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Our research shows that household spending in retirement decreases
annually instead of staying flat. We also find that retirees are spending

less on nondiscretionary expenses.
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Retirees adjust their
nondiscretionary’
spending to match their

guaranteed income*
In retirement.

to dip into their savings.
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ANNUAL DECLINE
IN SPENDING

Our research shows that those with more assets can more easily modify their
spending habits to restrict their essential spending to their guaranteed income.

People with less wealth struggle to cut their essential spending and may need

High-Net-Worth Retirees Can More Easily Align
Nondiscretionary Spending to Guaranteed Income
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The Ratio of Nondiscretionary
Spending to Guaranteed Income

= Actual Ratio for Top 20% of Net Worth

Actual Ratio for Bottom 20% of Net Worth
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What does this mean for financial professionals

and plan sponsors?

Financial professionals should:

= Consider their clients’ personal preferences and financial flexibility

when formulating their financial plans.

= Regularly revisit their clients’ retirement income plans, particularly for

higher-net-worth clients.

@ Employers and plan sponsors should:

= Consider offering a variety of solutions.

= If possible, consider professional guidance to help their workers make
informed choices about retirement income needs.

1 e.g., Housing costs, utilities, groceries 2 e.g., Estimated Social Security benefits or a pension
Source: Health and Retirement Study (HRS) and Consumption and Activities Mail Survey
(CAMS), public use dataset. Produced and distributed by the University of Michigan with
funding from the National Institute on Aging (grant number NIA UO1AG009740). Ann Arbor, MI.

Important Information

This material is provided for general and educational purposes only and is not intended to
provide legal, tax, or investment advice. This material does not provide recommendations
concerning investments, investment strategies, or account types; it is not individualized to the
needs of any specific investor and not intended to suggest any particular investment action is
appropriate for you, nor is it intended to serve as the primary basis for investment
decision-making.

The views contained herein are those of the authors as of March 2021 and are subject to
change without notice; these views may differ from those of other T. Rowe Price associates.

202103-1520033
CCONO0073692

This information is not intended to reflect a current or past recommendation, investment advice
of any kind, or a solicitation of an offer to buy or sell any securitiesor investment services. The
opinions and commentary provided do not take into account the investment objectives or
financial situation of any particular investoror class of investor. Investors will need to consider
their own circumstances before making an investment decision.

Information contained herein is based upon sources we consider to be reliable; we do not,
however, guarantee its accuracy.

All investments involve risk. All charts and tables are shown for illustrative purposes only.
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