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Update
Millennials: Is it time for a plan?
Millennials fall behind prior generations when it comes to a range of financial measures, including 
retirement readiness. However, there are steps millennials can take to improve their retirement 
planning efforts.

With decades of working years ahead 
of them, millennials still have plenty of 
time to lay the financial groundwork for 
a comfortable retirement. Nonetheless, 
the findings of a recent study1 may serve 
as something of a wake-up call.

Falling behind
Using government data, researchers 
from the Center for Retirement 
Research at Boston College looked at 
the segment of millennials who were 
age 25 to 35 in 2016 (born 1981–1991) 
and compared their situations to Gen 
Xers (born 1969–1979) and late baby 
boomers (born 1954-1964) when they 
were the same age. The researchers 
found the millennials lagging on  
several measures:

• Median earnings

•  Employer-sponsored retirement  
plan participation 

• Home ownership

•  Access to employer-provided health 
insurance coverage

And while the millennial group had 
surpassed earlier generations in terms 
of educational attainment—with larger 
percentages of both men and women 
having a college degree—many (46%) of 
them were carrying student loan debt. 
The median balances outstanding on 
those student loans amounted to more 
than one-third (34%) of the millennials’ 
median earnings. 
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By contrast, the Gen Xers had a student 
loan debt-to-income ratio of 25% and 
the late baby boomers just 14%.

A look at overall net wealth compared 
to income (median) also revealed a 
shortfall for the millennials, with that 
ratio standing at 40%. It was 53% for 
the Gen Xers and 47% for the late baby 
boomers at the same age.

The study’s 
conclusion: 

Due to labor market 
challenges and the burden 
of high student debt, the 
millennial group fell behind 
their earlier-generation 
counterparts in preparing 
for retirement. But that 
doesn’t mean that 20- and 
30-somethings should give  
up on retirement planning.

Moving forward
The strategies that follow may help 
millennials in their planning efforts.

•  Stick to a budget — Mobile apps  
and other tools make it easy to track 
daily spending and take control of 
cash flow.

•  Live an affordable lifestyle — It can 
be tempting to buy an expensive 
vehicle or home as soon as earnings 
increase, but big-ticket purchases  
like these should be carefully 
considered. Taking on large amounts 
of debt prematurely can cause 
unnecessary financial stress.

•  Put saving on autopilot — Instead  
of waiting to see how much money 
is left at the end of the month 
for saving—and risk coming up 
short—it can be simpler and more 
effective to have a set amount of pay 
automatically transferred to a savings 
account and/or retirement savings 
plan, such as a 401(k).

•  Say “yes” to the match — 401(k)  
and similar workplace retirement 
plans that provide employer-
matching contributions offer  

eligible employees an opportunity  
to build additional savings simply  
by contributing enough to the plan  
to qualify for the maximum match.

•  Don’t shy away from investing 
— Understanding the risks and 
potential rewards of different types 
of investments—as well as one’s 
individual goals, risk tolerance, 
and time horizon—is critical 
to developing an appropriate 
investing strategy. Working with a 
knowledgeable financial advisor can 
make the process less intimidating.

1 Alicia H. Munnell and Wenliang Hou, “Will 
Millennials Be Ready for Retirement?,” Center  
for Retirement Research at Boston College,  
January 2018.
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Saving for two
Here are some tips for saving for retirement when only one spouse has a workplace retirement plan.

An employer’s 401(k) plan (or similar 
retirement plan) can be a good way for 
people to save for retirement. But what if 
your or your spouse’s employer doesn’t 
offer a retirement plan?

According to a study by the Center for 
Retirement Research at Boston College,1 
only about half of private sector workers 
have a workplace retirement plan. Since 
most people don’t save for retirement 
outside of their workplace plans, often 
only one person in a dual-earner couple 
is saving. And while you probably 
want to save enough to maintain your 
preretirement standard of living, 401(k) 
plans are designed for individuals, 
which makes it difficult to save for two.

Plan design
The Boston College researchers note 
that 401(k) plan design is a main 
deciding factor in how much individuals 
contribute to their plans. About 
half of plans offer auto-enrollment, 
where employees, upon eligibility, 
are automatically enrolled in their 
workplace retirement plan at a default 
contribution rate, which usually 
determines the rate at which employees 
save in their plans. Another feature 
in 401(k) plan design that influences 
contribution rates is the employer 
match. Employees may contribute at 
the rate necessary to receive the full 
employer match and often will increase 
their contribution amount to that rate, 
but they won’t go beyond it.

These plan design features are targeted 
to help individuals save and do not take 
a spouse into consideration. Therefore, 
if you have a non-saving spouse, you 
may need to reevaluate and increase 
your contribution amount.

Closing the gap
The study suggests that incorporating 
certain features in a 401(k) plan’s 
design could help employees save 
more. For example, marital status 
might be considered when setting 
default contribution rates. Another 
plan feature that may help is auto-
escalation, or incrementally increasing 
plan contribution rates automatically 
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over time. As with auto-enrollment, 
employees have the opportunity to 
opt out instead of opting in, making it 
more likely that they’ll just let it ride. 
Educating employees about the need to 
save more to cover a non-saving spouse 
is also important.

However, saving enough for 
retirement is ultimately an individual 
responsibility. What can you do to 
help ensure you’ll be able to retire 
comfortably? Here are a few tips:

•  Set a savings goal. Your financial 
advisor can help you determine 
a target amount based on your 
projected retirement income needs.

•  Consider increasing your plan 
contribution. Look beyond your 
employer match to determine your 
contribution rate. Take advantage of 
features like auto-escalation while 
also evaluating how much you can 
increase your contributions on your 
own. Remember that although you 
may have only one retirement plan, 
your combined incomes may make 
increasing your contribution rate not 
only desirable but also affordable.

•  Consider using a traditional or a  
Roth individual retirement account 
(IRA) to supplement savings in an 
employer plan. A married individual 
may contribute to a spousal IRA  
even with little or no direct earnings. 
Keep in mind that specific tax rules 
apply to different IRAs, so you may 
want to consult a tax professional 
before investing.

•  If there’s a significant age gap 
between you and your spouse, plan 
for retirement with the younger 
spouse’s life expectancy in mind. 
You may have to adjust your asset 
allocations if you follow age-based 
guidelines, and you may need to 

scale back on withdrawals later on 
since you will likely have a longer 
combined retirement. On the other 
hand, if you and your spouse are close 
in age and are nearing retirement, 
you may want to consider staggering 
your retirement dates in order to keep 
saving in your plan a little longer.

Before taking any action, please 
consult with your tax and financial 
professionals.

1 Sanzenbacher, Geoffrey T. and Hou, Wenliang, 
“Do Individuals Know When They Should Be  
Saving for a Spouse?,” Trustees of Boston College, 
Center for Retirement Research, March 2019, 
Number 19-5.

Because of the possibility of human or mechanical 
error by DST Systems, Inc. or its sources, neither 
DST Systems, Inc. nor its sources guarantees the 
accuracy, adequacy, completeness or availability 
of any information and is not responsible for any 
errors or omissions or for the results obtained from 
the use of such information. In no event shall DST 
Systems, Inc. be liable for any indirect, special 
or consequential damages in connection with 
subscriber’s or others’ use of the content. 

© 2019 DST Systems, Inc. Reproduction in whole 
or in part prohibited, except by permission. All 
rights reserved. Not responsible for any errors  
or omissions.

Continued from page 2

60 South Sixth Street | Minneapolis, MN  55402

The articles and opinions expressed in this advertisement, prepared by Newkirk Products, Inc., are those of the author and are not necessarily the same as those 
of RBC Wealth Management. RBC Wealth Management did not assist in the preparation of the material and makes no guarantee as to its accuracy or reliability 
or the sources used in its preparation. Please note that RBC Wealth Management does not act as administrator or record keeper for 401(k) plans or any other 
defined contribution plan. The material contained herein is for informational purposes only and does not constitute tax or legal advice. Plan sponsors and 
investors should consult with their own tax advisors or attorneys with regard to their personal tax and legal situations.

RBC Wealth Management, a division of RBC Capital Markets, LLC, Member NYSE/FINRA/SIPC. © 2019 All rights reserved. 20182 (12/19)


	FA Name: FA Name
	Title: Title
	Website: Website
	Address: Address
	Phone 1: Phone 1
	City, State, ZIP: City, State, Zip
	Phone 2: Phone 2
	Email: email


