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Certified Professional in Financial Coaching

Retirement Planning

Retirement planning is a crucial aspect of financial coaching, as it involves helping individuals prepare
financially for their post-employment years. It encompasses various strategies and considerations to ensure
a comfortable retirement lifestyle without financial stress. To effectively assist clients in retirement planning,
financial coaches must be well-versed in key terms and vocabulary related to retirement planning.

1. Retirement: Retirement refers to the phase in an individual's life when they stop working and rely on their
savings, pensions, and investments for income. It marks the transition from earning a salary to living off
accumulated wealth.

2. Retirement Planning: Retirement planning involves setting financial goals, creating a roadmap to achieve
those goals, and managing resources to ensure a financially secure retirement. It includes saving, investing,
and making informed decisions about retirement income sources.

3. Retirement Income: Retirement income is the money received by retirees to cover living expenses after
they stop working. It can come from various sources, such as pensions, Social Security benefits, annuities,
savings, and investments.

4. Social Security: Social Security is a federal benefits program in the United States that provides retirement,
disability, and survivor benefits to eligible individuals. Workers pay into the Social Security system through
payroll taxes during their working years and receive benefits in retirement.

5. Pension: A pension is a retirement plan sponsored by an employer that provides regular income to
employees after they retire. Pensions are typically based on an employee's salary and years of service with
the employer.

6. 401(k) Plan: A 401(k) plan is a tax-advantaged retirement savings plan offered by employers to their
employees. Employees can contribute a portion of their pre-tax income to a 401(k) account, and employers
may match a percentage of those contributions.

7. Individual Retirement Account (IRA): An Individual Retirement Account (IRA) is a tax-advantaged
investment account that individuals can use to save for retirement. There are different types of IRAs,
including Traditional IRAs, Roth IRAs, and SEP IRAs, each with its own rules and benefits.

8. Annuity: An annuity is a financial product that provides a series of payments to an individual over a
specified period, typically in retirement. Annuities can be purchased from insurance companies and offer a
guaranteed income stream.

9. Asset Allocation: Asset allocation is the strategic distribution of an individual's investment portfolio across
different asset classes, such as stocks, bonds, and cash. It aims to balance risk and return based on the
investor's goals, risk tolerance, and time horizon.
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10. Risk Tolerance: Risk tolerance is an individual's willingness and ability to withstand fluctuations in the
value of their investments. It is a crucial factor in determining an appropriate investment strategy for
retirement planning.

11. Diversification: Diversification is a risk management strategy that involves spreading investments across
different asset classes, industries, and geographic regions. It helps reduce the impact of market volatility on
a portfolio.

12. Withdrawal Rate: The withdrawal rate is the percentage of a retiree's savings that they withdraw each
year to cover living expenses in retirement. It is an important consideration in retirement planning to ensure
that savings last throughout retirement.

13. Required Minimum Distribution (RMD): Required Minimum Distribution (RMD) is the minimum amount
that retirees must withdraw from their retirement accounts, such as Traditional IRAs and 401(k) plans, once
they reach a certain age (usually 72). Failure to take RMDs can result in penalties.

14. Longevity Risk: Longevity risk is the risk of outliving one's retirement savings due to longer-than-
expected life expectancy. It is essential to consider longevity risk when planning for retirement to ensure
financial security in later years.

15. Estate Planning: Estate planning is the process of arranging how an individual's assets will be distributed
after their death. It involves creating a will, establishing trusts, and designating beneficiaries to ensure that
assets are transferred according to their wishes.

16. Inflation: Inflation is the gradual increase in the prices of goods and services over time, reducing the
purchasing power of money. Inflation erodes the value of savings and investments, making it crucial to
account for inflation in retirement planning.

17. Healthcare Costs: Healthcare costs are a significant expense in retirement, as individuals may require
medical care and long-term care services as they age. Planning for healthcare costs is essential to avoid
financial strain in retirement.

18. Tax-Advantaged Accounts: Tax-advantaged accounts are investment accounts that offer tax benefits,
such as tax-deferred growth or tax-free withdrawals. Examples include Traditional IRAs, Roth IRAs, and
Health Savings Accounts (HSAs).

19. Early Retirement: Early retirement refers to retiring before the traditional retirement age of 65. Early
retirees face unique challenges, such as a longer retirement period and potential penalties for withdrawing
retirement savings early.

20. Sequence of Returns Risk: Sequence of returns risk is the risk of experiencing poor investment returns
early in retirement, which can significantly impact the longevity of a retiree's savings. Managing sequence of
returns risk is crucial in retirement planning.

21. Financial Independence: Financial independence is the ability to cover living expenses and achieve
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financial goals without relying on employment income. It is a key milestone in retirement planning, allowing
individuals to retire on their own terms.

22. Monte Carlo Simulation: Monte Carlo simulation is a method used to model the probability of different
outcomes in retirement planning. It involves running multiple simulations based on various market
scenarios to assess the likelihood of meeting retirement goals.

23. Secure Act: The Secure Act is a federal law that made significant changes to retirement planning rules,
including increasing the age for required minimum distributions and expanding access to retirement
savings plans for small businesses.

24. Catch-Up Contributions: Catch-up contributions are additional contributions that individuals aged 50
and older can make to retirement accounts, such as 401(k) plans and IRAs, to boost their retirement savings.
Catch-up contributions allow older workers to make up for lost time in saving for retirement.

25. Qualified Charitable Distribution (QCD): A Qualified Charitable Distribution (QCD) is a direct transfer of
funds from an IRA to a qualified charity. QCDs allow individuals aged 70"2 or older to make charitable
donations while reducing their taxable income.

26. Reverse Mortgage: A reverse mortgage is a type of loan available to homeowners aged 62 and older
that allows them to convert a portion of their home equity into cash. Reverse mortgages can provide
additional income in retirement but come with risks and fees.

27. Required Rate of Return: The required rate of return is the minimum return that an investment must
earn to achieve a retiree's financial goals. Determining the required rate of return is essential in setting
investment expectations for retirement planning.

28. Annuity Payout Options: Annuity payout options are the ways in which annuity payments are distributed
to the annuitant. Common payout options include single life annuities, joint and survivor annuities, and
period certain annuities, each with different payment structures.

29. Asset Protection: Asset protection involves safeguarding an individual's wealth and assets from creditors,
lawsuits, and other risks. Implementing asset protection strategies is essential in retirement planning to
preserve savings and investments.

30. Behavioral Finance: Behavioral finance is a field of study that examines how psychological factors
influence financial decision-making. Understanding behavioral finance can help financial coaches address
clients' biases and emotions in retirement planning.

31. Survivor Benefits: Survivor benefits are payments provided to the surviving spouse or dependents of a
deceased retiree. Social Security and pension plans often offer survivor benefits to ensure financial support
for family members after the retiree's death.

32. Fiduciary Responsibility: Fiduciary responsibility is the legal obligation of financial advisors to act in their
clients' best interests when providing financial advice. Financial coaches with fiduciary responsibility must
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prioritize clients' needs and goals in retirement planning.

33. Legacy Planning: Legacy planning involves creating a strategy to pass on assets and wealth to future
generations or charitable causes. It includes estate planning, charitable giving, and establishing trusts to
preserve a client's legacy beyond their lifetime.

34. Required Beginning Date (RBD): The Required Beginning Date (RBD) is the date by which retirees must
begin taking required minimum distributions from their retirement accounts. The RBD is typically April 1
following the year the retiree turns 72.

35. Early Withdrawal Penalty: An early withdrawal penalty is a fee imposed on individuals who withdraw
funds from retirement accounts before reaching a certain age, typically 59'%. Early withdrawal penalties
discourage premature withdrawals and encourage long-term saving for retirement.

36. In-Service Distribution: An in-service distribution is a distribution of funds from a retirement account,
such as a 401(k) plan, while the account holder is still employed by the sponsoring employer. In-service
distributions may be subject to certain restrictions and tax implications.

37. Stretch IRA: A Stretch IRA is a wealth transfer strategy that allows beneficiaries of an inherited IRA to
"stretch" distributions over their own life expectancy. Stretch IRAs can maximize tax-deferred growth and
provide income for multiple generations.

38. Employee Stock Ownership Plan (ESOP): An Employee Stock Ownership Plan (ESOP) is a retirement plan
that allows employees to become partial owners of the company they work for. ESOPs provide employees
with company stock as part of their retirement benefits.

39. Qualified Domestic Relations Order (QDRO): A Qualified Domestic Relations Order (QDRO) is a court
order that assigns a portion of a retirement account to a former spouse as part of a divorce settlement.
QDROs facilitate the division of retirement assets in divorce proceedings.

40. Pension Lump Sum: A pension lump sum is a one-time payment that retirees can choose to receive in
lieu of monthly pension payments. Opting for a pension lump sum provides retirees with a lump sum of
money that they can manage and invest as they see fit.

41. Safe Withdrawal Rate: The safe withdrawal rate is the percentage of a retiree's savings that can be
withdrawn annually without depleting the portfolio prematurely. The safe withdrawal rate depends on
factors such as investment returns, inflation, and longevity.

42. Survivorship Life Insurance: Survivorship life insurance, also known as second-to-die insurance, is a type
of life insurance policy that covers two individuals and pays out a death benefit after both policyholders
have passed away. Survivorship life insurance is often used for estate planning and wealth transfer.

43. Stretch Provision: A stretch provision is a feature of certain retirement accounts that allows beneficiaries
to extend the distribution of inherited assets over an extended period, typically based on the beneficiary's
life expectancy. Stretch provisions can help maximize tax deferral and provide income for heirs.
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44. Living Benefits Rider: A living benefits rider is an optional feature that can be added to certain insurance
products, such as annuities or life insurance policies, to provide policyholders with access to their benefits
while they are still alive. Living benefits riders can offer protection against financial hardship due to illness or
disability.

45. Non-Qualified Deferred Compensation: Non-Qualified Deferred Compensation is a type of executive
compensation plan that allows highly compensated employees to defer a portion of their income until
retirement. Non-Qualified Deferred Compensation plans offer tax advantages and can supplement
retirement savings.

46. Revocable Living Trust: A revocable living trust is a legal arrangement that allows individuals to transfer
assets into a trust during their lifetime and retain control over the assets. Revocable living trusts can help
avoid probate and simplify the distribution of assets upon the grantor's death.

47. Required Minimum Distribution (RMD) Calculator: A Required Minimum Distribution (RMD) calculator is
a tool used to determine the minimum amount that retirees must withdraw from their retirement accounts
each year. RMD calculators take into account factors such as age, account balance, and life expectancy to
calculate RMD amounts.

48. Socially Responsible Investing (SRI): Socially Responsible Investing (SRI) is an investment strategy that
considers environmental, social, and governance (ESG) factors in addition to financial returns. SRI allows
investors to align their values with their investment decisions and support companies with positive social
impacts.

49. Target Date Fund: A target date fund is a mutual fund designed to automatically adjust its asset
allocation over time based on the investor's target retirement date. Target date funds become more
conservative as the retirement date approaches, reducing risk exposure.

50. Voluntary Employee Beneficiary Association (VEBA): A Voluntary Employee Beneficiary Association
(VEBA) is a tax-exempt trust established by an employer to provide employee benefits, such as healthcare
and retirement benefits. VEBA plans offer flexibility and tax advantages for funding employee benefits.

In conclusion, understanding the key terms and vocabulary related to retirement planning is essential for
financial coaches to guide clients effectively in preparing for a secure and comfortable retirement. By
familiarizing themselves with these terms and concepts, financial coaches can provide tailored guidance and
strategies to help clients achieve their retirement goals and navigate the complexities of retirement
planning.
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