FN281 Assignment

1.What types of expenses can be lowered or eliminate during retirement?

Children expense- When people are retired, their kids will grow up enough and have their own salary. Hence, retired people will not have to pay for the education fee, condo rent or insurance for them.
Travel at off-peak time- Worker people have somewhat less choice when they want to take a vacation. They have to go during weekend or holidays which regard as a peak time and have to spend money more than usual. However, retirees can whenever they want and it is less expensive because they can go on weekdays and those major holidays which is very crowded.
Exit expensive city- Some workers have to immigrate to work in a city which has high cost of living in everything. When they retire, they can go back to their hometown that has lower cost of living and people who ordinarily live in city can alter to beautiful countryside as well.

2.What types of expense might increase during retirement?

Healthcare- The more people get old, the more chance they will get diseases and the expense nowadays is extremely expensive 
Household help- When people get old, some people may need assistance with physically demanding home maintenance and household chores. In addition, some may not able to take care of themselves in operate daily activities, so they need someone to take care of them.
Grandchild- When they see the cuteness of their grandchild, they may travel frequently to visit them and buy them some gifts or toys. 

3.Explain the difference between a defined contribution and defined benefit plan.

Defined contribution plan- is a company retirement plan that specifies the amount of money contributed to it by both employer and employee. A certain amount or percentage of money is set aside each year by a company for the benefit of the employee. There are restrictions such as when and how you can withdraw these funds without penalties. However, employees will not know how much they will receive upon retiring, so employees bear the risk. Since the benefit is not promised, the participants bear the risk of poor investment result or benefit is not enough to cover living expense.

[bookmark: _GoBack]Defined benefit plan- is a plan that specifies the plan sponsor’s obligations in terms of the benefit to plan participants. It is a predetermined pension payment on basis of a formula. Often based on average salary, years of service, and age at retirement. Monthly benefit equals to average salary for Y last years * years of service * z percent. Since the sponsor has a financial obligation to pay specified future benefits, the sponsor bears a risk of not being able to make the promise.

2B Assignment

st s oot it .

e expense e e et e i i v st nd
e e T
vt ek, W et o e e
i e Tyt g Y A
R e e o v oo
e oyt A i et e oy 8
eyl e ey
i . o v i otk o
o e A e
e o iy e 1

B T ——
e The el . e o e il s

e e e ey s e
b b i
o R o s e g ey .
o e e e o

A ———
et

LY w———
e el kay i
o ey ok b oy
e oo T e st o o A
e e e e, B g o R
e g s e ok S e
e e e s e e okt et st
e o g

Dund bt 4 et he i s s
B e e T
e o o b e o e e
e e et ekl S e .




