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RITES OF PASSAGE –ADULTHOOD AND CAREER
On the journey to adulthood, there are rites of passage.
Do some of these line up with your own?

40-50s
30s
20s
Graduating
from College

Getting Becoming a
married
parent

Big
promotion

Bigger
house

Nicer car

Buying a
house

Buying a
car
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RITES OF PASSAGE – RETIREMENT?
The challenge for retirement is that there are no rites of
passage. There are no universal life markers that signal “you
are retired.” We each need to create our own roadmap.

Career
Change
Travel

60s

70s

Becoming
grandparents

???

80s
???
Leaving a
legacy

Retirement
Taking care
of parents

???

Back to School:
Second Degree,
Master’s Degree,
Ph.D
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GETTING ORGANIZED MENTALLY AND
FINANCIALLY KEY COMPONENTS
KNOW YOURSELF
1. What makes you happy?
____________________
2. What are your core values?
____________________
____________________
3. Are you living your ideal life
and, if not, what needs to
change?
____________________
4. What do you think is
holding you back from
making a change?
____________________
5. How will you know your
mission is complete?
____________________

KNOW YOUR
NUMBERS
Costs in Retirement
• Essential
§
Housing
§
Health care
§
Transportation
§
Food
§
Bills
• Discretionary
§
Travel
§
Dining Out
§
Hobbies, etc.
Assets in Retirement
§
Cash Savings
§
Taxable (Nonretirement) Accounts
§
Retirement Accounts
§
Real Estate
§
Business Value

KNOW INCOME
SOURCES
What income sources in
retirement are like a
paycheck?
Social Security
§
Pension
§
Annuities
§
Rental Income
§
A Paycheck (duh)
Other Income
§

§

Microbusiness

§

Marketing Focus
Groups

Exclude RMDs (Required
Minimum Distributions from
IRAs), cash value of life
insurance, home equity, and
inheritances for now.
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KNOW YOURSELF PRESENT & FUTURE HAPPINESS
Are you more future than present oriented? Planning for retirement does not
have to mean deferring happiness to a distant date in the future. Some
experiences, like sailing around the world, demand more time and
resources and may be more practical in non-working years. What are things
you can do now to make life more fulfilling? What are some experiences that
would be better appreciated in non-working years?
My story:
I love to walk and try to do at least 10,000 steps a day. One
summer day I decided to walk home from downtown.
I pondered the question: What would I do with $1million dollars?
My house is five miles from downtown, so I meditated on this
question for two hours.
By the time I got home, I realized the things that bring me the
most joy in life — walking and sunshine — cost nothing!
Happiness for me does not involve a bucket list or buying a
nice car every few years. It is having time to connect with
nature.
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KNOW YOURSELF PRESENT & FUTURE HAPPINESS
PRESENT What are things you
can do now to make life more
fulfilling?

FUTURE What are experiences
that would be better appreciated in
non-working years?
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KNOW YOURSELF CORE VALUES
Retirement for some is a time to connect with family and friends, explore
interests, and act on core values. Some examples are family travel, charitable
service, missionary work, writing a book, and serving as a mentor.
1. What are your core values?
2. How would you act on them
(if this is important to you)?
3. Will the corporate values that
guided you during your career
serve you in retirement?
4. Discuss with your partner.
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KNOW YOURSELF IDEAL LIFESTYLE
Imagine you are retired, ask yourself the essential questions.
Who will you have
lunch with?

Who will
change your
light bulb?

Where will you
get an ice
cream cone?
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KNOW YOURSELF MAKING A CHANGE
Some people would like to retire, but life happens. Or, they don’t know
when to stop.
What do you think is holding you back from making a change?
q Adult children moving back home.
q Not having enough saved for retirement.
q Health insurance expensive before Medicare eligibility at
age 65.
q Pressure from family and friends to keep working.
q Social network is entirely at work.
q Can’t imagine not working.
q I like working.
q Other: ______________________________
How will you know your mission is complete?
q Others tell you that you are done.
q Gone as far as I can in my career.

https://www.pewresearch.org/fact-tank/2020/09/04/amajority-of-young-adults-in-the-u-s-live-with-their-parents-forthe-first-time-since-the-great-depression/

q Worked enough years to get a pension.
q Other: ______________________________
9

KNOW YOUR NUMBERS COST OF LIVING
If you are thinking of
relocating to a new city,
there are lots of websites
that collect data on cost
of living.
Some cities might have
lower housing costs but
higher expenses in other
essential categories.

https://www.salary.com/research/cost-of-living
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KNOW YOUR NUMBERS COSTS
Based on your vision of the future, how much do you think it will cost?
Compare to a different city/country if you are considering moving. Here is an
example to get you thinking.
Monthly Costs

Chicago

Home 2
Chapel Hill, NC

Housing

$1,500

$1,500

Health care

Rent somewhere else
6 months
$1,000 (Sorrento, IT)

Zillow.com, Airbnb,
house swap?
ehealthinsurance.com
Include holistic health
services not covered

$700

$950

$900

$100 (CTA, Uber)

$500 (car)

$500 (airfare and rail)

Food and
Beverage

$800

$600

$400

Entertainment

$200

$50

$200

Charitable
Donations and
Other

$300

$200

$300

$3,600

$3,800

$3,300

Transportation

Total

Notes

Salary.com
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KNOW YOUR NUMBERS COSTS
Based on your vision of the future, how much do you think it will cost?
Compare to a different city/country if you are considering moving or
spending part of the year somewhere else.
Monthly Costs

Home 1

Home 2

Housing
Health care
Transportation
Food and Beverage
Entertainment
Charitable Donations and
Other
Total
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KNOW YOUR NUMBERS HEALTH CARE COSTS
(BEFORE AGE 65)
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KNOW YOUR NUMBERS HEALTH CARE COSTS
(MEDICARE ELIGIBLE)
Medicare eligibility starts at age 65. Costs vary depending on type of policy.
• Medicare is not “free.” There are “zero
premium” (no monthly premium) policies,
but these might come with more out of
pocket expenses.
• Estimate a monthly health care cost using a
plan that includes the benefits you need
(examples: foreign travel, drugs, etc.) and
some out-of-pocket expenses for services
not covered by Medicare (vision, dental,
custodial, hearing aids).
• Medicare does not cover long-term care.
Have a plan for paying for long-term care
out of your savings.
• Medicare sets benefits for Medicap policies.
https://news.ehealthinsurance.com/_ir/68/20208/Medicare_In
dex_Report_AEP_for_2020_Coverage.pdf
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NOT YOUR PARENTS’ RETIREMENT
•
•
•
•
•

Longer life expectancy: males (76.2), females (81.2)*
More dependence on personal savings and investments
Fewer pensions
Uncertain Social Security
More years working

*CDC, data for 2018
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KNOW NUMBERS ASSETS
How much do you have in the following?
Asset

Values

Retirement accounts
Taxable accounts
Cash savings (incl.
CDs)
Real Estate
Business value
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KNOW NUMBERS: INCOME IN RETIREMENT
How will you pay your monthly bills. What are your sources of income in retirement?
Source

How can you receive it?

Tax Treatment

Monthly Benefit

May be partially taxable

Traditional 401(k)
Traditional/Rollover IRAs

Ask financial advisor:
monthly or other

Ordinary income

Roth IRA
Roth 401(k)

Ask financial advisor:
monthly or other

Not taxable if you follow
rules*

Annuity

Ask financial advisor:
monthly or other

May be partially taxable
depending on type

Negotiate in sale. Can you
spread out payments over
several years?

Capital gains

Seasonal or occasional

Ordinary income

Social Security (ssa.gov)

Sale of Business (business value)
Work: consulting, project-based, parttime, microbusiness

*The Roth IRA offers tax deferral on any earnings in the account. Withdrawals from the account may
be tax free, as long as they are considered qualified. Limitations and restrictions may apply.
Withdrawals prior to age 59 ½ or prior to the account being opened for 5 years, whichever is later,
may result in a 10% IRS penalty tax. Future tax laws can change at any time and may impact the
benefits of Roth IRAs. Their tax treatment may change.

17

THE WORK OPTION
• Continue with former
employer
• Switch to a new area of
interest
• Volunteer your time
• Board service
• Sell your stuff on Etsy
• Keep Social Security income
limits in mind if less than full
retirement age
• What were the lessons from
COVID?
18

PAYING THE BILLS
BEFORE & AT AGE 70

$140,000
$120,000

Before age 70, can
you cover basic
expenses with rental
and dividend income?
Is there a work
option?

$100,000
Work, $36,000
$80,000
$60,000
$40,000
$20,000
$-

Rental Income,
$24,000
Dividend
Income/Taxable
account
$36,000
Pension, $12,000

Early Retirement
What is in your income stack? What is
the tax treatment? Would you work for
the health insurance benefit?

HIGH EARNER / HIGH SAVINGS
At age 70: Can you
cover essential
expenses with
Social Security
and/or pension?
Retirement
Savings, $36,000
Rental Income,
$24,000
Pension, $12,000
Social Security
$45,600

In order to generate $36,000 in
dividend income
Dividend
Yield

Capital Base (Stock
Investments)
Needed

2%

$1,800,000

3%

$1,200,000

4%

$900,000

At age 70
Can you wait until age 70 to get the maximum Social
Security benefit? Can you delay taking Required
Minimum Distributions from a traditional IRA or 401(k)
so the money has more time to grow?
19

PAYING THE BILLS
BEFORE & AT AGE 70

$70,000
$60,000

If early retirement:
Can you cover basic
expenses with rental
and dividend
income? Is there a
work option?

AVERAGE EARNER / AVERAGE
SAVINGS
At age 70: Can you cover basic expenses
with Social Security and/or pension?
$3,000 a month draw from retirement
accounts may be sustainable for people
with >$500K retirement savings.

$50,000
$40,000

Work, $36,000

Retirement
Savings, $36,000

$30,000
$20,000
$10,000
$-

Retirement Savings,
$6,000

Dividend
Income/Taxable
account, $12,000

Early Retirement
Before age 70, cover expenses with
earnings, penalty-free retirement
account distributions, cash savings
and taxable accounts.

Social Security
$24,000

Reducing housing,
transportation and other
fixed expenses could make
savings last longer.

At age 70
Do everything you can to wait until age 70 to
get maximum Social Security benefit.
Required minimum distributions from
traditional IRA or 401(k) start at age 72.
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THE NEED TO SAVE OBSTACLES
Many Americans want to retire someday, but a large
percentage do not have a plan or access to a retirement
plan.
It takes decades to accumulate retirement savings. We don't
like to imagine ourselves getting old, therefore, we don't plan
for it.
About one in five workers reach their late 50s and early 60s
with no money saved, according to estimates from the
Federal Reserve.
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HOW MUCH DO YOU NEED TO SAVE?

Let's calculate how much you need to save:
https://tools.finra.org/retirement_calculator
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GETTING HELP - RESOURCES
• Financial Planning Association
• www.FinancialPlanningDays.org
• "Want to have it all? Then do this" by Ali Rosen. Advice for planning for the next ten
years and becoming a grown up. https://www.refinery29.com/en-us/having-it-alladvice
• "8,000 Days" from the MIT AgeLab: http://agelab.mit.edu/system/files/201812/8000_days_workbook_0.pdf
• JPMorgan Guide to Retirement: https://am.jpmorgan.com/us/en/assetmanagement/gim/adv/insights/guide-to-retirement
• www.SSA.gov to look up estimated Social Security benefit at full retirement age.
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KHLOÉ U. KAROVA, CERTIFIED FINANCIAL PLANNER™
khloe@moderncapitalconcepts.com | 312.316.8120
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APPENDIX
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BUILD RETIREMENT SAVINGS
Employersponsored plans:
401(k)s, 403(b), SIMPLE IRAs

Annuities and
insurance
products

Simplified
employee
pension (SEP)

Individual retirement
accounts (IRAs)

Taxable investment
portfolios (non-retirement
accounts, brokerage
accounts)
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MAKE THE MOST OF YOUR
EMPLOYER’S PLAN
•
•
•
•
•

Participate
Contribute as much as you can
Diversify among plan choices
Reallocate annually, as part of overall review
Roll over assets to IRA or new plan if appropriate

There is no guarantee that a diversified portfolio will enhance overall returns or
outperform a non-diversified portfolio. Diversification does not protect against
market risk.
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TAX-DEFERRED PLANS 401(k), 403(b), SEP
IRA, ROLLOVER IRA
• All earnings are tax-deferred, taxed like wage income
(ordinary income tax) at withdrawal
• Pre-tax contributions (paycheck deductions) taxdeferred, taxed at a regular rate at withdrawal
• Contribution limits vary by type of plan
• Withdrawal rules apply, but vary
§ May be penalized for withdrawals before age 59½
§ Required Minimum Distributions required after age
72.
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TRADITIONAL VS. ROTH
INDIVIDUAL RETIREMENT ACCOUNTS
Traditional
401(k), 403(b), IRA

Roth
401(k), 403(b), IRA

Contributions

Pre-tax dollars in
401(k), 403(b), and
possible IRA tax deductions

Post-tax dollars

Earnings

Tax-deferred

Tax-free if you
follow rules

Withdrawals

Taxed at ordinary income rate

Not taxed if you follow rules

The Roth IRA offers tax deferral on any earnings in the account. Withdrawals from the
account may be tax free, as long as they are considered qualified. Limitations and restrictions
may apply. Withdrawals prior to age 59 ½ or prior to the account being opened for 5 years,
whichever is later, may result in a 10% IRS penalty tax. Future tax laws can change at any
time and may impact the benefits of Roth IRAs. Their tax treatment may change.
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TAXABLE INVESTMENTS
• No contribution limits or
withdrawal rules
• Wide selection of investments
• A way to diversify your
portfolio
• Additional income option
• Earnings taxed at lower than
regular rate
There is no guarantee that a diversified portfolio will enhance overall returns or outperform
a non-diversified portfolio. Diversification does not protect against market risk.
The payment of dividends is not guaranteed. Companies may reduce or eliminate the
payment of dividends at any given time.
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MAINTAIN AN EMERGENCY FUND
• Available in case of unexpected expenses or
market downturns
• Easily accessible in savings and cash equivalent
investments
• Enough to cover expenses for a year (or two)
Treasury bills are guaranteed by the US government as to the timely payment of principal and interest and,
if held to maturity, offer a fixed rate of return and fixed principal value.
Certificates of Deposit are FDIC insured and offer a fixed rate of return. Brokered CDs sold prior to
maturity in the secondary market may result in loss of principal due to fluctuations in the interest rate or
lack of liquidity. Brokered CDs are registered with the Depository Trust Corp. (“DTC”). Brokered CDs
with step-down and/or call provisions may be less favorable than traditional CDs without these features.
Treasury bills are guaranteed by the US government as to the timely payment of principal and interest and,
if held to maturity, offer a fixed rate of return and fixed principal value.
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OTHER THINGS TO CONSIDER
•
•
•
•

Long-term health care
Wills and living wills
Estate planning
Inheritance taxes
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ESTATE PLANNING
• What happens if you die without a will?
• What happens if you don't have powers of
attorney for your accounts or a living will?
• Should you use a free online or low-cost
service for estate planning documents?
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WHEN SHOULD YOU CONSULT A
FINANCIAL PLANNER?
Types of questions
• Technical questions: Should I take the lump sum pension?
Should I do a Roth conversion? Can I retire early?
• Investment questions: What should I do with my rollover?
What percent can I draw from accounts to avoid running
out of money? Should I pay off mortgage or invest?
• Emotional: managing expectations
• Worst case scenarios: taxes, rising costs, premature
death of spouse
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The 4% Rule
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https://am.jpmorgan.com/us/en/asset-management/adv/insights/retirement-insights/guide-to-retirement/
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