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Retirement Planning
1)     What types of expenses can be lowered or eliminated during retirement? 
· [bookmark: _GoBack]Work-related costs such as professional clothing and transportation costs. Retirees probably won’t need to buy ties or expensive suits anymore, and there’s no reason to dress to impress. Instead they can switch to the likely cheaper clothes they feel most comfortable in. Transportation costs will be reduced in retirement as they don’t need to commutes to work.
· Tax expenses. Less income is received so income tax will drop.
· Time-saving costs. Time-strapped working people often spend money to save time. This might mean buying expensive convenience food since they have no time to cook. Retirees can invest their time to save money by comparison shopping for good deals.
· Some goods are provided a discount for seniors so they don’t have to pay at full price.

2)      What types of expenses might increase during retirement? 
· Recreation expenses includes traveling and entertainment. Many retirees are eagle to do all travelling they always wanted to see but never had time for when they were working.
· Utility bills at home. Retirement often means spending more time at home, particularly in the daylight hours.
· Medical Expenses. As people get older, they spend significantly more on healthcare.
· Health insurance premium. Those with employer-subsidized health insurance premium could see higher costs in retirement.


3)     Explain the difference between a defined-contribution and defined benefit plan.
A defined contribution plan allows employees and employers to contribute and invest funds over time to save for retirement. As the employer no longer has any obligation on the account's performance after the funds are deposited, these plans require little work and are low risk to the employer.
A defined benefit pension plan provides a specified payment amount in retirement. 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. 

