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Meeting the Retirement Income  
Needs of the Middle Market
by Robert D. Shapiro, CLU®

Help your clients avoid the consequences of poor planning for retirement.

retirinG AnD retireD inDiViDuAls face 
a great challenge in managing their financial re-
sources to both provide for an acceptable yearly 
standard of living and avoid the disaster of out-
living their funds. This challenge is particularly 
daunting for middle market individuals because 
of their limited financial resources, the scarcity 
of financial institutions with products and dis-
tribution systems focused on the middle market 
and the dearth of competent financial advisors 
serving nonaffluents.

middle market retirement needs
Because of their limited financial resources, mid-
dle market couples and individuals need to care-
fully align their assets (pension plans, savings, 
home equity, Social Security and insurance) 
with their likely needs to protect their financial 
well-being, e.g., protect their existing assets, 
income streams, savings and legacy goals and 
psyche. Such individuals must optimize their 
limited resources to best meet the array of pro-
tection needs. This requires a clear game plan, 
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ideally initiated a few years before the expected retirement (or 
semi-retirement) date.  

The game plan should address questions including:
• Will the individual be required to work, full or part-time, 

into his retirement years?

• What income will the individual need to provide an 

acceptable lifestyle?

• What special needs exist (e.g., assisting a child, parent or 

grandchild in need)?

• How can the individual protect against outliving their 

assets?

• How can the individual’s residence be effectively used in 

stabilizing the retirement game plan?

• How can all of this be accomplished within the available 

resources?  

the dilemma
Typically, new mid-
dle market retirees 
attempt to live off 
interest, often com-
promising their life-
style. Or they invest 
for their expected life 
(say to age 85) with 
substantial risk that 
they live beyond that 
target age, or operate 
without a plan with 
the commensurate 
risks. The dilemma, 
portrayed in the ex-
treme, is whether or 
not to live restricted 
and die rich, or live 
aggressively for a 
while and live later in 
poverty. This scenario is tragic and can be prevented.  

a planning process overview
When working with limited financial resources, a careful 
alignment of those resources to the individual’s needs is re-
quired. This might be pictured simply as in Figure 1.

Key to effectively coordinating all of these elements is pri-

oritizing goals to enable the best use of available assets, opti-
mizing the sequencing of tax deferred and after-tax asset uti-
lization and periodically assessing (annually) the status of the 
retirement plan and adjusting accordingly. The one certainty 
is that things do change—consider health, life expectancy, 
marital status, fluctuation in investment returns and infla-
tion—so the retirement plan must be actively managed!

an illustrative approach
Payout annuities are a sound way for an individual to protect 
against outliving available resources. One of the most efficient 
products for walling off the longevity risk is a deferred life 
annuity. For example, if a male age 65 has $500,000 of as-
sets and $30,000 per year of lifetime pension and Social Se-
curity income, he could add another $40,000 + per year for 
life beginning at age 85 by buying a deferred life annuity with 
10 percent of his assets (i.e., $50,000 single premium today). 

Then he can plan with great certainty to utilize his remaining 
$450,000 of assets (plus home equity) over the next 20 years. 

an example
Bill and Jane Citizen are a healthy couple both age 60, with 
two kids (ages 35 and 30) and three grandchildren under 10 
years old. Their employment income is $100,000 per year, 
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and they plan to retire 
at age 65 with the fol-
lowing projected values 
shown in Figure 2.

Bill and Jane would 
like to continue $80,000 
per year of income as 
long as both of them are 
healthy and can travel. 
They also would like to 
leave a significant legacy 
amount for each of their 
children and, if possible, 
contribute something to 
529 accounts for their 
grandchildren.

For purposes of this 
simple example, let’s 
focus on how Bill and 
Jane can ensure an at-
tractive pretax life in-
come while avoiding 
the catastrophic risk of 
running out of money. 
There are four major 
sources of annual income:

1. Social Security: $30,000, on a joint and survivor basis

2. 401(k) Plan: $35,000, assuming a joint and survivor 

immediate annuity is purchased

3. Home Equity: $300,000 available

4. Other Savings: $100,000 available

Bill and Jane can provide $65,000 of annual pre-tax income 
(for as long as either Bill or Jane is alive) from their Social Se-
curity and 401(k) assets. They have another $300,000 of assets 
to provide additional current income (or legacies for their kids 
and/or grandchildren). They also need to think about health-
care (both Medicare supplemental coverage and long-term 
care). Depending on their priorities and interests, Bill and/
or Jane could find employment to provide additional financial 
security.

This example hopefully spotlights how a retirement game 
plan might be structured and managed within a couple’s goals 
and available resources.

the life insurance industry opportunity
If we look ahead 10 to 20 years, one might expect to see a 
much different life insurance industry than we see today. For 
example, it is possible to envision:

• Technology spawned companies like Google, Facebook 

and LinkedIn having substantial presence in the industry, 

particularly in the younger nonaffluent markets.

• New distribution approaches enabled by technology 

and with information and trusted access on the related 

customer platforms.  

• More personalized protection products, such as life 

annuities marketed to health-impaired seniors, to provide 

them with higher benefits in line with their lower life 

expectancies.  

All of this change is likely to improve our service to the 
middle (and even lower-income) markets and create new oper-
ating paradigms for our life companies, distributors and other 
stakeholders.  

all of this change is likely to create new 
operating paradigms for our life companies, 
distributors and other stakeholders.  

Asset AMount

Social Security (Bill and Jane combined) $30,000

401(k) Plan $500,000

Home Equity $300,000 (no mortgage)

Other Savings $100,000

Insurance (primarily current Group Insurance) $50,000 upon Bill’s death

Earnings Capacity Limited

fiGure 2


