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On the Verge of Retiring? Nine Financial Moves to Smooth the Transition

People spend decades thinking about, and saving toward, retirement. But what happens once they actually have a year in mind for the Big R? What to do now that retirement appears imminent?

Whether you have a retirement date circled in ink or in pencil, now it’s time to start preparing in earnest with a series of financial moves to help ensure the assets you’ve worked so hard to build are well positioned for the next stage of life. These moves are designed to smooth what can be a difficult transition on several levels:

• from accumulation mode, where you’re focused on building your assets, to distribution mode, where you’re strategically spending down what you’ve accumulated.

• from a growth-oriented approach to managing assets to one that prioritizes both growing and protecting those assets.

• from the role of earner to which you have been accustomed during your working career, to the new role of retiree who must find income from sources other than work, such as Social Security, a pension (if you’re lucky enough to have one), retirement accounts, investments and the like.

“Retirement is something people expect to get to, but they don’t always think through what it is going to mean for them, exactly,” says Taylor Hollis, a Certified Financial Planner™ with Equitable Trust in Nashville, Tenn. “They spend their whole career in one mode, then it comes time to shift into a new mode, to go from 60 to zero. That can be tough for people.”

Let’s look at some of the key steps that Hollis and other financial professionals suggest people consider taking with retirement looming close, so the transition occurs as seamlessly and as stress-free as possible.

1 Put a financial plan in place. “If this person has never done any comprehensive financial planning, now is the time,” says Mark G. Smith, CFP®, who heads Vision Wealth Planning in Glen Allen, VA. “It will be critical to coordinate all elements of their financial future. Start by inventorying workplace retiree benefits, then understand Social Security options as well as healthcare options and costs. This is also a good time to update the estate plan and risk management tools. All of these items must be coordinated before making a decision about any of them. The ultimate benefit of the approach is knowing, and likely improving, the probability of a long-term successful outcome.” To find a financial professional in your area, visit the Financial Planning Association’s searchable national database of personal finance experts at www.PlannerSearch.org.
2 Spend time daydreaming about your retirement lifestyle. Besides having a financial plan for how you’ll spend down your assets, it’s also important to make a plan for how you will spend your time during retirement. How to fill the hours you’re accustomed to spending at work? “Transitioning into retirement can be difficult from an intellectual and social aspect,” Hollis observes. 
3 Spend time contemplating spending. “Make sure you have figured out your total monthly expenditures that you will have once you retire,” urges Certified Financial Planner™ Todd Youngdahl, managing partner with Washington Wealth Advisors in Falls Church, VA. “Since spending drives so much of a retirement plan, this is critical.”
4 Take your finances and your budget for a test drive. “I think it's important to ‘practice’ retirement before actually retiring,” explains Howard R. Pressman, CFP®, of EBW Financial Planning in Vienna, VA. “Folks should try living on their projected budget for a few months prior to retirement to make certain they are satisfied with the lifestyle this provides. If not, they can make changes before fully committing.”
5 Look into your liquidity. It’s important to enter retirement with a readily accessible reserve of cash, not only to cover an emergency cash need, but also for flexibility in case of a bear market. “I recommend clients have at least one full year of their total monthly expenses in cash, so that they can allow their retirement savings to remain invested if the market goes down for an extended period of time, and not sell assets while down to generate income,” explains Youngdahl.
6 Meet with a health insurance consultant. Figuring out your health insurance needs as you’re transitioning into retirement can be confusing, notes Hollis, particularly with Medicare in the picture at age 65. One meeting with an independent health insurance consultant can provide clarity on exactly what your insurance needs are (basic health insurance, along with Medicare supplemental insurance), and on the Medicare enrollment process.
7 Have a strategy for Social Security. Sometimes, the best way to maximize Social Security benefits is to wait until retirement age (66 or 67) or even to age 70 to start drawing them. Indeed, delaying drawing benefits can mean monthly benefits that are hundreds or even thousands of dollars higher. With so much at stake, “Make sure to have a Social Security plan, and don't let the Social Security office talk you into taking Social Security benefits early,” says Bloomington, MN-based Certified Financial Planner™ Satoru Asato.
8 Consolidate retirement accounts to make the distribution process more manageable. Come age 70.5 (and younger in some cases), people with assets in a 401(k) or other type of “qualified” retirement plan, such as an IRA, must start withdrawing a percentage of those assets each year in the form of “required minimum distributions,” or RMDs. To simplify the RMD process, consider consolidating multiple accounts with a single custodian, suggests Paul Tramontozzi, a Certified Financial Planner™ with KBK Wealth Management in New York City.
Reduce (or even eliminate) your debt burden. Paying large sums of money in interest on a mortgage or on credit card debt is hardly optimal, particularly for someone on a fixed income. So Tramontozzi recommends taking steps to reduce debt — from loans, mortgages, credit cards, etc. — in advance of retirement. The less debt you carry, the less interest you have to pay, and therefore the more money you can keep to put toward other retirement pursuits.
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