
Recent research focused on examining how 
individuals plan for and manage living expenses 
before and during retirement found that more than 
half of pre-retirees underestimate or don’t even 
consider the effect that taxes may have on their 
income flow in retirement.

Specifically, when pre-retirees were asked 
what they thought their top expenses would 
be in retirement most said “home/mortgage,” 
“healthcare” and “travel/leisure” in that order. 
Yet when the same question was asked of retired 
respondents, the top three responses were “home/
mortgage,” “taxes” and “travel/leisure.” More than a 
third (36%) reported that taxes had taken a bigger 
bite out of their budgets than anticipated and 
23% were completely blindsided by the impact of 
taxes. On average, when reviewing all household 
expenses paid on an annual basis, retirees reported 
spending the most on federal income tax.1

Not Uninformed, Just Unprepared
The lack of tax planning did not appear to be 
rooted in ignorance. In fact, a solid majority (62%) 
of those surveyed said they were aware of recent 
tax law changes, although tax law awareness levels 
shifted on a gender basis, with 66% of males 
indicating knowledge of recent tax law changes 
versus 53% of females.

When asked what actions they have taken to 
minimize taxes, 35% said they had itemized 
deductions while 22% indicated they rely on 
some types of tax-deferred investments. Further, 
more than half (57%) said that they had regular 
discussions with their advisors about tax laws 
and the implications those laws could have on 
retirement income, while a significant minority 
(43%) said their advisors did not discuss taxes with 
them.

Financial Concerns Change with Age
The study, “2013—Expense Challenges of Age 
62-75 Retirees,” categorized respondents by age 
segments—62 to 65, 66 to 70, and 71 to 75—as a 
way to obtain a greater insight into the thoughts 
of the various groups. The data clearly illustrated 
that those aged 62 to 65 had more anxiety than 
other age segments about major retirement issues/
concerns, such as outliving assets, health of self 
and/or spouse, generating enough income to 
maintain their desired lifestyle in retirement and 
leaving a legacy.

There are many strategies to help minimize your 
tax exposure in retirement. Talk to your financial 
advisor today about putting a tax plan in place for 
your future.
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1Source: Lincoln Financial Group news release, “Lincoln Financial Survey Finds Retirees Underestimate the Impact of Taxes on Retirement,” June 
5, 2014. 
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