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Individual Assignment 4: Retirement Planning
1. What types of expenses can be lowered or eliminated during retirement?
Answer :  	There are many costs that the retirees have an opportunities to save. Firstly, there are no more office costs such as work clothes since now you need not to dress to impress anymore that you can switch to the likely cheaper clothes you feel most comfortable in. Second, transportation costs are lower since now you need not to go to work or face with traffic jam in rush hour. Third, lower income means lower taxes. Fourth, some health expenses can be lowered as you have more time available to improve your health such as exercising. Fourth, the peak premium travel can be avoided since you need not to travel during the weekend or holidays only. By travelling during the off-peak time, you can save more money and face with less crowned. 
2. What types of expenses might increase during retirement? 
Answer:	how much the increased cost during retirement can be, it is based on individual lifestyle. If you are the one who loves entertainments and travelling, these expenses may increase as you have more time available, also for the cost of socializing. Healthcare expenses contribute significantly to the cost that incur for the retirees as they get older and have to see doctor more often. For the one who do not have any children may have to pay for a skill nurses that is quite expensive. 
3.  Explain the difference between a defined-contribution and defined benefit plan. 
Answer: 	The defined-contribution plans are funded primarily by the employee, called the participant, with the employer matching contributions to a certain amount. The contributions can be invested, at the participant's direction, in select mutual funds, money market funds, annuities or stock offered by the plan. According to this plan, the employer require to do little work and take low risk since they  have no any obligations on the account's performance after the funds are deposited. The employees have to direct their contributions and investments to ensure that they will have enough money for retirement. For defined benefit plans, employers guarantee a specific retirement benefit amount for each participant of a defined benefit plan, which can be based on the employee's salary, years of service or a number of other factors. Employees have little control over the funds until they are received in retirement. The employer bears the investment risk of ensuring the defined benefit amount is able to be paid to the retired employee. Due to this risk, defined benefit plans require complex actuarial projections and insurance for guarantees, making the costs of administration very high. This has made 






   
	
 
 
