Chapter 11

Saving and Investing

Male Reporter: Matt Hancock’s career is in full swing, but the insurance salesman is also looking down the road.

Matt Hancock: I feel like I have about 18–20 years more to earn enough money to retire.

Male Reporter: Despite a diligent plan for their golden years, Matt and Susan Hancock are actually behind in their retirement savings, a predicament shared by two-thirds of all Americans.

Matt Hancock: We do try to sock it away when we can.

Male Reporter: After Susan decided to stay home with their three kids, the keystone of this Pennsylvania couple’s retirement nest egg became Matt’s 401(k) plan.

Matt Hancock: When the market was doing great five or six years ago everybody was talking how well they are doing, how their investments are going, I think everybody. Now I think there is a lot more concern about it. What’s college going to cost? How much money do I need to have to retire?
Male Reporter: The answer to that question depends on the individual, but some financial planners say baby boomers with an average income of $50,000 a year may need to count on at least $1 million for retirement.

Mari McQueen: Housing isn’t going down in cost, medical care isn’t down, gasoline isn’t going down. Figure you are going to need a lot more money than you had planned on.

Male Reporter: But a recent study by insurance company MetLife found 39% of people in their 50s, and 24% of people in their 60’s, have never even calculated how much money they will need.

Dallas Salisbury: Really, individuals should be saving about 20% of income. On average most Americans today, even with a 401(k), are only contributing in the neighborhood of 7.5%.

Male Reporter: The savings slide has been aggravated by the decade’s long trend of companies eliminating so-called defined benefit pension plans. Only 21% of today’s retirees have pensioned income, and just 15% of baby boomers can expect a pension when they retire.

Dallas Salisbury: We are looking at three-quarters of Americans whose primary source of income in retirement is likely to be Social Security.

Male Reporter: So, in essence, aside from Social Security, most Americans don’t even have a retirement savings plan.

Mari McQueen: I don’t think that…that message is filtering down to the, you know, ordinary American.

Male Reporter: The boom in real estate values could provide a safety net of sorts for many home owners, but tens of thousands have already tapped into that equity.

Mari McQueen: To expand their homes or to furnish their homes or to buy cars or to send their kids to college.

Male Reporter: And it’s college tuition which is likely to delay Matt and Susan Hancock’s retirement. Their youngest son will be graduating, just as they reach their mid 60s.

Matt Hancock: It’s a little scary, frankly. I mean, no matter what we do, we will probably be looking to have some backup plan.
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