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THE PRECARIOUS STATE OF SENIOR FINANCIAL HEALTH  
AND DEVASTATING IMPACT OF SHOCKS 

BY:  VERED FRANK, COO & CO-FOUNDER, GOLDEN 

 
 
 
Planning for  retirement is  top of  mind for  the 
f inancial  services industry but very l i tt le  
attention has been paid to the unique f inancial  
challenges that seniors face at  the later  stages of  
their  l ives.   When it  comes to analyzing the 
f inancial  health of  Americans it  is  important to 
separate seniors -  those who are 65 years of  age 
or  older -  from the rest  of  the population as the 
resources,  tools  and products needed to help 
them are very dif ferent.  
 
There are over 46 million Americans age 65 and older 
representing 14% of the total U.S. population.1  Between 2016 
and 2035 that number is expected to increase by 57%, nearly 
triple the rate of growth of the 35- to 44-year old population 
and more than 10 times the rate of the 25- to 34- year-old 
cohort during the same 20-year period.2 With ten thousand 
Americans turning 65 years old every day the portion of the U.S. 
population living on fixed income with increasing medical 
expenses and decreasing income potential is rapidly growing.  

On the surface, seniors appear well positioned with high asset 
levels and low poverty rate but with people living longer and 
medical expenses rising, financial insecurity is increasing at an 
alarming rate among seniors.  For many seniors one shock can 
tip the delicate balance from barely making ends meet into 
economic hardship and poverty. 

																																																								
1 The number of people who were 65 and older in the United States on July 
1, 2013 (14% total population). 
U.S. Census Bureau, Population Estimates.  
https://www.census.gov/newsroom/facts-for-features/2015/cb15-ff09.html 
 
2 Franklin, M.B.  “Longevity Can Be An Asset in Retirement”.  Investment 
News, 28 March 2016. 
http://www.investmentnews.com/article/20160328/FREE/160329937/longe
vity-can-be-an-asset-in-retirement 
 

 
KEY TAKEAWAYS:  
 
• Seniors are quickly 

becoming one of the 
country’s largest 
demographics and their 
financial health and stability 
is critical to the overall 
economy.   

 
• One-third of senior 

households have no money 
leftover each month or are 
in debt after meeting 
essential expenses. 

 
• An estimated 75% of senior 

households lack sufficient 
resources to weather a 
shock. 

 
• According to the Pew 

Research Center about one-
third (32%) of all adults with 
a parent age 65 or older say 
that they have given a 
parent financial support in 
the past 12 months. 

 
• The help seniors get later in 

life to make important 
money decisions is limited 
and far less accessible 
despite the decisions 
themselves being more 
complicated and emotional. 
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SENIOR FINANCIAL HEALTH:  THE GOOD, THE BAD, AND THE UGLY 
 
THE GOOD:  In the past, seniors were usually poorer than other age groups but today Social Security 
and remaining private pensions provide them a safety net from traditional poverty levels.  Seniors have 
an approximate net worth of $24 Trillion, representing nearly 30% of total U.S. household net worth.3  
Monthly Social Security payments, income from savings and investments, and part-time employment 
are among the most common ways seniors are financing their retirement years. These, and other 
retirement income streams, produced an average income of $31,742 for seniors in 2012, though half had 
income less than $19,604.4  
 
Social Security is still the foundation of retirement income and has consistently provided more than a 
third of income for retirees over the past two decades.5 In 2012, almost half of seniors relied on Social 
Security for 50% or more of their family income and for single seniors it makes up 74% of their total 
income,6 a troubling statistic given that the future prospects of Social Security are threatened yearly and 
there is a high chance that benefits will not increase with inflation or, even worse, be cut. 
 
Seniors also have the highest homeownership rate among all age groups.  A remarkable 80% of seniors 
own their home.7  As a result, more seniors now fall into the middle class than ever before.8 Although 
home ownership is helpful with reducing monthly expenses the majority of senior assets (approximately 
80%9) are tied up in their home as well which can be problematic when their income sources are not 
enough to cover monthly living expenses or when they encounter some type of financial shock.  
 
THE BAD:  Increasing costs, primarily health care costs, are starting to weigh heavily on seniors.  A 2012 
report by Fidelity estimated that a 65-year-old couple retiring in that year required $240,000 to cover 
medical expense through retirement - a 50% increase from its estimate of $160,000 in 2002.10  The 

																																																								
3 US Federal Reserve Average Net Worth, 16 March 2016; U.S. Census Bureau, Current Population Survey, 2011; Shah, N. 
“Americans’ Net Worth Reaches High of $84.9 Trillion.” Wall Street Journal, 11 June 2015. 
http://www.wsj.com/articles/americans-net-worth-hits-high-of-84-9-trillion-1434038401 
 
4We, K B.  “Sources of Income for Older Americans - 2012”.  AARP Public Policy Institute. 
 http://www.aarp.org/money/low-income-assistance/info-12-2013/sources-of-income-for-older-americans-2012-AARP-ppi-
econ-sec.html 
 
5 Waid, M.  “Social Security is a Critical Income Source for Older Americans: State-Level Estimates, 2010-2012”.  AARP Public 
Policy Institute. http://www.aarp.org/work/social-security/info-01-2014/social-security-critical-income-source-for-older-
americans-AARP-ppi-econ-sec.html 
 
6 Waid, M.   
 
7 Percentage of householders 65 and older who owned their homes as of fourth quarter 2014. 
Source: U.S. Census Bureau, Current Population Survey/Housing Vacancy Survey, Table 7 
http://www.census.gov/housing/hvs/data/q414ind.html  
 
9 U.S. Census Bureau, Current Population Survey, Annual Social and Economic Supplement, 2012. 
https://www.census.gov/hhes/www/poverty/publications/pubs-cps.html	
10 Williamson, N.  “Increasing Number of US Seniors Living in Poverty.” World Socialist Web Site. 26 March 2013. 
https://www.wsws.org/en/articles/2013/03/26/seni-m26.html 
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increases in costs of living have translated to more seniors using debt to pay for basic living expenses.  In 
2013 over 60% of households headed by an adult over 60 years old had some form of debt with a 
median amount of $40,900.11 The alarming fact is that not only are more households carrying debt, but 
that the debt has been dramatically increasing.  Between 2001 and 2011 the average debt held by 
seniors increased 83% and over 32% of senior households now hold some sort of debt.12  
 
A big driver of the increasing debt levels is unfortunately mortgage debt.  According to the Survey of 
Consumer Finances, 33.8% of senior households owed money on a mortgage, home equity line of credit, 
or both.13  Growing debt among seniors is a significant reflection of deteriorating financial health.  
Seniors have greater difficulty repaying debt than their younger counterparts due to their increased 
incidences of health problems and inability to return to the work force. 
 
THE UGLY:   With the average worth and asset levels of senior households far outpacing younger 
demographics there seems to be little to worry for senior households falling into poverty.   However, 
while lower than younger age groups, the proportion of older people living below the Census Bureau’s 
official measure of poverty has been growing steadily.   
 
Poverty rates for people ages 65 to 74 climbed from 7.9% in 2005 to 9.4% in 200914.  But comparing 
elderly and non-elderly adults using the official definition of poverty paints a picture of elderly economic 
security that is somewhat misleading.  The alternative poverty measure known as the Supplemental 
Poverty Measure (SPM) deducts out-of-pocket medical expenses from income when estimating the 
share of people living in poverty and has been deemed a more accurate indicator of poverty levels for 
seniors.  The poverty rate for seniors using SPM was 15% in 2013 compared to the Federal Poverty Line 
of 10%.15   Furthermore, nearly half (45%) of seniors had incomes below twice the poverty thresholds, 
which is a standard measure of “economic vulnerability”- an additional 19.9 million seniors. 16    
Meanwhile, one-third of senior households have no money left over each month or are in debt after 
meeting essential expenses and are left to make debilitating tradeoffs.17 
 

																																																								
 
11 National Council on Aging (NCOA), Fact Sheet. Updated December 2015.  https://www.ncoa.org/news/resources-for-
reporters/get-the-facts/senior-center-facts/ 
 
12 National Council on Aging (NCOA), Older Adults and Debt: Trends, Trade-Offs, and Tools to Help. 2015. 
https://www.ncoa.org/economic-security/money-management/debt/senior-debt-facts/ 
 
13National Council on Aging (NCOA), Economic Security for Seniors Facts. Updated December 2015.  
https://www.ncoa.org/news/resources-for-reporters/get-the-facts/senior-center-facts/ 
 
14 Banerjee, S.  “Time Trends in Poverty for Older Americans Between 2001-2009.” Employee Benefit Research Institute. April 
2012. Vol. 33, No. 4. https://www.ebri.org/pdf/notespdf/ebri_notes_04_apr-12.eldpovty.pdf 
15 Census Bureau official poverty rates http://www.epi.org/publication/economic-security-elderly-americans-risk/ 
 
16 Gould, E., & Copper, D. “Financial Security of Elderly Americans at Risk.” Economic Policy Institute. 6 June 2013. Briefing 
Paper #362. http://www.epi.org/publication/economic-security-elderly-americans-risk/ 
 
17 National Council on Aging (NCOA), Economic Security for Seniors Facts. Updated December 2015.  
https://www.ncoa.org/news/resources-for-reporters/get-the-facts/senior-center-facts/ 
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For many struggling senior households, adult children are stepping in to financially support their aging 
parents now shifting the burden to two households.  According to the Pew Research Center about one-
third (32%) of all adults with a parent age 65 or older say that they have given a parent financial support 
in the past 12 months.18  This trend is even more pronounced for lower income households where 44% 
with an annual income of less than $50,000 say they provided support.19 
 

THE DEVASTATING IMPACT OF A SHOCK 
 
Being economically insecure means making tough choices every day between competing essential 
needs.  For these seniors who are economically vulnerable a single economic shock could push them 
precariously close to or into outright material deprivation.   An estimated 75% of senior households lack 
sufficient resources to weather a financial shock.20   And the likelihood of seniors encountering such a 
life event is high enough that it is more of “WHEN” it will happen versus “IF”.  According to a 2012 report 
by the Society of Actuaries, 70% of women and 67% of men over the age of 70 will experience one or 
more shocks to their financial planning in a nine-year period.21   These unexpected events most 
commonly relate to health or widowhood but there are many other scenarios as well.   They are more 
severe in nature and permanently impact seniors for the remainder of their lives unlike the ones younger 
demographics usually encounter.   

 
F INANCIAL PLANNING FOR SENIORS IS A DIFFERENT WORLD 

 
Accumulating assets is difficult but straightforward.   Spending down or ‘decumulating’ assets without 
outliving your money is hard and complicated.   Seniors face questions over where and for how long 
they expect to live, when they should begin to collect their Social Security, and what their healthcare 
needs are likely to be.   And for the most part they are alone and unaided with these decisions.    
 
The bulk of financial literacy efforts focus on younger demographics with an emphasis on spending less 
and saving more.  The idea being that if households can save enough they will create financial stability 
and be more able to weather shocks and support life events such as starting a family, sending children 
to college, and retirement.  The tools proposed to achieve these earlier in life goals depend on the ability 
to earn more income, have access low insurance rates, and the compounding value of time to earn 
more on savings.     
																																																								
 
18 The Pew Charitable Trusts. “The Sandwich Generation.” January 2013.  http://www.pewsocialtrends.org/2013/01/30/the-
sandwich-generation/ 
 
19 The Pew Charitable Trusts. “The Sandwich Generation.” January 2013.  http://www.pewsocialtrends.org/2013/01/30/the-
sandwich-generation/ 
 
20 Meschede, T., & Becraw, L., & Sullivan, L., & Cronin, M.  “Post-Recession Senior Insecurity Remains High.” IASP: Institute on 
Assets and Social Policy.  February 2015. Living Longer on Less. https://iasp.brandeis.edu/pdfs/2015/LLOL7.pdf 
 
21 The Impact of Running out of Money in Retirement. Society of Actuaries. November 2012. 
https://www.soa.org/Research/Research-Projects/Pension/Running-Out-of-Money.aspx 
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All of those variables that make financial tools so powerful for younger consumers count against seniors.  
It’s difficult for seniors to earn more income to pay off debt and boost savings.  Life insurance rates 
become expensive.  And longevity - having more time actually makes it harder for seniors to make assets 
last and increases the likelihood of encountering financial shocks due to health concerns and illness.   
 
Similar to younger demographics, education and tools can help seniors improve their financial health 
but the types of tools and education are very different from those used when younger. The help seniors 
get later in life to make important money decisions is limited and far less accessible even though the 
decisions themselves are more complicated and emotional. 
 
EDUCATION 
Financial education for seniors focuses on maximizing benefits available and how to draw down on 
assets.  There are a lot of resources available around Social Security benefits but other government 
benefits are less widely explained and understood.  For example in 2014, 3 million households with a 
senior experienced food insecurity but only 41% of older adults (age 60+) eligible for the Supplemental 
Nutrition Assistance Program (formerly Food Stamps) were actually enrolled.22 There are even fewer 
resources to help seniors create efficient draw down strategies in the case where they need to 
supplement income to cover household expenses.  These decisions are particularly difficult as they 
require individualized in-person help to determine when, how, and what assets to sell. 
 
HELP 
Aside from the standard help that people might get throughout their lives from financial services 
professionals, seniors may need to also rely on a family caregiver to manage their day to day finances 
due to a health event, cognitive decline or running out of their own assets. In these cases, families are 
taking the lead role as financial caregivers.  According to a recent Wall Street Journal survey 1 in 5 adults 
surveyed say they or a family member have witnessed diminished capacity among an ageing parent or 
family member and of those 42% have assumed financial responsibility for some/all aspects of their 
financial decision making.23 As an increasing number of adult children are taking responsibility for their 
parents’ financial lives and financial health they will need the tools and resources in order to step in and 
be able to help as quickly as possible. 
 
PRODUCTS 
Annuities and reverse mortgages are specifically designed for seniors and while not for everyone, can fill 
a shortfall in household income that may arise. Unfortunately, both are more complex than a standard 
savings or credit product. These are products that are “sold” and due to past fraudulent behavior and 
misleading advertising there is a low level of trust in issuers.   Both also require liquidation of assets, 
which many seniors do not want to do as they are still in the “accumulation” mindset.  New providers in 
the financial services space who can reimagine a simpler product design and who are cultivating trust 
																																																								
22 National Council on Aging (NCOA), Economic Security for Seniors Facts. Updated December 2015.  
https://www.ncoa.org/news/resources-for-reporters/get-the-facts/senior-center-facts/ 
	
23 Power, W. “The Difficult, Delicate, Untangling of Our Parents’ Financial Lives.” Wall Street Journal, 27 March 2016. 
http://www.wsj.com/articles/the-difficult-delicate-untangling-of-our-parents-financial-lives-1459130770 
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with younger users are well positioned to overcome the challenges that prevent widespread knowledge 
and usage today.  
 

* * * 
Seniors are quickly becoming one the country’s largest demographics and their financial health and 
stability is critical to the overall economy. The financial services industry will need to evaluate how they 
can best provide the education and resources for seniors to feel confident in their ability to maximize 
fixed income, effectively draw down on assets, and prepare for unexpected life event shocks that are 
more than likely to occur.  Seniors want to stay secure and independent as long as possible but in the 
event they can no longer manage their own financial lives, providing the tools and support for caring 
children and family members to step in and help will benefit both households’ financial health.  
 
	


