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

During the retirement, person will not have any salary anymore, but also has the expenses after they retire. Normally, expense during retirement should be around 70%-80% of current living expenses, which is lower than before they retire. So, there are many types of expenses that can be eliminated during his retirement. Firstly, expenses from entertainment activities such as party. Because after retire, it’s not the age that people will go to party for relaxing after the stress working, but it’s also depends on that person’s characteristics and preference of this entertainment expense. Secondly, the transportation cost can be lowered expenses because after retires, person does not need to transport to work anymore. So, this transportation cost is lowered. And because person does not have to work, he can be lowered in shopping and clothing expenses too. Next, the tax expense, since person retires, he does not have a lot of income sources anymore. So, the tax expense is lowered in a significantly amount. And also other expenses such as some cost or fee from the investment, and cost to their child. The reason is because person is older, the investment fee is also lowered because he cannot face to high amount of risk. For the child expenses, his child will be grown and can find money for their living by themselves. So, parents who retire don’t need to spend the cost for their child too much.



2. What types of expenses might increase during retirement?

During the retirement, person also has the face to some types of expense that might increase. Firstly, the traveling expense, since the retirement person has no obligation to do work anymore, he can do some leisure activities such as the traveling. The traveling expenses, which will increase during retirement is also depends on each personal characteristic. Some of them don’t like to travel, so these cost will not occur for them. Therefore, the main expenses which might increase is the expenses for the health or medical expenses. Because of the older age, person has to take care of the health. When you get older, you have higher probability to get sick easier, so that you have to take care of yourself all the time during the retirement period because the illness can be occurred anytime accidently. And you have to save the money today and plan for the any expenses that will occur during this retirement period.








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

Both defined-contribution and defined benefit plan can be defined that they are private pension, which is the benefits that get from the company. But some companies do not provide this kind of benefits to the employees.

A defined-contribution plans are funded by the employee, which the amount normally can be either percentage of the salary or the specific amount of money. And the employer will match the contributions to a certain amount. These amount of money will be invested, which it often invests in mutual funds. The amount of money will get after retirement cannot be telling in the specific amount because its depending on individual’s decision, how their money is invested.

[bookmark: _GoBack]A defined benefit plans are the plan which guarantees a specific amount of retirement benefit for each employees. These retirement benefit amount are based on the employee’s salary, number of years of working, and other factors. Employees have little control over the funds until they are received in retirement. This will be provided in the regular payment, which employee will be known the specific amount.

The differences between these two plans are the amount that will get after retire and the risk that employee and employer face to. For the defined contribution plan, employee will not know the future amount. It also depends on the investment decision, so the employee have to face to the risk of investment and low risk to the employer. On the other hand, defined benefit plans, employer bears the investment risk of ensuring the defined benefit amount that has known to be able to paid to the retired employee. So that employer has to face the high risk while the employee does not.
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