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Talking to Clients About  
Overspending in Retirement
by Zachary S. Parker, CFP®

Getting real with your overspending clients means helping them make some difficult choices.

although outlIvIng RetIRement sav-

Ings has become a major concern for a growing 
number of adults, many have difficulty reconciling 
their retirement expectations and reality. Consider 
that:

•	 Pre-retirees (age 50-59) expect to live about 21 

years after retirement and plan to spend almost 

10 percent of their savings in each of those 

years (Wells Fargo 2009 Retirement Fitness 

Survey).

•	 Eight percent expect their standard of living 

to rise in retirement (Gregory Salsbury, 

Retirementology).

•	 Forty-seven percent of retirees have a written 

withdrawal plan and only 28 percent have a 

written budget for spending during retirement 

(2008 Wachovia Retirement Survey).

Financial advisors routinely deal with this dis-
parity. In a 2011 survey conducted by Principal, 
73 percent of advisors reported living beyond one’s 
means as the most common issue on which cli-
ents fail to be entirely forthcoming. According to 
the 2005 On Wall Street article “Confronting the 
Overspending Client,” financial planners report 
having to confront 10 percent to 30 percent of 
their clients regarding spending.

Clients whose spending threatens their retire-
ment have three basic choices to prevent that from 
happening: 

1. Stop overspending, 

2. Compromise on retirement goals

3. Work longer

Because clients accustomed to years of over-
spending may not be able to entirely curb those 

habits, a combination of these approaches may 
prove necessary. 

stop overspending

The March 2011 Journal of Financial Planning 
article, “Motivating and Helping the Overspend-
ing Client: A Stages-of-Change Model,” by James 
Grubman, Ph.D.; Kathleen Bollerud, Ed.D.; and 
Cheryl R. Holland, CFP, applied a behavioral 
model previously developed to describe the be-
havior of drug or alcohol addicts to the issue of 
overspending clients. The article suggested that 
by understanding each stage (denial, ambivalence 
and action) and adapting their communication ap-
proach, advisors may be able to more successfully 
help spending addicts change their destructive be-
havior. 

Advisors working with clients in the denial stage 
should focus on building rapport and helping the 
client compare their spending behavior against the 
retirement goals and dreams they identified during 
the discovery process. Maintaining a neutral and 
helpful approach provides the groundwork for the 
advisor to begin educating the client. 

In the ambivalence stage, logical illustrations 
of the consequences of overspending—charts, 
graphs and spreadsheets—may have more impact. 
A summary showing all distributions, with the un-
planned distributions in red, may help them visu-
alize how far they have deviated from their plan. 
A calculator showing how withdrawing an extra 
$1,000 per month today impacts their plan in 25 
or 30 years can help them understand the long-
term consequences of their actions.
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Clients in the ambivalent stage may respond more to 
shock therapy statements than they did in the denial stage. 
Some examples of statements advisors use to shock clients 
into change include:

•	 “Please indicate the date on this calendar when you 

want to receive your last distribution check.”

•	 “What are you going to do when you run out of 

money?”

•	 “What will it feel like to ask a friend or family member 

for money so you can eat?”

•	 “Do you think it will be easier to get a job at age 75 or 

to cut back a little now?”

•	 “Which of your children are you planning to live with 

when your money runs out? Have you spoken to them to 

see if that’s going to be okay? How do you think that will 

impact their family?”

As clients decrease denial and resistance and increase talking 
about the negative consequences of their spending, the advisor 
can begin moving them into the preparation stage. Getting 
input from the client on how they can change their behavior 
will increase their buy-in and the likelihood they will follow 
through during the action stage. In preparing an action plan, 
clients and advisors may consider emotional-based tools such 
as therapy or more intellectual or logical tools like budgeting. 
Advisors should help the client think through additional ac-
tions if life events, such as a marriage, divorce or death, derail 
their progress. Advisors should also be prepared for relapses 
and help the client examine what caused the relapse and how 
to get back on track.

adjust retirement goals and expectations

In 2011, Sun Life’s Unretirement Index found 80 percent of 
people who planned to work at the age of 67 would do so 
to earn enough money to live well. The client’s definition of 
“live well” may require adjustment before or during retire-
ment based on the realities of their accumulated assets and 
their ability to work. Advisors may need to help clients re-
examine their retirement goals and set priorities. Compromis-
ing on retirement plans—for example, making trips shorter or 
reducing a planned legacy—could reduce the client’s feeling of 
giving up retirement dreams.

Like any skill, living within a spending plan takes practice 
for those who have never done it before. Some financial ad-
visors help pre-retirees create a budget and ask them to live 
within it for several months. By testing the spending plan for 
several months before retirement, the client and the advisor 
get an idea of how realistic the spending plan will be for the 
client during retirement. 

“What will it feel like to ask a 
friend or family member for 
money so you can eat?”
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work longer

Clients often reach the decision to delay retirement when 
they understand the spending level their retirement sav-
ings can support. The pre-retirement budget exercise may 
result in clients deciding to work longer and making more 
conscious decisions about their spending. But working 
longer is not a guaranteed safety net if clients’ retirement 
funds become uncomfortably low, particularly given to-
day’s employment market. 

According to the Social Security Administration, three 
in 10 workers will experience a disability that prevents 
them from working before they are ready to retire. To mit-
igate the risk that disability will reduce or eliminate a cli-
ent’s ability to work as long as they hope, advisors should 
help the client review disability insurance. The number 
of years clients have until their target retirement date and 
their current accumulated retirement assets could affect 
the amount of disability coverage needed. Although many 
employers offer disability coverage based on a percentage 
of the employee’s salary, clients may need more coverage 
to offset the following:

•	 Loss of income for immediate living expenses.

•	 Loss of money that would have been invested for 

retirement.

•	 Depletion of current retirement savings to cover 

expenses related to the disability.

lay the groundwork now for  
successful retirement later

At some point in their career, most advisors will face the di-
lemma of approaching a client whose overspending threatens 
his or her retirement distribution plan. Advisors can help cli-
ents understand that having enough income to fully fund their 
retirement can require some tough choices.

Because overspending can severely threaten a client’s retire-
ment distribution plan, advisors should start early in the rela-

tionship to document their recommendations and the client’s 
actions. Helping clients change their emotional relationship 
with money and modify their spending behaviors can be grati-
fying for advisors, particularly when those clients can then en-
joy a less stressful retirement. When advisors have the appro-
priate knowledge, skills and resources, those conversations can 
be more productive and can lead to deeper client relationships 
and higher client satisfaction levels.

Working longer is not a guaranteed safety net if clients’ 
retirement funds become uncomfortably low, particularly 
given today’s employment market.


