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Retirement Planning

Critical Aspects of in the Context of Longevity. Inflation, and Lifestyle Expenses

As we move further into the 21st century, retirement planning has become more
crucial than ever. Factors such as increasing life expectancy, higher inflation in
medical and education expenses, and rising lifestyle costs significantly impact
how we need to approach retirement. For individuals planning for their
post-retirement years, these factors must be carefully considered to ensure
financial stability and peace of mind in later life.

1. Longevity and Increasing Life Expectancy

Medical advancements and better healthcare have substantially increased life
expectancy across the world, and India is no exception. Today, people are living
longer, often experiencing retirement for 30-35 years after they leave the
workforce. This extended retirement phase requires more careful planning to
ensure that individuals do not outlive their savings.

In India, the average life expectancy for men is around 68 years, while for
women, it is around 72 years. However, with advancements in healthcare, many
people are living well beyond these averages. The need for long-term planning is
critical, as it is no longer uncommon for people to retire at 60 and live until 90 or
more.

2. The Gender Gap in Longevity

A significant aspect of retirement planning is the difference in life expectancy
between men and women. On average, women tend to live longer than men. This
discrepancy can pose challenges for women, as they may need to plan for a
longer retirement period, often without the same financial resources, due to
career breaks, pay gaps, or other gender-related financial factors.
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This longer life expectancy for women means that they are likely to need more
funds in retirement, reinforcing the importance of proactive and robust
financial planning from an early age.

3. Inflation in Medical and Education Costs

Inflation is a major challenge that impacts retirement planning, especially in
the context of medical expenses and education costs. Over the years, the cost
of healthcare in India has risen significantly, with medical inflation typically
running at around 12-15% annually. For those planning for retirement,
healthcare will likely become one of the largest expenses in the later years of
life. Chronic illnesses, hospitalization, and long-term care can place significant
financial strain on retirees.

Education, too, is experiencing high inflation. Higher education costs in India
have been rising by 10-12% annually, making it essential to factor in potential
educational expenses for children or grandchildren. These factors further
emphasize the need for building a retirement corpus that not only keeps pace
with inflation but also provides sufficient funds for unexpected medical or
educational emergencies.

4. Rising Lifestyle Expenses

As individuals enter retirement, maintaining a certain lifestyle is often a top
priority. With increasing aspirations for travel, leisure, and a comfortable living
standard, lifestyle costs are on the rise. These costs will likely outpace
inflation in many cases, and without proper planning, they could lead to a
depletion of savings.

Given these increasing lifestyle expectations, retirees need to plan for not just
basic living expenses but also leisure activities and other non-essential but
desired expenses.

5. The Role of Equity Investments

With inflation steadily eroding the purchasing power of traditional savings,
equity investments are becoming essential for retirement planning. Over the
last 45 years, the Sensex, India's benchmark stock index, has demonstrated an
average annual return of 15-17%, which has consistently outpaced inflation,
which has typically ranged between 6-8% during the same period.
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Equities are the only asset class that has historically provided returns higher
than inflation over the long term. They offer the potential for wealth creation
that is necessary to fund a prolonged retirement period, especially
considering the challenges posed by inflation in healthcare, education, and
lifestyle costs.

By allocating a portion of savings into equity, individuals can not only beat
inflation but also build a sufficient corpus to sustain their lifestyle for 30-35
years post-retirement.

6. The Importance of Early and Consistent Investment

To maximize the benefits of equity and ensure a comfortable retirement, it is
critical to start investing early. A good rule of thumb is to allocate at least 20%
of one's income towards long-term wealth creation for retirement. The power
of compounding in equity investments means that the earlier you start, the
larger your retirement corpus will grow.

Starting early also helps mitigate market volatility, as a longer investment
horizon allows individuals to ride out short-term fluctuations in the stock
market and capitalize on long-term growth. By consistently investing in equity
over the years, individuals can build the necessary financial cushion for a
secure retirement, mitigating the risks associated with inflation and increased
living costs.

Planning for a Secure and Comfortable Retirement

Given the increasing longevity of life, the gender gap in life expectancy, rising
healthcare and education costs, and growing lifestyle expenses, retirement
planning has never been more critical. The most effective strategy for
ensuring a financially secure retirement is early and consistent investment in
equity assets, which have proven to deliver returns that outpace inflation.

In India, with women living longer and healthcare costs continuously rising,
planning for retirement well in advance is paramount. Allocating 20% of your
income towards long-term wealth creation and investing it wisely in equities
can provide the necessary growth to support a long and fulfilling retirement.

By starting early and sticking to a disciplined investment strategy, you can
build the financial resources needed to enjoy your retirement without financial
stress.

Best Regards,

Ms. Roopa Venkatkrishnan
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Upgradation of membership in March 2025

|| Upgraded |
| MembersName | dcGty [ Fom | 7o |

Pragnesh C Shah | Vadodara | Life  |Founder|
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We are proud to announce
new members of FIFA

Jagdish Amrutlal Hansalpara

Jagdish Hansalpara
General | Ind | Rajkot | 03305

Sarika Chawla

Prasar Finserv
General | Ind | New Delhi | 03306

CA Hardik Ishvarlal Mavani

Subba Rao PJ

P J Subba Rao
General | Ind | Bangalore | 03308

Vinod Sahu

Bhavya Investment
General | Ind | Bangalore | 03309
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new members of FIFA

Namrata Mangesh Sambe

MFD
General | Ind | Nagpur | 03310

Syam Prasad Duvvu

Alpha Wealth Finserv

Associate | Indv | Vijayawada | A192APra
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WE ARE OPEN TO CONTRIBUTIONS
FROM OUR VALUED MEMBERS!

|

The editor is open for interesting contributions from
our members. It can range from IAP programme
snapshots or pictures/snippets of fun events
conducted for investors, to fun anecdotes as well as
any valuable inputs you would like to share! Please

write to nisreen@moneyworks.co.in to get featured
in our next edition.

Our New Website www.fifaindia.org is Live Now
Kindly click on Members Login and pay your

- renewal fees for the FY 2024-25
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