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BIG NUMBER | 14.6%
The poverty rate for widowed women in the U.S.

Widows Are at Higher Risk of Falling Into Poverty

Of all the financial challenges facing retirees, being a widow can be one of the most difficult to bear.
As the U.S. comes to the end of National Women’s History Month, Horizon Investments is exploring
the potential financial risks widows face. As of 2017 (the most recent available data), 14.6% of
widows aged 60 and above were living in poverty1. That’s an improvement over years past, yet it
shows there’s a need for individualized financial planning. And a goals-based approach - because it
focuses on personalized results - can be well-suited to the task of protecting  a widow from financial
strain.

As millions of two-income, Baby Boomer households begin retirement in the decade to come, their
financial wealth heading into this new stage of life doesn’t necessarily insulate them from the
possibility of a large reduction in income after the death of a spouse. The monthly Social Security
benefit cut for widows ranges from 33% to 50%, compared to the couple’s combined benefit1. The
situation can be made worse if the deceased spouse’s pension plan benefit is reduced or eliminated,
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making it all the more important to have a nest egg or another financial safety net to bolster
household wealth. In that situation, goals-based planning can help greatly by identifying key risks to
achieving the goal of a secure retirement and offering specific solutions.

Can you live on $22,000 a year?
For some women, their annual retirement income may be shockingly small. Among widows aged 65
and older, about 51% live on less than $22,000 a year, according to WiserWomen.org2.

A widow’s financial wellbeing is also made more vulnerable by life longevity and health issue risks.
Women are estimated to live three to five years longer than men, and women are at higher risk of
developing Alzheimer’s4, which may cause higher health care costs later in life.

It’s estimated that 51% of women enter a nursing home after age 70 versus 38% of men3. In dollars
and cents, the longest-lived women have out-of-pocket nursing home expenses of $75,310, 44%
larger than the $52,365 for men4.

Some good news
The hopeful news is that as increased numbers of women spend more time in the workforce, they
may increase their lifetime savings and Social Security benefits. A study by the Center for Retirement
Research at Boston College found that the average number of years widows were in the workforce
climbed to 25 years in 2014, up from 15 years in 1994. The group predicted it would rise to 32 years
by 20295. However, some 30% of women are not saving for retirement, according to a survey last
summer by the Transamerica Center for Retirement Studies6. That’s a far larger proportion than
men who aren’t saving at 19%.

Difficult conversations that are worth having
Even with improving financial awareness and more savings, Social Security system researchers are
advocating for changes to the program to reduce the risk of poverty for widows1. Financial advisors
should be prepared to bring up a topic that, admittedly, is difficult to talk about. Making it more of a
challenge is that women have historically admitted to being more reluctant than men to discuss
retirement. Of those surveyed by Transamerica, 22% of women, versus 18% of men, responded that
they never discuss retirement with family and close friends.

Retirement issues are becoming more complex and more personal as the responsibility of saving
and investing is shifting to workers from employers. We believe the importance of robust,
individualized, goals-based planning will only increase in the years ahead as more women build their
nest eggs at various companies and have to consider how to navigate the challenges of living longer.
And that’s especially true of Baby Boomers, many of whom may carry with them a mix of pensions,
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401-Ks, IRAs and investments. Researchers estimate that 2020 marked the halfway point in the wave
of Boomer retirements. It will take until 2030 for everyone in that generation to be at least 65 years
old7.

This commentary is written by Horizon Investments’ asset management team. For additional commentary and
media interviews, contact Chief Investment Officer Scott Ladner at 704-919-3602 or
sladner@horizoninvestments.com.
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