
The Retirement Conundrum:  
Waiting for the Dough
According to Boston College researchers, millions of working-age households will be 
unable to maintain their pre-retirement standard of living in retirement.

Let’s face it: no matter how old you are, the onus of saving and investing 
for retirement is on all of us. Social Security, in its present form, is on a 
shaky financial footing. Defined benefit pensions (like our parents and 
grandparents might have had) are an endangered species. That leaves 
self-directed retirement vehicles like IRAs and 401(k) plans, taxable 
savings and investments, and any available home equity to fill the gap. 
Many people are not covered by IRAs or 401(k)s and are entirely 
dependent on Social Security. Those who have such plans have seen 
historic volatility this year.  

The Challenge of Not Outliving Your Money

The challenge of not outliving your money (and an already sizable 
retirement savings gap) is expected to mushroom by 2050, according to 
Mercer, based on an analysis of eight of the world’s largest economies for 
which data was available.

SIZE OF RETIREMENT SAVINGS GAP ($ TRILLIONS, 2015)

Source: Mercer Analysis.

TotalU.S.U.K.NetherlandsJapanIndiaChinaCanadaAustralia

91
133

119

11

85

3
26

11 62
33
8

137

28

400

70
5% 5%

7%
10%

2% 4%
4%

5%

5%2015 Gap
Annual Growth of Gap (2015-2050)

2050 Gap



The Retirement Conundrum: Waiting for the Dough    |  2  

Living Longer

One reason for that expected retirement savings gap is increased longevity. In the United States, as many as half 
of today’s 5-year-olds can expect to live to the age of 100, and this once unattainable milestone may become the 
norm for newborns by 2050, according to the Stanford Center on Longevity. 

If you have not estimated your life expectancy yet, start with the calculator on the Social Security website for a 
ballpark figure. Other life expectancy calculators factor in some health history.

At any rate, the size of the global population aged 65 and older is expected to triple by the year 2100. Imagine 
the economic and investment implications of that mega-trend alone!

Will Boomers Go Bust in Retirement?

What does the average 65-year-old have saved for retirement? According to the Federal Reserve, the average 
amount of retirement savings for 65- to 74-year-olds is a little over $426,000—well short of the amount experts 
say they would need for the next 15-20 years. 

Many retired older adults go into debt just to keep up with day-to-day living costs, says the National Council on 
Aging. One survey found that 75% of retirees carry debt into their retirement.

The biggest expense, after mortgage (or rent), is typically health care, especially for women, who tend to live 
longer than men. According to a new report from RBC Wealth Management, the projected lifetime cost of care for 
a 65-year-old couple retiring in 2021 is $662,156 – and that does not factor in long-term care costs, which 
could be as high as $100,000 a year.

Half of Older U.S. Adults Are Now Retired

For their part, Baby Boomers, the nation’s wealthiest generation, have retired at a faster pace during the 
pandemic—as of the third quarter of 2021, nearly 67% of people between 65 and 74 were retired, according to 
the Pew Research Center.1 

1Fry, Richard, “Amid the Pandemic, a Rising Share of Older US Adults are Now Retired,” Pew Research Center, November 4, 2021. https://www.pewresearch.org/
facttank/2021/11/04/amid-the-pandemic-a-rising-share-of-older-u-s-adults-are-now-retired/

PHENOMENAL GROWTH IN THE WORLD’S SENIOR POPULATION 
Size of the Global Population Ages 65+ or Older From 1950 to 2100 (Projected)

Source: UN Department of Economic and Social Affairs. Data as July 2021.
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Are Lower Returns Ahead? 

Between negative real interest rates and lofty equity valuations, it is clear that retirees and pre-retirees will be 
hard pressed to maintain their lifestyles with traditional portfolio allocations. The venerable 60/40 portfolio 
embraced by our parents and grandparents may not cut it anymore, and a number of Wall Street strategists and 
analysts have lowered their return expectations of such a portfolio over the next 10 years. 

Capital Market Assumptions

Have a Plan

Planning for retirement, planning for sustainable retirement distributions, and planning for legacies is not about 
trading around growth and value, domestic and international, credit and duration, and large cap and small cap. It 
is about diversification, rebalancing, and staying the course. 

Like Baby Boomers (1946-64), younger generations—Generation X (1965-80), Generation Y (1981-96, a/k/a 
Millennials), and Generation Z (1997-2012, or Zoomers)—will have to accept more volatility in their portfolios, 
broaden their diversification, and consider non-correlated assets. 

Consider asset classes with the potential for total returns, particularly returns that historically have been 
uncorrelated to traditional stocks and bonds. In addition to rethinking their exposures to equities and equity 
substitutes like high yield and convertibles (without full equity risk), investors may also want to reconsider their 
exposure to multi-asset funds (like income & growth or tactical allocation), or alternatives such as managed 
futures and merger arbitrage strategies. 

Asset Class Index Projected Return %* Projected Risk %

E
qu

it
ie

s

Broad U.S. Equity Russell 3000 6.60 17.95
Large Cap U.S. Equity S&P 500® 6.50 17.70
Small/Mid Cap U.S. Equity Russell 2500 6.70 21.30
Global ex.-U.S. Equity MSCI ACWI ex USA 6.80 20.70
Dev. ex-U.S. Equity MSCI World ex USA 6.50 19.90
Emerging Market Equity MSCI Emerging Markets 6.90 25.15

Fi
xe

d 
In

co
m

e

Short Duration Gov/Credit Bloomberg 1-3 Yr G/C 1.50 2.00
Core U.S. Fixed Bloomberg Aggregate 1.75 3.75
Long Gov/Credit Bloomberg Long G/C 1.80 10.40
TIPS Bloomberg TIPS 1.25 5.05
High Yield Bloomberg High Yield 3.90 10.75
Global ex-U.S. Fixed Bloomberg Global Agg. ex-US 0.80 9.20
Emerging Market Debt JPM EMBI Global Diversified 3.60 9.50

O
th

er

Core Real Estate NCREIF ODCE 5.75 14.20
Private Infrastructure MSCI Glb Infra/FTSE Dev Core 50/50 6.10 15.45
Private Equity Cambridge Private Equity 8.00 27.60
Private Credit N/A 5.50 14.60
Hedge Funds Callan Hedge FOF Database 4.10 8.20
Commodities Bloomberg Commodity 2.50 18.00
Cash Equivalents 90-day T-bill 1.20 0.90
Inflation CPI-U 2.25 1.60

Past performance is not indicative of future results.
*Returns are geometric (annualized over the 10-year forecast horizon). 
Source: Callan
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For Equities and Bonds, Maintain a Longer-Term Perspective

History teaches us that bear markets have usually been excellent buying opportunities for long-term investors. The 
key challenge for investors is to avoid converting temporary volatility into permanent loss. The other challenge is 
to recognize that it has been a wiser strategy to add to long-term risk allocations after a 10% or 20% decline than 
after a 10% or 20% advance. Of course, past performance is no guarantee of future results, and nothing works all 
the time.

As for the bond market, try not to convert temporary volatility into permanent loss. While recent declines in major 
bond indexes may be painful for those who view fixed income as a cushion against stock market declines, if they 
own fixed income securities as long-term investors, they should be hoping for rates to rise. While rising rates will 
push the price of some of their current bonds down, if they give it enough time, the decline will be more than 
offset by higher future income. 

The Takeaway: Redefine Diversification

We cannot emphasize enough the need for investors of all ages to save more for retirement given much longer life 
expectancy. To increase their potential return, investors may need to accept more volatility—and consider 
diversifying more into non-correlated assets. 

Look to Virtus to provide potential smoother ride access to non-traditional asset classes that are essential building 
blocks to a well-diversified portfolio. 

Virtus Investment Partners—Multi-boutique, Multi-strategy Model

Affiliated Managers

Select Unaffiliated Managers

Virtus has a minority ownership position in Zevenbergen Capital Investments.

Explore Virtus for Retirement Income Solutions

For more on how Virtus strategies can help in retirement planning, 
visit virtus.com or call 800-243-4361.



INDEX DEFINITIONS 
The Bloomberg U.S. Aggregate Bond Index measures the U.S. investment grade fixed rate bond market. The Bloomberg U.S. Corporate 1-3 Year Index measures 
market performance of 1-3 year USD-denominated investment grade corporate debt. The ICE BofA Current 2-Yr U.S. Treasury Index is a one-security index comprising 
the most recently issued 2-year U.S. Treasury note. The ICE BofA Current 5-Yr U.S. Treasury Index is a one-security index comprising the most recently issued 5-year 
U.S. Treasury note. The ICE BofA Current 30-Year U.S. Treasury Index is a one-security index comprised of the most recently issued 10-year U.S. Treasury note. The 
ICE BofA Treasury Index tracks the performance of U.S. dollar denominated sovereign debt publicly issued by the U.S. government in its domestic market. The ICE 
BofA U.S. 3-Month T-Bill Index is comprised of a single issue purchased at the beginning of the month and held for a full month. The ICE BofA U.S. Convertibles 
Index tracks the performance of publicly issued U.S. dollar denominated convertible securities of U.S. companies. The ICE BofA U.S. Corporate Bond Index measures 
market performance of USD-denominated investment grade corporate debt publicly issued in the U.S. domestic market with a remaining term to final maturity between 
5 and 10 years. The MSCI ACWI ex USA Index is a float-adjusted market capitalization index that is designed to measure the combined equity market performance of 
large- and mid-cap securities in developed and emerging market countries excluding the United States. The JPMorgan Emerging Market Bonds EMBI Global Dividend 
Composite is an unmanaged index of USD-denominated bonds with maturities of more than one year issued by emerging markets governments. The MSCI Emerging 
Markets Index captures large and mid cap representation across 24 Emerging Markets (EM) countries. With 1,386 constituents, the index covers approximately 85% of 
the free float-adjusted market capitalization in each country. The Russell 2500 Index is a broad, market-cap-weighted stock market index featuring 2,500 small-cap 
and mid-cap stocks. It consists of the smallest, by market capitalization, of the 3,000 stocks in the Russell 3000. The Russell 3000 Index is a market-capitalization-
weighted equity index maintained by FTSE Russell that provides exposure to the entire U.S. stock market. The index tracks the performance of the 3,000 largest U.S.-
traded stocks, which represent about 97% of all U.S.-incorporated equity securities. The S&P 500® Index is a free-float market capitalization-weighted index of 500 
of the largest U.S. companies. The index is calculated on a total return basis with dividends reinvested. The Bloomberg 1-10 Year U.S. Government Inflation-Linked 
Bond Index (“Bloomberg TIPS Index”) is designed to measure the performance of the inflation protected public obligations of the U.S. Treasury commonly known as 
“TIPS” that have a remaining maturity greater than or equal to 1 year and less than 10 years. The Bloomberg USD High-Yield Corporate Bond Index is a rules-based, 
market-value-weighted index engineered to measure publicly issued non-investment grade USD fixed-rate, taxable and corporate bonds. To be included in the index, a 
security must have a minimum par amount of $250 million and have a minimum maturity of 1 year at rebalancing. Emerging market debt is excluded. The Bloomberg 
Global Aggregate ex-USD Index measures the performance of global investment grade bonds. This index does not include bonds from the US. This characteristic 
allows this index to serve well for tracking international bond exposure. The NCREIF Fund Index is an index of property investment returns reporting on both a historical 
and current basis the results of 36 open-end commingled funds pursuing a core investment strategy, some of which have performance histories dating back to the 
1970s. The MSCI World Infrastructure Index captures the global opportunity set of companies that are owners or operators of infrastructure assets. FTSE Global 
Core Infrastructure 50-50 Index captures the performance of listed infrastructure securities in both developed and emerging markets. The Cambridge Associates 
LLC US Private Equity Index® is a horizon calculation based on data compiled from 1,468 US private equity funds (buyout, growth equity, private equity energy and 
subordinated capital funds), including fully liquidated partnerships, formed between 1986 and 2021. The Callan Hedge Fund of Funds (FOF) database serves as a 
proxy for large, broadly diversified hedge funds with low-beta exposure to equity markets. The Bloomberg Commodity Index is a widely tracked benchmark for the 
commodities market. The index references exchange-traded contracts linked to 23 physical commodities. The CPI-U Index, also known as the Consumer Price Index for 
All Urban Consumers, is one of two indexes the Labor Department uses to measure consumer inflation for all urban consumers. The FTSE 3 Month (“90-day) US T Bill 
Index Series is intended to track the daily performance of 3 month US Treasury bills. The indexes are calculated on a total return basis. The indexes are unmanaged, 
their returns do not reflect any fees, expenses, or sales charges, and they are not available for direct investment.

IMPORTANT RISK CONSIDERATIONS 
Fundamental Risk of Investing: There can be no assurance that the portfolio will achieve its investment objectives. An investment in the portfolio is subject 
to the risk of loss of principal; shares may decrease in value. Market Volatility: The value of the securities in the portfolio may go up or down in response to 
the prospects of individual companies and/or general economic conditions. Price changes may be short- or long-term. Local, regional, or global events such as 
war (e.g., Russia’s invasion of Ukraine), acts of terrorism, the spread of infectious illness (e.g., COVID-19 pandemic) or other public health issues, recessions, 
or other events could have a significant impact on the portfolio and its investments, including hampering the ability of the portfolio’s manager(s) to invest the 
portfolio’s assets as intended. 
Diversification does not assure a profit or protect against losses. 
All investments carry a certain degree of risk, including possible loss of principal. 
Not insured by FDIC/NCUSIF or any federal government agency. No bank guarantee. Not a deposit. May lose value. 
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