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PLANNING ESSENTIALS

Planning for Healthcare Costs 
in Retirement

Accumulating and protecting wealth is the means to realizing 
your retirement vision. However, as you begin preparing for, 
and ultimately transitioning into retirement, new risks can 
take center stage. The rate of inflation, for example, becomes a much 
more important factor since you will no longer be able to rely on your 
salary increasing to keep pace. Whether market returns are positive 
or negative during the first few years of your retirement, that is, the 
sequence of returns risk takes on far greater significance. And perhaps 
the most challenging new risk is longevity.

Americans are living longer than ever; and it is redefining retirement. 
Not only has there been a gradual, steady shift in responsibility for 
retirement saving—from employer-funded pensions to employee- 
funded defined contribution plans—but people today need to plan for  
a retirement that may last 30 years or longer.
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KEY TAKEAWAYS:

Between out-of-pocket 
Medicare premiums 
and deductibles and 
the costs associated 
with long-term care, 
healthcare expenses will be 
the single largest retirement 
expense for many people. 

Estimating your individual 
costs will depend on a number 
of factors—from your personal 
health and family medical history, 
to your choices about Medicare 
coverage options, and whether 
or not you wish to insure against 
long-term care expenses.

The sooner you begin 
planning for healthcare 
costs, the more options 
you’ll have available 
and the greater the 
likelihood that you and 
your advisor can devise a 
plan to protect you.



Longer, vibrant, active lives open up a world 
of retirement opportunities and possibilities. 
However, longevity also means you’ll need to save 
more—not just to avoid outliving your retirement 
savings, but to offset the greater likelihood of 
incurring significant healthcare costs at some 
point during your life.

Estimating your healthcare costs 
Along with retirement income planning, questions 
about healthcare costs tend to be a top-of-mind 
concern for many of our clients. When you’re in 
your 50s and early 60s, you’re probably wondering:

•   How much will I need to budget for out-of-
pocket healthcare costs?

•   What expenses will Medicare cover and what 
expenses aren’t covered?

•   What’s the best way to protect my assets from 
being consumed by long-term care costs?

•   How will inflation affect healthcare costs a 
decade or more down the road?

Of course, your general overall health and your 
family history of longevity will have a significant 
impact on just how much your healthcare costs 
will be. However, on average, you can expect 
Medicare to cover about two-thirds (67%) of your 
healthcare costs.1 Keep in mind that Medicare 
coverage options can be complex—requiring you 
to enroll in Parts A and B, or opt instead for Part 
C – ‘Medicare Advantage.’ Additionally, you’ll 
need to make an active choice to enroll in Part D 
prescription drug coverage and/or to purchase 
any gap coverage. Your Eagle Strategies advisor 
can help you assess all your options and make the 
right choice for your circumstances.

Even with Medicare coverage, an average healthy 
65-year-old couple retiring today can expect to 
pay about $420,000 to cover their out-of-pocket 
healthcare expenses throughout retirement.2 And 
for those who don’t anticipate retiring for another 

decade, those lifetime out-of-pocket healthcare 
costs are expected to soar to $948,000 for the 
same healthy couple—due to the rapid rate of 
healthcare cost inflation.2

Don’t overlook long-term care expenses 
Did you know that most long-term care (LTC) 
costs like nursing homes and home health aides 
aren’t typically covered by Medicare? Statistics 
show that 70% of people over age 65 will like-
ly need long-term care at some point during 
their lives.3 And with an average annual cost of 
$102,000 for nursing home care and $53,000 for 
full-time home healthcare,4 those expenses can 
quickly drain most people’s retirement savings.

Rather than having to pay out-of-pocket for LTC 
costs, you might want to consider transferring the 
risk by purchasing an insurance policy with LTC 
benefits. There are several different LTC coverage 
options you could choose from—what’s right  
for you will depend in large part on your  
personal preferences. 

Make individual adjustments 
There are several other personal factors which 
will likely impact how much you need to set aside 
to cover healthcare costs in retirement. Each will 
require you to make adjustments up or down to 
your cost estimate.

Make sure to account for inflation when estimat-
ing your annual costs. A good rule of thumb is to 
factor in a 7% increase in costs annually. You’ll 
also need to adjust your estimate higher if you 
expect to earn significant income (in excess of 
$85,000 annually) in retirement. Why would this 
translate to higher costs? This would translate to 
higher costs as higher income levels trigger pre-
mium surcharges for Medicare. On the flip side, 
you can significantly reduce your cost estimate if 
you’ll be eligible for any employer-provided retir-
ee healthcare coverage. Your advisor can assist in 
making all of these adjustments. 
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Most importantly, it’s never too late to start taking 
positive steps towards maintaining a healthier and 
more active lifestyle. Maintaining a good exercise 
and nutrition regimen, as well as keeping yourself 
socially engaged—both leading up to and during 
retirement—will help empower you to enjoy a fuller 
and more active life.

Start planning today 
Given the magnitude of the potential expense, 
healthcare cost planning should be an essential part 
of every retirement income plan. As you get closer 
to retirement, you will be able to accurately forecast 
those costs based on your own health, as well as 
any new laws, program modifications, or tax law 
changes. Nevertheless, there are many variables 
and considerations involved, so lean on your trusted 
Eagle Strategies advisor for assistance.
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1 Medpac Data Book, June 2019.
2 HealthView Services: 2019 Retirement Healthcare Cost Data Report.
3 U.S. Department of Health & Human Services. National Clearinghouse for Long-Term Care Information, December 2020.
4 Genworth 2019 Cost of Care Survey.



Eagle Strategies LLC (Eagle) is an SEC-registered investment adviser. Registration with the SEC does not imply a certain 
level of skill or training. Eagle investment adviser representatives (IARs) act solely in their capacity as insurance agents 
of New York Life, its affiliates, or other unaffiliated insurance carriers when recommending insurance products and as 
registered representatives when recommending securities through NYLIFE Securities LLC (member FINRA/SIPC), 
an affiliated registered broker-dealer and licensed insurance agency. Eagle Strategies LLC and NYLIFE Securities LLC 
are New York Life Companies. Investment products are not guaranteed and may lose value. No tax or legal advice is 
provided by Eagle, its IARs or its affiliates. 
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Trusted Guidance. Comprehensive Solutions.

ES.PE.HealthcareCosts 
SMRU 1908933 (Exp. 7/31/2023)


