FIN 51 – PROFESSOR FARINA
CASE STUDIES - ESTIMATING RETIREMENT FUNDING

To access the AARP calculator,

AARP Retirement Calculator
Then click “Start Now.” If this link does not work, here’s the long way:

· Go to:  http://www.aarp.org
· Click on the “Menu” tab 
· Click on the “Retirement” link
· Click on “Planning for Retirement”

· Click on “PLAN AHEAD: Are You Saving Enough?”
· Click on “Retirement Calculator”

· Click “Start Now”

CASE #1

Using the AARP retirement planning calculator, calculate the amount Robert needs to save annually for retirement.  His data follows. The data is organized to correspond to the calculator questions. Robert is single. 

Are You Legally Married: No
Partner: No

Click “Continue to Age”

Age: 50
Retirement age: 62

Gender: Male

Click “Continue to Salary”

Salary: $120,000
Percentage of income currently saved: 10.0%
Click “Continue to Savings”

Retirement Savings: $210,000

Do you expect to receive a pension: Select “Add Pensions”
Monthly pension, $3,000; Yearly Adjustment is 0%

Click “Save and Close”

Click “Continue to Social Security”

Social Security: $0
Click “Continue to Lifestyle”

Lifestyle: “About the Same”
Click “View your Retirement Graph”

CASE #2

For those familiar with Excel, I have an Excel spreadsheet that can approximate retirement savings required. It is less sophisticated than the AARP calculator. There are no options for working while retirement, one-time sale of assets, or other variables. It might be useful for those of us with less sophisticated financial situations.

For practice, we can use this Excel spreadsheet to calculate the amount Mary needs to save annually for retirement. Her data is as follows:

She is 30. She wants to retire at age 67. She has currently saved $40,000 for retirement. She desires $45,000 of annual retirement income. She conservatively estimates that Social Security will provide her with a $5,000 pension per year. She expects inflation to be 4% both during and after retirement. She expects a yield on her investments of 8%. Her life expectancy is 85.

