FRANKLIN TEMPLETON

Y. INVESTMENTS

BEYOND BULLS & BEARS

EDUCATION

Survey Highlights Women's Retirement Insecurities

Gail Buckner, CFP

Senior Vice President,

Personal Retirement and Financial Planning Strategist,
Franklin Templeton Investments

There has been heightened discussion recently about women'’s inequality in many areas of society—including
financial security. Gail Buckner, CFP, our personal retirement and financial planning strategist, explores the
gender pay gap and how it has contributed to a poorer post-working life for many older women. She also explores
a 2018 Franklin Templeton survey which revealed even younger women are generally feeling insecure about
their financial futures.

The Gender Pay Gap

While there have been many strides in terms of gender equality, there clearly is more work to be done. A major
study by the National Institute on Retirement Security (NIRS) found that women were 80% more likely than men

to live in poverty.X On average, the NIRS study showed women age 65 and older have been living on 25% less

income than men of the same age, and for those age 80 and older, this widens to 44%.2 This report cites several
factors; for one, women have “higher rates of part-time employment” and shorter job tenures. As a result, many
do not qualify for employer-sponsored retirement benefits—if there are any. The NIRS said that in 2010, men

received $17,856 in median retirement income from a pension, whereas women received $12,000—33% less.2
Social Security benefits are lower for women, too. Why? For one thing, on average, women earn less than men.

According to a study by the American Association of University Women (AAUW), women working full time in the

United States (as of 2015) typically were paid just 80% of what men were paid.2 In addition, the AAUW found
women experience pay gaps at “every education level and in nearly every line of work.”2 Although the types of
occupations women tend to gravitate toward can partly explain the earnings difference, AAUW found that choices
such as college major, occupation, work hours and time out of the workforce couldn’t completely explain away

the gender pay gap. Additionally, discrimination and bias against women in the workplace were also cited as

culprits.®
Baby, Oh Baby

Even though fathers are becoming more active in child-rearing than they were decades ago, in traditional
families, mothers are still more likely to drop out of the workforce and/or take an extended leave to care for their
children. The reasons are often emotional as well as financial. Child care—especially for young babies—is
incredibly expensive. According to the Economic Policy Institute (EPI), in 33 states and the District of Columbia,

infant care costs exceed the average cost of in-state college tuition at public four-year institutions.”

Many couples seem to conclude that if most—or all—of mom’s salary is going to be spent on a childcare provider,
why not just have mom leave the workforce to care for the child?
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The problem is that there’s a financial tradeoff to this decision. Even if all of mom’s take-home pay is spent on
childcare, while she is working she’s still contributing to Social Security. She may also be covered by an
employer-sponsored retirement plan. By dropping out of the workforce, she loses years of potential salary
increases, employer 401(k) contributions and potential investment growth. If she ends up with less than 35 years

of employment, this will result in a significantly smaller Social Security benefit.8

And, large gaps in one’s working history can result in what AAUW calls a “motherhood penalty.” Some employers
still seem to have a bias toward child-free women, and when employers do make an offer to a mother, they may

offer her a lower salary. Fathers, in contrast, do not generally suffer a penalty compared with other working

men .2

Women typically have far fewer retirement resources, have longer life expectancies than men and therefore can
face higher medical expenses and have a greater risk of exhausting their retirement savings. The end result?

Nearly two-thirds of older Americans in poverty are women.£2

Survey Says Gen X Women Face More Financial Anxiety than Men

Women today are waking up to these often-stark realities. According to the 2018 Franklin Templeton Retirement
Income Strateqgies and Expectations Survey (RISE), younger Gen X women aged 38-45 expressed the most
concern about managing their retirement income to meet their retirement expenses (62%), compared with 45%

of older Gen X women aged 46-53.11 In comparison, less than half the Gen X men in both age groups expressed

that concern.12

The survey revealed the majority of women across three generations did not have a strategy to generate income
in retirement that could last three decades or more. Gen X women (67%) were the most likely to say they didn’t

have such a strategy, while 55% of Millennial women and 51% of Baby Boomer women said they didn’t.12

In fact, a majority of Gen X and Millennial women reported that they would prefer to keep working and retire later
if they were unable to retire as planned due to insufficient income. But sometimes, planning to work longer isn’t
the best strategy, because illness or lack of employment opportunities may make it difficult or impossible to

continue working 12

Across all generations and genders, the RISE survey respondents who were still working cited “running out of

money” as their top retirement concern, while current retirees cited “health issues” as their top concern.£2

Planning for a Brighter Retirement Outcome

If you are in the workforce and have a stay-at-home spouse (which can be mom ordad), you can help replace
some of that lost income with a “Spousal Individual Retirement Account (IRA).” The maximum you can contribute

for a spouse who is under age 50 is $5,500/year,L8 but options exist for automatically contributing as little as
$25/month toward retirement. That's one fast-food dinner for two adults and a couple of kid meals!

Let's assume you make monthly contributions of $25 for the 11 years mom is out of the paid workforce—say,
from age 26 to age 37—and then never add another cent. That’s a total of $300/year. By the time she is 62 and
qualifies for Social Security, that $3,300 will have grown to roughly $19,000, assuming an average return of 6%

per yearX! If you can afford a larger contribution of, say $50 or $100/month, all the better.

The Importance of Planning

While many people have anxiety about retirement outcomes, having a plan can help alleviate some of it. Sticking
your head in the sand and hoping for the best won’t! The RISE survey also found that while the majority of all
respondents (62%) consider a financial advisor important to retirement planning, less than a third of them (29%)

said they currently work with one.28 My answer to that disconnect is: what you are waiting for? Talk to an
advisor! You may just wind up sleeping better and have a more secure retirement.
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Learn more about developing a strategy to fund your own retirement: www.franklintempleton.com/whatsnext.

Gail Buckner’s comments, opinions and analyses are for informational and general interest purposes only and
should not be considered individual investment advice or recommendations to invest in any security or to adopt
any investment strategy. Opinions and analyses are rendered as of the date of the posting and may change
without notice.

Certified Financial Planner Board of Standards Inc. owns the certification marks CFP®, CERTIFIED FINANCIAL
PLANNER™, CFP® (with plaque design) and CFP® (with flame design) in the U.S., which it awards to individuals
who successfully complete CFP Board'’s initial and ongoing certification requirements.

This information is intended for US residents only.

Important Legal Information

All financial decisions and investments involve risk, including possible loss of principal.

The information contained herein is general and educational in nature and should not be considered
or relied upon as legal, tax, or investment advice or recommendations, or as a substitute for legal or
tax counsel. It is not intended to serve as the primary basis for your investment, tax or retirement
planning purposes. Any investment products or services named herein are for illustrative purposes only, and
should not be considered as an offer to buy or sell, or a recommendation for, any specific security or investment
service. Franklin Templeton Investments (FTI) cannot guarantee that such information is accurate, complete or
timely; and disclaims any liability arising out of your use of, or any tax position taken in reliance on, such
information. Federal and state laws and regulations are complex and subject to change, which can materially
impact your results. Always consult your own independent financial professional, attorney or tax advisor for
advice regarding your specific goals and individual situation.

RISE Survey Methodology

The 2018 Franklin Templeton Retirement Income Strategies and Expectations (RISE) survey was conducted online
among a sample of 2,002 adults comprising 1,002 men and 1,000 women 18 years of age or older. The survey
was administered between January 17 and 25, 2018, by ORC International’s Online CARAVAN®, which is not
affiliated with Franklin Templeton Investments. Data is weighted to gender, age, geographic region, education
and race. The custom-designed weighting program assigns a weighting factor to the data based on current
population statistics from the U.S. Census Bureau. Generational groups are defined as follows: Millennials (ages
20-37), Gen X (ages 38-53), and Baby Boomers (ages 54-72).
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