 1825  Decisions at the Time of Retirement

PM 1826  If You Want to Know More

. . . and justice for all

The U.S. Department of Agriculture (USDA) prohibits discrimination in
all its programs and activities on the basis of race, color, national origin,
gender, religion, age, disability, political beliefs, sexual orientation, and
marital or family status. (Not all prohibited bases apply to all programs.)
Many materials can be made available in alternative formats for ADA
clients. To file a complaint of discrimination, write USDA, Office of Civil
Rights, Room 326-W, Whitten Building, 14th and Independence Avenue,
SW, Washington, DC 20250-9410 or call 202-720-5964.

Issued in furtherance of Cooperative Extension work, Acts of May 8 and
June 30, 1914, in cooperation with the U.S. Department of Agriculture.
Stanley R. Johnson, director, Cooperative Extension Service, lowa State
University of Science and Technology, Ames, lowa.



