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According to a recent release from the World 
Economic Forum (WEF), there is expected to be 
a massive shortfall of retirement funding among 
retirees across the world within the next 30 years 
or so. Estimates from the WEF indicate that 
the retirement savings gap could eclipse 
$400 trillion worldwide by 2050, with the 
United States comprising over one-third 
of the global total. In comparison, the 
retirement savings gap in 2015 was an 
estimated $70 trillion. Here, we will explore 
contributing factors to this monumental issue and steps 
you can take to help work towards financial security.

Contributing factors
A shift in responsibility
For the last few decades, notably in the United States, 
there has been a shift from pensions to self-directed 
retirement accounts. According to the WEF study, 48 
percent of retirement-age individuals do not receive 
a pension. Additionally, contributions to defined-
contribution accounts, like 401(k)s and 403(b)s, are 
typically well below the target of 10-15 percent of pre-
tax income. Between a lack of accessibility to pensions 
and inadequate personal savings rates, workers are 
finding a significant gap in contributions and benefits 
designated for retirement.

Of the current $70 trillion worldwide retirement 
funding shortfall, nearly 75 percent can be directly 
attributed to underfunded public pensions. In the 
United States, this is represented by the Social 
Security trust fund.

Suboptimal investment performance
Compounding the aforementioned issue 
is that investments are seeing returns 
that are under performing historical 
averages. Over the past 10 years, equities 
have performed between 3-5 percent 

lower than average, while bonds are returning 
1-3 percent less per year. This is detrimental to 
both pensions and self-directed accounts, as 
both of these funding options rely on growth to 
achieve benchmarks.

Birth rate discrepancies
In the United States, the Social Security system is 
predicated on as much, if not more, money being paid 
into the Social Security trust fund than what it is paying 
out. However, declining birth rates can essentially 
topple this fragile system. Whereas there are currently 
eight workers for every one retiree in the world, the 
ratio is expected to be only about four to one by 2050. 
With a shrinking generation of younger workers unable 
to support the aging population, the retirement funding 
deficit will only grow.

Other factors
Some additional factors that are contributing to the 
underfunded retirement crisis are: low financial literacy 
across the world; an increase in workers participating 
in the “unorganized sector,” which means lower access 
to retirement savings accounts; and an increase in 
personal accountability in managing retirement funds, 
which results in lower returns for individuals with low 
financial literacy.
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  Amazon announced that the company would be acquiring Whole Foods for a reported amount of 
nearly $14 billion.

  57 percent of Americans are struggling with their financial health, according to a study published by 
the Center for Financial Services Innovation.

  According to CNN, crude oil prices are nearing bear market conditions, having fallen more than 20 
percent since January.

  So far in 2017, the subsector that has lost the most jobs is wired telecommunications carriers, 
according to data aggregated by the Bureau of Labor statistics. The wired telecommunications 
carriers subsector has lost over 27,000 jobs as of April.

  According to ADP, over 250,000 net new jobs were added to the labor market in May.

  Australia has now gone 26 years, or 103 quarters, without a recession, which is defined as 2 
consecutive quarters of economic contraction. 

  Banco Popular, a prominent lender in Spain which services nearly 4.5 million customers, has been 
bought by Santander, Spains's biggest bank. On June 6, it was declared that Banco Popular was 
"failing or likely to fail." In turn, Santander purchased Banco Popular the very next day.

  According to a study by Credit Suisse, an estimated 25 percent of malls in the U.S. are expected to 
close by 2022. Contributing to this is the rise of online shopping. 

  Gymboree, a prominent children's clothing chain, announced they were filing for Chapter 11 
bankruptcy. With this move, the company will close about one-third of its 1,281 stores.

  Staples is selling itself to private equity firm Sycamore Partners for nearly $7 billion.
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U.S. Large Cap
(S&P 500)

2,423.41

U.S. Mid/Small
(Russell 2000 Index)

1,415.36

Foreign Large
(NYSE International 100)

5,369.66

Bond Market
(Barclays US Aggregate)

2,021.31 

June 2017 market data

0.48% 3.30% 0.99% 0.10%
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This article was written by Advicent Solutions, an entity unrelated to Hooker & Holcombe Investment Advisors, Inc. The information contained in this newsletter is not intended to be tax, 
investment or legal advice, and it may not be relied upon for the purpose of avoiding any tax penalties. Hooker & Holcombe Investment Advisors, Inc. does not provide tax or legal advice. 
You are encouraged to consult with your tax advisor or attorney regarding specific tax issues. © Advicent Solutions.  All rights reserved. 

Contact your health care provider with health-related issues. You should never disregard medical advice or delay in seeking it because of information provided in this newsletter. 

Investment advice is offered through Hooker & Holcombe Investment Advisors, Inc., an SEC Registered Investment Advisor. 

The “PLANADVISER Top 100 Retirement Plan Advisers” list is compiled from responses to the PLANADVISER Retirement Plan 
Adviser Survey. The list is drawn solely from a set of quantitative variables and information in the survey supplied by the advisers 
themselves. H&H qualified under the small team category, which is an advisor with 10 or fewer team members, in 2016 and 2017. 
Go to planadviser.com/Top100 for more information.
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July
is a great time to be reminded 
of skin cancer prevention

Fortunately, skin cancer can be 
prevented and is highly curable if 
found early. Remember to slip on a 
shirt, apply a broad spectrum 
sunscreen and wear a wide-
brimmed hat and sunglasses. The 
best way to detect skin cancer 
early is to examine your skin 
regulary and recognize changes in 
moles and skin growths. Learn 
more about the steps you can take 
to prevent skin cancer at 
skincancerprevention.org

Assessing your own financial situation
When planning for retirement, most individuals make it a primary goal to 
minimize the ways that their funding could fall short. Here are a few ways 
to help bolster your retirement savings as you look to the future:

Start now
It’s a simple fact that the earlier you begin saving for retirement, the more 
time your money has to earn interest and grow. If you’ve put off saving 
until your 30s or later, make up for lost time now by stashing away 10 to 15 
percent of your salary.

Contribute to your employer’s plan
If your employer offers a tax-sheltered plan, it is beneficial to contribute 
at least enough to get the employer match. Your employer can provide 
you with a summary plan description, which recaps your plan and vesting 
eligibility, as well as an individual benefit statement. 

Make saving as easy as possible
Eliminate the need to move money from one account to another by setting 
a monthly savings goal and automating a deposit to that amount. By 
making savings routine, you are more likely to see your retirement nest egg 
grow. To help boost your regular savings, funnel any extra cash windfalls, 
such as from a bonus or inheritance, directly to your retirement savings.
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