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When forecasting retirement spending, a common starting point is to take your current budget and then
"inflate" that spending number, through the rest of your life, using a constant rate—usually derived from the
forecast of an index of broad economic inflation.

One downside to this approach is that not all goods and services rise in price at the same rate. What's more, there may
be components of your budget that may be underrepresented in, or excluded from, an economy-wide inflation index.

This retirement spending smile pattern is due, in part, to the change in the composition of household spending throughout
retirement.

When looking at data from the RAND Center of the Study of Aging, we see that total spending for an average family
does increase each year. However, these spending increases don't perfectly match a constant annual inflation estimate.

In fact, for the average family, spending in retirement typically grows more slowly than inflation at first, then accelerates
faster than inflation later in life—creating a "smile" pattern over time.

It's important to keep in mind that the families in this survey may have different spending habits than your family, and
no family will look exactly like the average. Even still, these data suggest that retirees' spending patterns are driven by
lifestyle changes that are largely independent of inflation.

Although starting with an all-in-one budget and applying a constant spending increase can be a good starting point, it
is unlikely to accurately reflect your family's actual spending.
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To build a more specific forecast for your family's retirement spending, discuss these suggestions with your financial advisor:

1. Don't assume that all expenses will increase by inflation. A decline in real spending is normal as you move through
mid-retirement.
2. Be as specific as possible when developing goals for your financial plan.
3. Think of your retirement in phases.
4. Consider adding annuity income to hedge your longevity risk.
5. Plan for retirement health care costs and for potential long-term care costs in your later years.

Conclusion
As individuals prepare for or evaluate their retirement, simple guidelines like the 4% rule are too general to apply to any
individual family. For example, these guidelines do not account for your household spending patterns and needs, time
horizon, portfolio allocation, and retirement objectives—to name a few.

Allocating the right investments (stocks, bonds, etc.) into the right accounts (taxable, tax-deferred, tax-exempt) can make
a significant difference in how much you can earn from your invested capital. However, since every investor has a different
mix of taxable, tax-deferred, and tax-exempt assets, there is no universal “one-size-fits-all” approach.

For these reasons, we strongly suggest that you work with your financial advisor to develop, review, and update your
retirement plan so that it better captures and reflects your family's unique circumstances.

Additional resources
• Beyond RMDs: Strategies for IRA owners and beneficiaries
• Which assets are better to use in retirement?
• What will your retirement look like? How to prepare for the non-financial aspects of retirement
• Three reasons to seek annuity income

For more, see the latest Modern retirement monthly - Beyond the 4% rule: Am I ready for retirement?

Disclaimer
This document is prepared and published by the Global Wealth Management business of UBS Switzerland AG (regulated by
FINMA in Switzerland), its subsidiaries or its affiliates ("UBS"), part of UBS Group AG ("UBS Group"). UBS Group includes former
Credit Suisse AG, its subsidiaries, branches and affiliates. In the USA, UBS Financial Services Inc. is a subsidiary of UBS AG and a
member of FINRA/SIPC. Additional Disclaimer relevant to Credit Suisse Wealth Management follows at the end of this section.
This document and the information contained herein are provided solely for your information and UBS marketing
purposes. Nothing in this document constitutes investment research, investment advice, a sales prospectus, or an offer or
solicitation to engage in any investment activities. This document is not a recommendation to buy or sell any security, investment
instrument, or product, and does not recommend any specific investment program or service.
Information contained in this document has not been tailored to the specific investment objectives, personal and financial
circumstances, or particular needs of any individual client. Certain investments referred to in this document may not be suitable
or appropriate for all investors. In addition, certain services and products referred to in the document may be subject to legal
restrictions and/or license or permission requirements and cannot therefore be offered worldwide on an unrestricted basis. No
offer of any product will be made in any jurisdiction in which the offer, solicitation, or sale is not permitted, or to any person
to whom it is unlawful to make such offer, solicitation, or sale.
Although all information and opinions expressed in this document were obtained in good faith from sources believed to be
reliable, no representation or warranty, express or implied, is made as to the document’s accuracy, sufficiency, completeness or
reliability. All information and opinions expressed in this document are subject to change without notice and may differ from
opinions expressed by other business areas or divisions of UBS Group. UBS is under no obligation to update or keep current the
information contained herein. The views and opinions expressed in this material by third parties are not those of UBS.
Accordingly, UBS does not accept any liability over the content shared by third parties or any claims, losses or damages arising
from the use or reliance of all or any part thereof.
All pictures or images ("images") herein are for illustrative, informative or documentary purposes only and may depict objects or
elements which are protected by third party copyright, trademarks and other intellectual property rights. Unless expressly stated,
no relationship, association, sponsorship or endorsement is suggested or implied between UBS and these third parties.

https://secure.ubs.com/public/api/v2/investment-content/documents/_jZC3qetp-8nvWMoeUu4Wg?apikey=1AS8wxGGWLjxy6J92ees52Uz5ZrWmy6m
https://secure.ubs.com/public/api/v2/investment-content/documents/oFPVGzZ3zUaAo1VhRUC1Og?apikey=1AS8wxGGWLjxy6J92ees52Uz5ZrWmy6m
https://secure.ubs.com/public/api/v2/investment-content/documents/CP-l9ARj9udbus5xNR1UNg?apikey=Y8VdAx8vhk1P9YXDlEOo2Eoco1fqKwDk&Accept-Language=de-CH
https://secure.ubs.com/public/api/v2/investment-content/documents/o5z4xMR0290atxBITDU4tA?apikey=1AS8wxGGWLjxy6J92ees52Uz5ZrWmy6m
https://secure.ubs.com/public/api/v2/investment-content/documents/pIULtS3qHoU6MHtYfMyxJg?apikey=1AS8wxGGWLjxy6J92ees52Uz5ZrWmy6m


For UBS Marketing purposes

Any charts and scenarios contained in the document are for illustrative purposes only. Some charts and/or performance figures
may not be based on complete 12-month periods which may reduce their comparability and significance. Historical performance
is no guarantee for, and is not an indication of future performance.
Nothing in this document constitutes legal or tax advice. UBS and its employees do not provide legal or tax advice. This document
may not be redistributed or reproduced in whole or in part without the prior written permission of UBS. To the extent permitted
by the law, neither UBS, nor any of it its directors, officers, employees or agents accepts or assumes any liability, responsibility or
duty of care for any consequences, including any loss or damage, of you or anyone else acting, or refraining to act, in reliance
on the information contained in this document or for any decision based on it.
Additional Disclaimer relevant to Credit Suisse Wealth Management: Except as otherwise specified herein and/or
depending on the local entity from which you are receiving this document, this document is distributed by UBS Switzerland AG,
authorised and regulated by the Swiss Financial Market Supervisory Authority (FINMA). Your personal data will be processed
in accordance with the Credit Suisse privacy statement accessible at your domicile through the official Credit Suisse website
https://www.credit-suisse.com. In order to provide you with marketing materials concerning our products and services, UBS
Group AG and its subsidiaries may process your basic personal data (i.e. contact details such as name, e-mail address) until you
notify us that you no longer wish to receive them. You can optout from receiving these materials at any time by informing your
Relationship Manager.
Please visit https://www.ubs.com/global/en/wealth-management/insights/chief-investment-office/marketing-material-
disclaimer.html to read the full legal disclaimer applicable to this document.
© UBS 2025. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.

https://www.credit-suisse.com/
https://www.ubs.com/global/en/wealth-management/insights/chief-investment-office/marketing-material-disclaimer.html
https://www.ubs.com/global/en/wealth-management/insights/chief-investment-office/marketing-material-disclaimer.html

	Important Disclosures

