LSBA GLOSSARY

¥/ 1L.ONDON SCHOOL OF BUSINESS
AND ADMINISTRATION

Advanced Certification in Retirement Coaching and Mentoring

Unit Names:

Unit Names:

1. Active Retirement:

- Related Terms: Retirement, Post-Retirement, Leisure, Active Aging

- Active retirement refers to the phase of retirement where individuals are engaged in various activities,
hobbies, and social interactions to maintain physical, mental, and emotional well-being. It involves staying
active, pursuing interests, and participating in community events to enhance the quality of life during
retirement. Active retirement can include volunteering, joining clubs or groups, traveling, learning new skills,
and staying physically fit through exercise.

2. Age Pension:

- Related Terms: Government Benefits, Social Security, Retirement Income

- The Age Pension is a social security payment provided by the Australian government to eligible
individuals who have reached the qualifying age and meet certain residency requirements. It is designed to
provide financial support to retirees with limited income and assets. The amount of Age Pension received is
based on factors such as income, assets, and relationship status.

3. Annuity:

- Related Terms: Retirement Income, Pension, Investment, Lifetime Income

- An annuity is a financial product that provides a series of regular payments to an individual in exchange
for a lump sum investment or a series of contributions over time. Annuities are often used as a tool for
retirement planning to create a steady stream of income during retirement. There are different types of
annuities, including fixed annuities, variable annuities, and indexed annuities, each with its own features and
benefits.

4. Asset Allocation:

- Related Terms: Investment Strategy, Portfolio Diversification, Risk Management

- Asset allocation is the process of dividing an investment portfolio among different asset classes, such as
stocks, bonds, cash, and real estate, to achieve a specific risk-return profile based on an individual's financial
goals, time horizon, and risk tolerance. By diversifying investments across various asset classes, investors
can reduce risk and optimize returns. Asset allocation is a key component of retirement planning to balance
growth potential with risk mitigation.

5. Baby Boomer:

- Related Terms: Generation, Demographics, Retirement Wave

- Baby boomers are individuals born between 1946 and 1964, following the end of World War Il, during a
period of increased birth rates in many Western countries. Baby boomers have had a significant impact on
society, culture, and the economy, particularly as they approach retirement age in large numbers. The aging
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of the baby boomer generation has led to important implications for retirement planning, healthcare, and
social services.

6. Defined Benefit Plan:

- Related Terms: Pension Plan, Employer-Sponsored Plan, Retirement Income

- A defined benefit plan is a type of employer-sponsored retirement plan that guarantees a specific
benefit amount to employees upon retirement, based on a formula that considers factors such as years of
service and salary history. The employer is responsible for funding and managing the plan to ensure that
retirees receive the promised benefits. Defined benefit plans provide a predictable income stream during
retirement, but they are becoming less common in favor of defined contribution plans.

7. Defined Contribution Plan:

- Related Terms: Retirement Savings, 401(k), Employee Contributions

- A defined contribution plan is a retirement savings plan in which employees contribute a portion of
their salary to individual accounts, which are typically invested in a selection of mutual funds or other
investment options. The employer may also make contributions to the plan, either matching employee
contributions up to a certain limit or making discretionary contributions. The value of the account depends
on the contributions made and the performance of the investments.

8. Early Retirement:

- Related Terms: Retirement Age, Financial Independence, Lifestyle Change

- Early retirement refers to the decision to retire from full-time work before reaching the traditional
retirement age, usually in the 50s or early 60s. Early retirees often have sufficient savings, investments, or
other sources of income to support their lifestyle without relying on full-time employment. Early retirement
can provide individuals with more flexibility, freedom, and time to pursue personal interests, travel, or spend
time with family.

9. Estate Planning:

- Related Terms: Wills, Trusts, Inheritance, Legacy

- Estate planning is the process of arranging for the transfer of assets, wealth, and property to designated
beneficiaries upon an individual's death. It involves creating legal documents such as wills, trusts, powers of
attorney, and healthcare directives to ensure that one's wishes are carried out and that assets are
distributed according to their preferences. Estate planning is an important aspect of retirement planning to
protect assets and provide for loved ones.

10. Financial Independence:

- Related Terms: Retirement Savings, Passive Income, Financial Freedom

- Financial independence is the ability to cover living expenses and maintain a desired lifestyle without
the need to work for income. Achieving financial independence requires accumulating sufficient savings,
investments, and passive income streams to support one's financial needs for the rest of their life. Financial
independence is a common goal of retirement planning, as it provides individuals with the freedom to retire
on their own terms and pursue their passions.

11. Health Savings Account (HSA):
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- Related Terms: Medical Expenses, Tax-Advantaged Savings, Healthcare Costs

- A Health Savings Account (HSA) is a tax-advantaged savings account that allows individuals with high-
deductible health insurance plans to set aside money for qualified medical expenses. Contributions to an
HSA are tax-deductible, and withdrawals used for medical expenses are tax-free. HSAs can be used to save
for current and future healthcare costs, including deductibles, copayments, prescriptions, and other eligible
expenses. HSAs can also serve as a valuable tool for retirement healthcare planning.

12. Inflation:

- Related Terms: Cost of Living, Purchasing Power, Consumer Price Index (CPI)

- Inflation is the rate at which the general level of prices for goods and services rises over time, leading to
a decrease in the purchasing power of currency. Inflation erodes the real value of money, meaning that the
same amount of money will buy fewer goods and services in the future. Inflation is an important
consideration in retirement planning, as it can impact the cost of living, income needs, and investment
returns over time.

13. Longevity Risk:

- Related Terms: Life Expectancy, Retirement Income, Annuity, Health Care Costs

- Longevity risk is the risk of outliving one's financial resources during retirement due to longer-than-
expected life expectancy. Individuals who live longer than average may face challenges in maintaining their
standard of living, covering healthcare expenses, and ensuring financial security in later years. Longevity risk
can be mitigated through strategies such as annuities, long-term care insurance, healthcare planning, and
careful management of retirement savings.

14. Medicare:

- Related Terms: Health Insurance, Social Security, Medicare Advantage

- Medicare is a federal health insurance program in the United States that provides coverage for eligible
individuals aged 65 and older, as well as certain younger individuals with disabilities or specific medical
conditions. Medicare consists of different parts, including Part A (hospital insurance), Part B (medical
insurance), Part C (Medicare Advantage), and Part D (prescription drug coverage). Understanding Medicare
and its coverage options is essential for retirement healthcare planning.

15. Required Minimum Distribution (RMD):

- Related Terms: Retirement Accounts, IRS, Withdrawal Rules

- Required Minimum Distribution (RMD) is the minimum amount that individuals with tax-deferred
retirement accounts, such as traditional IRAs and 401(k) plans, must withdraw each year once they reach a
certain age (currently 72 years old). Failure to take RMDs can result in penalties and tax consequences.
RMDs are calculated based on life expectancy and retirement account balances to ensure that retirees
gradually draw down their retirement savings over time.

16. Retirement Age:

- Related Terms: Social Security, Full Retirement Age, Early Retirement

- Retirement age refers to the age at which individuals typically stop working and transition from full-
time employment to retirement. The retirement age can vary depending on factors such as country of
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residence, employer policies, and personal preferences. In the United States, the full retirement age for
Social Security benefits is currently 66 or 67, depending on the year of birth. Understanding retirement age
is important for retirement planning, benefit eligibility, and income timing.

17. Social Security:

- Related Terms: Government Benefits, Retirement Income, Social Insurance

- Social Security is a federal government program in the United States that provides retirement, disability,
and survivor benefits to eligible individuals and their families. Workers pay into the Social Security system
through payroll taxes, and benefits are based on earnings history and the age at which benefits are claimed.
Social Security plays a critical role in retirement planning for many Americans, providing a source of
guaranteed income in retirement.

18. Tax-Deferred Account:

- Related Terms: Traditional IRA, 401(k), Capital Gains

- A tax-deferred account is an investment account or retirement plan in which contributions are made
with pre-tax dollars, and investment earnings grow tax-deferred until withdrawals are made. Common types
of tax-deferred accounts include traditional IRAs, 401(k) plans, and 403(b) plans. Tax-deferred accounts offer
the benefit of tax savings on contributions and potential growth, but withdrawals are subject to income tax
in retirement. Tax-deferred accounts are widely used in retirement planning to accumulate savings and
defer taxes.

19. Wealth Management:

- Related Terms: Financial Planning, Investment Advisory, Asset Protection

- Wealth management is a comprehensive approach to managing an individual's financial assets,
investments, and estate planning needs to achieve financial goals and optimize wealth accumulation.
Wealth managers provide services such as financial planning, investment management, tax optimization,
estate planning, and risk management to high-net-worth individuals and families. Wealth management
plays a vital role in retirement planning by helping individuals grow and protect their assets, plan for
retirement income, and create a legacy for future generations.

20. Withdrawal Strategy:

- Related Terms: Retirement Income, Distribution Planning, Systematic Withdrawal

- A withdrawal strategy is a plan for systematically withdrawing funds from retirement accounts and
investments to generate income during retirement. Withdrawal strategies consider factors such as
retirement goals, income needs, tax implications, investment performance, and longevity risk to ensure that
retirees can sustain their lifestyle throughout retirement. Common withdrawal strategies include the 4%
rule, systematic withdrawals, and dynamic withdrawal strategies that adjust based on market conditions and
life events.
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