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• While on average retirees are very happy, for those who don't
have clear reasons for retirement and don't plan in advance,
the transition into retirement can be very stressful.

• Only 21% of retirees are concerned about outliving their money
or having to downgrade their lifestyle, 73% are worried about
getting sick, and 47% are worried about not having anyone
take care of them.

• Anticipating your retirement can be an enjoyable process, and
planning and prioritizing can be an engaging exercise for you
and your family.

Introduction

As the baby-boom generation approaches retirement, significant
resources have been dedicated toward understanding the factors
that contribute to the overall well-being of retirees. While income
and wealth contribute to the overall happiness and life satisfaction
of an individual in retirement, there is more to the story.

As highlighted in the latest edition of UBS Investor Watch, for
retirement to be successful, even financially well-off and healthy
individuals must overcome cognitive and emotional challenges to
be psychologically prepared for the new chapter in their lives (see
Fig. 1). Investors must have clear reasons for their decision to retire
and must plan for the transition well in advance.

Overall, academic research indicates that retirees are on average
very happy, and they are less stressed than younger individuals. In
this report, we outline the considerations and actions that can help
ensure a smooth transition and a successful retirement.

Fig. 1: Percent of wealthy pre-retirees who agree with each
statement
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Studies show a strong
positive correlation
between retirement
planning and eventual
retirement satisfaction.

Why should retirees plan
for their retirement?
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disclosures that begin on page 8.



Why retirement can be stressful

Transitioning can be rough

Choosing when to retire may be one of the most important and chal-
lenging decisions we will ever make. Retirees face both opportunities
and challenges. Many individuals see retirement as an opportunity to
do everything that they never had time to do while working. How-
ever, there are many tough decisions to make. Future retirees must
decide whether to transition slowly or take the full leap; whether to
downsize, move to a vacation home, or live closer to the family. Many
families will have to deal with health issues, and develop a plan for
their children's futures. In addition, many retirees also have to con-
front losing purpose and social connections that working provides.

But it gets better

Measuring well-being and life satisfaction, rather than the level of
wealth, is not a new concept. In Bhutan, the Gross National Happiness
(GNH) Index was introduced in 1972, which placed life satisfaction as
the focal point for public policy decision-making. More recently, other
countries have created their own version of the index; the US has
its own, The Gallup Well-Being Index. For policymakers, retirees' life
satisfaction and concerns can help with decisions regarding medical
resources and the design of retirement programs, which can have a
significant impact on individuals' decision to retire.1

The good news is that research on well-being suggests that aging is
not indicative of a decline into misery. In fact, multiple studies confirm
that on average, the relationship between age and life satisfaction
maps to a U-shaped curve2 even if accounting for factors such as gen-
der, marriage, having kids in the house or being unemployed. Indi-
viduals who are in their 20s start out happy; around 50 years of age
we tend to hit our mid-life crises; and after the age of 65 we finally
find our happiness (see Fig. 2). In addition, for an average person,
the levels of stress, anger, and worry decline as we age.3 These results
are corroborated by literature that explores the relationship between
age and depression. Individuals in mid-life are approximately twice as
likely to be taking antidepressants as individuals with the same char-
acteristics who are under the age of 25 or over the age of 65.4

While nobody knows the true reasons for the U-shaped curve, expla-
nations have been suggested. On the emotional level, as we age we
become better at dealing with issues, coping with stress, and focus-
ing more on the positives from the past. We also learn to accept who
we are, including our strengths and weaknesses, rather than try to
chase the big dream and achieve the impossible. We appreciate our
feelings more rather than our accomplishments and start enjoying life
as it is. We tend to build solid meaningful relationships rather than
try to cultivate new friendships. These new ways of experiencing life
make us feel more secure, more in control, and happier.

Another explanation is purely economic. At a later stage in life, we
finally enjoy all the effort it took for us to get there: Building a career,
establishing financial security, and raising a family.

Fig. 2: Life satisfaction increases after retirement
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Taking the stress out of retirement

Set goals

Lifestyle changes, anticipated emotions, and uncertainty about what
to do in retirement contribute to the element of stress and anxiety that
make the transition hard. In fact, according to the "life events scale"
frequently used by psychologists, retirement features on the inventory
of the most stressful events that an individual can experience – a list
that also includes imprisonment and divorce (see Fig. 3).5

Fig. 3: The Holmes-Rahe Stress Inventory Table

Life Event Mean Value
1 Death of spouse 100

2 Divorce 73

3 Marital Separation from mate 65

4 Detention in jail or other institution 63

5 Death of a close family member 63

6 Major personal injury or illness 53

7 Marriage 50

8 Being fired at work 47

9 Marital reconciliation with mate 45

10 Retirement from work 45

Source: Holmes TH, Rahe RH (1967). "The Social Readjustment Rating Scale". J Psy-

chosom Res. 11 (2): 213-8

When planning for retirement, the first step is to figure out what
you're trying to achieve in the next 20 to 30 years. Studies show a
strong positive correlation between retirement planning and eventual
retirement satisfaction.6
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Because it's easy to overlook important goals that don't easily come to mind, it can be helpful to refer to a list of goal
categories to make sure all of the family's objectives are addressed (see Fig. 4). Engage the whole family in discussion to
ensure that your family's values are preserved. During this process, families should decide what is most important to them.
It’s better to prioritize now than to be disappointed later. Taking time to prepare for retirement will allow pre-retirees to
address many difficult questions, reduce stress, and take control of their future. When going into retirement, making too
many changes at once is not recommended.

Fig. 4: Ten categories that cover a spectrum of individual goals

Society and environment
· Charitable contributions
· Sustainable and impact
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· Establish foundation
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· Arrange for full-time nurse
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Career
· Expand business
· Family office
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· Retired
· Business retirement plan

Social engagement
· Art shows
· Golfing

Travel and leisure
· Frequent family

vacations

Lifestyle
· Maintain standard of living
· Second home purchase
· Art collectors

Self improvement
· Pilot s license
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Financial independence
· Retirement savings
· Savings plan
· Investment planning

Family
· Maximum annual gifting
· Contribute to child s

first home
· College funding for

grandchildren

Source: UBS, Your Wealth & Life 2017 Retirement Guide
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Similar to vacation satisfaction, much of the psychological benefit
from retirement can come from the anticipation and from exploring
possibilities. But the planning process can also be stressful. Because
we tend to naturally focus on a certain future outcome – usually pos-
itive – it can leave us underprepared for the unexpected. When plan-
ning, it is crucial to broaden our perspective of the future by imagining
several versions of your future – positive and negative. This step allows
individuals to uncover risks that might otherwise be overlooked.

Although it is easy to look back and recognize how our goals and
values have evolved over time, it is much more difficult to correctly
predict how they will change in the next 20 years. Similarly, despite
the U-shaped life satisfaction curve, pre-retirees may wrongly forecast
the misery to come as they age. Learning from others who have expe-
rienced a certain stage in life, such as retirement, is a much better
forecasting tool. It can therefore be important to speak with other
retirees to learn from their experiences. For more on this see Your
Wealth & Life Goals Discovery.

Once goals are established, then assets can be aligned with them
using the 3L investment framework. For example, Investor Watch sur-
vey results indicate that the majority of wealthy retirees (84%) choose
to continue to grow their Legacy assets, which are excess assets that
the household intends to use for bequest or charitable purposes. Giv-
en that retirees have enough assets to last for a lifetime of living
expenses, their Legacy assets should be invested in an aggressive port-
folio. This is not only due to the different purpose of these assets, but
also due to tax and estate planning factors.

“Giving while living” is an alternative strategy that many retirees
should consider. Seeing the fruits of your family's philanthropic goals
grow – such as setting up charities or scholarships, or making a dona-
tion to a hospital – can be very rewarding. This framework would be
part of the Longevity investment strategy.

Prepare to live longer

Life expectancy has improved dramatically over the past half century.
Current 65-year-olds are expected to live to the age of 87 for males
and 89 for females. And, perhaps counter intuitively, life expectan-
cy advances for those who live into old age. Recent Investor Watch
findings indicate that while wealthy retirees are confident about their
financial stability, only 21% are concerned about outliving their mon-
ey or having to downgrade their lifestyle, 73% are worried about get-
ting sick, and 47% are worried about not having anyone take care
of them.

How do retirees continue to invest?

Legacy Asset growth Giving while living

While confident in their financial
stability, these concerns ad d u p ...

Outliving
their money

Getting sick No one to
care for them

Percentage of retirees concerned about:
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These concerns shouldn't be taken lightly. Our analysis indicates that a
65-year-old couple will need to save between USD 300,000 and USD
600,000 for future healthcare expenses, and women will continue to
pay more for total lifetime healthcare than men due to their longer
life expectancy and rising healthcare inflation (See our publication,
Modern Retirement Monthly: Healthcare in Retirement, published on
7 August for more) . Despite the longevity risk, healthcare concerns,
and rising costs, only 12% of Americans account for healthcare costs
when planning for retirement.7

Long-term care services (LTC), which includes assistance with personal
and medical care, is another component that shouldn't be overlooked
during the planning process, specifically for investors who do not wish
to burden their loved ones. We are naturally inclined to assume that
it's very unlikely that we will need LTC; behavioral science shows that
humans do a poor job at evaluating probabilities especially for events
that we have never experienced. The reality is very different. Our anal-
ysis shows that about 85% of couples will use some type of LTC ser-
vice before they pass away (see Fig. 5). The median 65-year-old cou-
ple in 2016 will incur a total of USD 184,000 in LTC expenses during
their lifetime, and roughly 25% of couples will spend more than USD
500,000 on LTC during their lifetime (see Fig. 6).

In addition to making healthcare and long-term care part of the plan-
ning process, individuals with medical conditions such as type 2 dia-
betes or high blood pressure can take control of their healthcare
expenditures and longevity by following recommended health treat-
ments. A recent study by HealthView Services found that, by chang-
ing behavior and making lifestyle changes, a 50-year-old with type 2
diabetes can significantly lower their medical expenses and increase
their life expectancy.8

Take your time to plan for the transition into retirement. Make sure
all your goals and concerns are part of the financial plan. Anticipat-
ing your retirement can be an enjoyable process, and planning and
prioritizing can be an engaging exercise for you and your family. With
a robust plan, you can be confident and excited about your golden
years.

Good retirement plans
account for healthcare

12%
Percentage of Americans who 
account for healthcare costs 
when planning for retirement

Fig. 5: About 85% of female-male couples will use
some type of long-term care
Probability of any long-term care use for more than a

specified time period
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Source: UBS, as of 1 September 2016

Fig. 6: 25% of couples will spend more than USD
500,000 on long-term care
Probability LTC spending will exceed each specified

amount
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Modern retirement monthly

UBS Chief Investment Office Americas, Wealth Management 6 September 2017      6



Sources
1https://www.ssa.gov/policy/docs/ssb/v71n4/v71n4p15.html.

2Stone, A., Schwartz, J., Broderick, J., Deaton, A. (2010) A snapshot of the age distribution of psychological well-being in
the United States, PNAS June 1, 2010, 107, 22, 9985-9990. Blanchflower D. G., Oswald A. J. (2017) Do Modern Humans
Suffer a Psychological Low in Midlife? Two Approaches (With and Without Controls) in Seven Data Sets, working paper.
Pew Research Center, October, 2014, “People in Emerging Markets Catch Up to Advanced Economies in Life Satisfaction”.

3Stone, A., Schwartz, J., Broderick, J., Deaton, A. (2010) A snapshot of the age distribution of psychological well-being
in the United States, PNAS June 1, 2010, 107, 22, 9985-9990.

4Blanchflower D. G., Oswald A. J. (2016)Antidepressants and age: A new form of evidence for U shaped well-being though
life, Journal of Economic Behavior & Organization, 127, 46–58.

5Holmes TH, Rahe RH (1967). "The Social Readjustment Rating Scale". J Psychosom Res. 11 (2): 213–8.

6Elder, Harold W. and Patricia M. Rudolph. 1999. “Does Retirement Planning Affect the Level of Retirement Satisfaction?”
Financial Services Review 8: 117-27.

7"Health State and the Savings Required for a Sustainable Retirement," Journal of Retirement, 2017.

8HealthView Services 2017 Retirement Health Care Costs Data Report http://www.hvsfinancial.com/2017-retire-
ment-health-care-costs-data-report/.

Modern retirement monthly

UBS Chief Investment Office Americas, Wealth Management 6 September 2017      7

https://www.ssa.gov/policy/docs/ssb/v71n4/v71n4p15.html
http://www.hvsfinancial.com/2017-retirement
http://www.hvsfinancial.com/2017-retirement


Appendix

Disclaimer

Research publications from Chief Investment Office Americas, Wealth Management, formerly known as CIO Wealth
Management Research, are published by UBS Wealth Management and UBS Wealth Management Americas, Business
Divisions of UBS AG or an affiliate thereof (collectively, UBS). In certain countries UBS AG is referred to as UBS SA. This
publication is for your information only and is not intended as an offer, or a solicitation of an offer, to buy or sell any
investment or other specific product. The analysis contained herein does not constitute a personal recommendation or
take into account the particular investment objectives, investment strategies, financial situation and needs of any specific
recipient. It is based on numerous assumptions. Different assumptions could result in materially different results. We
recommend that you obtain financial and/or tax advice as to the implications (including tax) of investing in the manner
described or in any of the products mentioned herein. Certain services and products are subject to legal restrictions and
cannot be offered worldwide on an unrestricted basis and/or may not be eligible for sale to all investors. All information
and opinions expressed in this document were obtained from sources believed to be reliable and in good faith, but no
representation or warranty, express or implied, is made as to its accuracy or completeness (other than disclosures relating
to UBS). All information and opinions as well as any prices indicated are current only as of the dateof this report, and are
subject to change without notice. Opinions expressed herein may differ or be contrary to thoseexpressed by other business
areas or divisions of UBS as a result of using different assumptions and/or criteria. At any time, investment decisions
(including whether to buy, sell or hold securities) made by UBS and its employees may differ from or be contrary to the
opinions expressed in UBS research publications. Some investments may not be readily realizable since the market in the
securities is illiquid and therefore valuing the investment and identifying the risk to which you are exposed may be difficult
to quantify. UBS relies on information barriers to control the flow of information contained in one or more areas within
UBS, into other areas, units, divisions or affiliates of UBS. Futures and options trading is considered risky. Past performance
of an investment is no guarantee for its future performance. Some investments may be subject to sudden and large falls
in value and on realization you may receive back less than you invested or may be required to pay more. Changes in FX
rates may have an adverse effect on the price, value or income of an investment. This report is for distribution only under
such circumstances as may be permitted by applicable law.
Distributed to US persons by UBS Financial Services Inc. or UBS Securities LLC, subsidiaries of UBS AG. UBS Switzerland
AG, UBS Deutschland AG, UBS Bank, S.A., UBS Brasil Administradora de Valores Mobiliarios Ltda, UBS Asesores Mexico,
S.A. de C.V., UBS Securities Japan Co., Ltd, UBS Wealth Management Israel Ltd and UBS Menkul Degerler AS are affiliates
of UBS AG. UBS Financial Services Incorporated of Puerto Rico is a subsidiary of UBS Financial Services Inc. UBS Financial
Services Inc. accepts responsibility for the content of a report prepared by a non-US affiliate when it distributes reports
to US persons. All transactions by a US person in the securities mentioned in this report should be effected through a
US-registered broker dealer affiliated with UBS, and not through a non-US affiliate. The contents of this report have not
been and will not be approved by any securities or investment authority in the United States or elsewhere. UBS Financial
Services Inc. is not acting as a municipal advisor to any municipal entity or obligated person within the meaning of Section
15B of the Securities Exchange Act (the "Municipal Advisor Rule") and the opinions or views contained herein are not
intended to be, and do not constitute, advice within the meaning of the Municipal Advisor Rule. UBS specifically prohibits
the redistribution or reproduction of this material in whole or in part without the prior written permission of UBS and
UBS accepts no liability whatsoever for the actions of third parties in this respect.
Version as per May 2017.
© UBS 2017. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.
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