Rawiphan Banyongrakkul 5704641900
FN281 Assignment 6 : Retirement Planning

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

There are many types of expenses we can eliminate during retirement. First, the traveling cost during high season, since the prices are lower and the crowds are smaller. Second, the commuting cost since they don’t work regularly at all as the working age so that the fuel cost or public transportation fare can be reduced also. Third, the luxurious or fashion garment as they don’t need to follow the trend or modern fashion anymore. The money spending for buying clothes or necessary can be reduced. Fourth, office cost from working as the officers. Fifth, the stuff expense ,which comes from the benefit of getting older as the senior discounts on necessities such as grocery. Sixth, unnecessary fee and the last one is the high tax rate because there are tax breaks specifically for people age 65 and older.

2. What types of expenses might increase during retirement?

There are several types of expenses would be higher during retirement as well. First, off-peak season traveling cost that will increase normally as the old people leisure. Second, socializing and entertainment expenses are common things that they spend for making happiness during huge amount of free time they have. Third, health insurance premium since it will be higher as they get older and have more risk of going hospital. Fourth, the medicine cost will follow as they are more likely to take more pills from illness more often. Fifth, household cost will increase since as they get older, they need to hire more workers for doing household works to help increasing more neatness.

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

Both plans are retirement plan that the company or employers must provide for their employees when they retire as the benefits. However, there are differences in terms of procedures and kind of benefit. 
The defined contribution plan is when company give employees approximately 3% to 5% of the salary into the provident fund as long as the employee still work in the company. The company pays in this way because they don’t want to take risk as they don’t know many things about employees. For instance, their health condition, how much medical cost they need to pay, and how long employee will live. Therefore, the company decides to pay this specific amount and let employees manage it themselves. Hence, we perceive that an employer has no risk at all, but an employee take all risk managed by themselves. However, the employee does not have to worry if the company has default since the money is already with you in the provident fund.
[bookmark: _GoBack]For the defined benefit plan, the company promises to pay the benefits to their employees, e.g. healthcare cost, children healthcare, and the particular money per month until you die. However these benefits will be are received when the employees work for the company until they retire. Accordingly, there are both benefits and drawbacks for both sides, which can be summarized that employer or the company is the one who takes all risks from bearing expenses and the employees have no risk at all. Only risk that an employee will have in the case of when the one retire and company go to default.
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