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INTRODUCTION

Retirement Bites

But the question remains: What are we going to do now? How can we repair all the damage we inherited? Fellow graduates, the answer is simple. The answer is…

[The wind blows away Lelaina’s speech cards]

The answer is, I don’t know.

—Lelaina Pierce

Reality Bites, 1994

Are you freaking out about retirement?

That’s what many Gen Xers may be feeling. The oldest of the generation have reached that magical age of 59½, which is when you can dip into retirement accounts such as 401(k)s and IRAs (individual retirement accounts) without getting dinged by an early withdrawal penalty. The youngest have another 20 years to go before they turn 65 and become eligible for Medicare. That’s not as far away as you might think. But you’re probably still busy thinking about all the other responsibilities coming down the pike, like paying for your kids’ college or caring for your aging parents. Maybe saving enough for a comfortable retirement of your own has taken a back seat for now. Maybe you feel like you’re only slightly behind—there’s still time, right? Or maybe, just maybe, you’re up late with a calculator and a 401(k) statement, not sure how to make it all make sense.

That’s okay. Seriously. First of all, you’re not alone. We’re thinking about this, too. And just look at these sobering stats:


	One in four Gen Xers don’t have a retirement account at all, while the typical household for the generation has just $40,000 in retirement savings, according to the National Institute on Retirement Security.1

	More than three in five Gen Xers are not confident in their ability to achieve a dream retirement,2 while nearly half believe they could outlive their savings.3 

	The majority of the 64 million Americans born between 1965 and 1980 expect to postpone their retirement.4



“Gen Xers have far less confidence in their financial futures than other generations,” Kelly LaVigne, vice president of Consumer Insights at Allianz Life, told us.

No kidding. But here’s the thing. Despite being tagged as slackers growing up, that’s not why many of us are behind on retirement readiness. Actually, there were some pretty big forces working against us—namely vanishing company pensions and the slow evolution of the 401(k) into “the” retirement savings vehicle. We’re not entirely to blame. Let’s go over how we got here, starting with pensions.

VANISHING PENSIONS AND THE SLOW RISE OF 401(K)S

While pensions are still commonplace for public-sector state and municipal employers, they have all but vanished in the private sector. Today, just 15 percent of private-sector employees have a pension,5 compared with 32 percent in the early ’90s.6 More than half of private-sector employees participate in a 401(k) plan, according to the Bureau of Labor Statistics.7 But about 48 percent of Americans don’t have access to either a pension or 401(k)-type plan at work.8 

Just 25 percent of our generation reported in 2012 that we would have income from traditional employer pension plans when we retired, while 39 percent of the oldest Baby Boomers and 49 percent of the youngest of the Silent Generation—our parental units—said they would.9 That older estimate for Gen Xers may have been generous. A 2021 report found that only 14 percent of us have a pension plan, as more companies continued the trend of closing these plans to new employees.10 

“The retirement landscape shifted dramatically for this generation, and they’re at risk of falling through the cracks,” Catherine Collinson, CEO of Transamerica Institute and Transamerica Center for Retirement Studies, told us.

Pensions, or defined benefit retirement plans, really began to phase out in the mid-1980s when Gen X was just entering the workforce. At the same time, more employers were adding 401(k)s after new regulations in 1981 allowed contributions to these plans to be made from a worker’s wages and salary, not just from a profit-sharing bonus. Still, these 401(k)s were not the robust savings vehicles they are today. For a long time, they were largely viewed as supplemental to pensions, and Congress, for whatever reasons, did not foster the growth of these plans from their inception through the mid-1990s, right when the earliest Gen Xers needed to start saving. Congress was needed to enact reforms because of the tax-avoidance structure of 401(k)s and its predecessors.

In the ’80s and ’90s, the government did nothing to support the 401(k) system. For instance, in 1983, the maximum annual contribution limit to 401(k)s from both employees and employers was reduced to $30,000 from $45,475 and was frozen there for 17 key years.11 And under a 1986 provision, an employee could contribute no more than $7,000 in pretax dollars to 401(k) plans. That was hardly enough to get you where you needed to go to fund your own retirement without a pension.

It wasn’t until the oldest of us were 36—in 2001—when Congress increased the total maximum contribution to 401(k)s and loosened rules around the pretax cap for employee contributions. That year also saw more options for rollovers between plans and created the Roth 401(k). Five years later—when the youngest of us hit our mid-20s and the oldest were over 40!—Congress finally passed legislation that encouraged employers to automatically enroll workers into 401(k) plans and allowed employers to provide default investments, two efforts to increase participation as it became more obvious that the 401(k) was a main pillar for a comfy retirement.

Those efforts, and the education around saving, have worked—but were maybe too late for us. Think about this: The average Gen Xer started saving for retirement at 31, while Millennials and Gen Z got the savings message much earlier.12 They started saving at 24 and 18, respectively. And they are saving to the max: Millennials contribute 12 percent of their annual pay to their retirement, while Gen Z socks away 20 percent. Gen X puts just 10 percent away.13

“The American Dream of retirement is going to be challenging for most Gen Xers,” Dan Doonan, executive director of the National Institute on Retirement Security, told us. “This really isn’t surprising given the terrible retirement hand that has been dealt to Gen Xers: Most don’t have a pension plan, they’ve lived through multiple economic crises, wages haven’t been keeping up with inflation, and costs are rising.”

DISAPPEARING HEALTH BENEFITS IN RETIREMENT

As if our meager savings weren’t bad enough, Gen X can also look forward to much lamer health benefits than the Baby Boomer generation. The number of employers who provide supplemental health care insurance in retirement is fast approaching nada. The share of large companies—defined as those with 200 or more employees—offering retiree health care insurance coverage was 21 percent in 2023, down from 29 percent in 2020 and way down from 66 percent in 1988, according to KFF, a nonprofit health policy research organization.14 

Why is this important? Health care spending becomes a huge expense in retirement, especially in the latter years. And while Medicare is awesome, it doesn’t cover every penny. There’s no monthly premium for Medicare Part A, the hospital insurance, but there is a premium for Medicare Part B, the medical insurance part. There’s also a deductible, copays, and co-insurance, where you typically pay 20 percent of the cost for a service. Some retirees now purchase a Medigap plan to pay for these out-of-pocket costs, but it used to be that some employers offered supplemental insurance that covered these instead. Not much anymore.

There are two big reasons for this. Employers are tapping out from providing this benefit because health care costs keep going up. Unions, which often kept pressure on employers to offer this benefit, are also on the decline. Medicare has also improved some during that time, with the prescription drug benefit added in 2006 and Medicare Advantage plans offering extra benefits, so that the incentive for employers to provide supplemental coverage has waned.

“There’s just a whole shift that kind of caught up with Gen X and I think that they don’t realize,” said Judith Brown, a fellow Gen Xer and a certified financial planner. (Judith drove a 1984 Buick Skyhawk back in the day, blasting the Eagles on the radio.)

CONCERNS OVER SOCIAL SECURITY’S FUTURE

Not to continue to pile on, but add to all that the growing, unaddressed concerns over Social Security. The reserves for the social program that retirees depend on are expected to run out sometime in the early to mid-2030s—estimates change year to year—at which time benefits to seniors will be cut by around 20 percent.15 That’s such heinous timing. The oldest of Gen X will be turning 70.

No wonder 55 percent of us are unconvinced that Social Security will be there to support us when we need it.16 Lawmakers likely will address that shortfall, but the longer it takes for a solution, the harder it is to plan accurately. Tellingly, the financial planners we interview regularly model out what a client’s retirement would look like if Social Security benefits are cut. You know, just in case.

“Being able to project what you’re going to receive is an important piece that will potentially dictate someone’s lifestyle in retirement,” Brian Ellenbecker, a certified financial planner and financial adviser at Shakespeare Wealth Management in Pewaukee, Wisconsin, told us. “When planning, making an adjustment for reduced future benefits is prudent.”

OTHER OBLIGATIONS

But it’s so hard to plan for any of this when there are big things in the way. We get that. Did you know that Gen X carries the most credit card and student loan debt of all generations? The average credit card debt for us is over $9,200—almost 40 percent more than Boomers and Millennials and 175 percent more than the Silent Generation and Gen Z!17 Some of us also hold a huge amount of the nation’s student loan debt, averaging over $44,000 in loans—the most of everyone. (Even more than Millennials!)18 And we have to deal with not just our student loans, but maybe even a Direct PLUS loan we took out for our kid’s education if we couldn’t save up enough in the meantime to pay for tuition. No wonder our hard-earned dollars are going toward whittling down those ugly balances rather than beefing up our retirement savings.

And even if Brenda and Brandon leave the nest, that doesn’t mean they aren’t depending somewhat on our wallet and credit cards. That leaves many of us sandwiched between our children and our aging parents, who require more of our time and financial resources. More than seven in 10 Americans between 35 and 60 have caregiving duties for both their children and parents.19 These same people said they are struggling financially because of it, with three-quarters saying it’s difficult to save for retirement and almost two-thirds reporting they’re living paycheck to paycheck.20 And similar to many of our friends, you may feel like time is running out, especially if the economy falters again.

But we’re here to say it’s not time to give up. Quite the opposite. Gen Xers, the answer is simple. The answer is not “I don’t know,” as Lelaina said in Reality Bites. The answer is to rise to the challenge.

“They’re starting to reach that critical window in preparing for retirement, which is usually about 10 years before leaving the workforce,” said Kelly LaVigne, vice president of Consumer Insights at Allianz Life. “This is the time when many people can really start buckling down.”

Our generation is nothing but resilient and undaunted, traits borne from our earliest years as latchkey kids who weathered divorces, rode bikes—without helmets!—in search of pirate booty and dead bodies, and who subsisted on Spam, Pop-Tarts, and Stouffer’s microwavable mac and cheese at home alone. We ushered in a music revolution. We jump-started the computer age. We raged against the machine.

In fact, we’ve already bounced back from one major whammy—the Great Recession. While Gen X lost the most wealth of all ages in the years after 2008, we also were the first generation to recover it all 10 years later, especially in housing equity.21 That’s propped up a bunch of us. That equity has only grown since housing’s go-go years during and after the pandemic. That’s great news for the 72 percent of Gen Xers who owned their homes in 2023.22 Overall, total home equity in the United States has recently hit new highs, and housing values are expected to grow until Baby Boomers move to a nice golf community or move on completely.

We’re also not a monolith. Depending on where you fall in the Gen X spectrum, your retirement outlook may differ. For instance, older Gen Xers are more likely to have pension plans than younger ones. But those born in the mid-1970s and later may have missed the brunt of the economic headwinds those born in the mid- to late 1960s faced. Later Gen Xers didn’t feel the pain of the tech bust in the early 2000s because many were either in school or had very little money invested in the stock market.

“With Gen X, you’ve got to split us right down the middle. You’ve got young Gen X and older Gen X. And they hit things very differently,” Bradley Schurman, author of The Super Age, who was born in 1977, told us. (By the way, The Goonies was and remains his favorite movie today, although Footloose came with his family’s first VHS player, so it got a lot of rotation as well, he told us.) “Many Gen Xers my age really weren’t knocked back financially by some of those forces in the way those ahead of us were.”

Plus, if you’re in the younger Gen X set, your retirement vision may get a boost from the Great Wealth Transfer. Between now and 2045, an estimated $84 trillion will be passed down to heirs. The bulk of those assets, more than $53 trillion, will be transferred from Baby Boomers to their children.23

“The Boomers really have created more wealth than any other generation in US history,” Schurman said. “And younger Gen Xers and early Millennials are going to be the ones that get the first wave of this from their parents.”

The other big plus is that most of us are in our prime earning years. In fact, we’re pulling in almost $127,000 on average before taxes.24 Sure, a lot of that is going to those obligations we talked about earlier, but that’s still a lot. With some finagling here and adjustments there to your budget, priorities, and mindset, you can get on track to a better retirement outlook—no matter what bumpy road lies ahead. And that’s where we come in. We’re stoked to help you find your way.

Kerry Hannon (who just missed the Gen X cutoff but is an honorary member of the generation for our purposes) is an authority on retirement, jobs, career transitions, entrepreneurship, leadership, and personal finance. She’s an award-winning author of 14 books on retirement, working, and personal finances. She’s also a senior columnist at Yahoo Finance where Janna Herron, the other coauthor of this book, also worked before. You may have seen Kerry or Janna on TV or radio, or read one of their articles or columns.

For Janna, this book is really personal. She’s at the tail end of Gen X—born in 1979. Her inner circle are all part of the MTV generation. Her son is in high school and the empty nest years loom large—as do college costs. She’s talking to her parents and her in-laws about their future care and needs. And she and her husband are dreaming of buying a teardrop camper and road-tripping across the US. Her friends, siblings, and colleagues are facing similar circumstances and having those same kinds of conversations. All of it takes money and she’s right there with you, hoping, planning, strategizing for those golden years. Janna is not only writing this book for you, but she’s also writing it for herself.

And then there’s Yahoo Finance, spawned from Yahoo—the brainchild of fellow Gen Xers and now billionaires Jerry Yang and David Filo. Yahoo is basically the garage band of search engines. While at Stanford University in a campus trailer in 1994, Yang and Filo created the site to keep track of their favorite interests on the internet. As it grew more popular among their classmates and beyond, it morphed from “Jerry and David’s Guide to the World Wide Web” to an acronym for “Yet Another Hierarchical Officious Oracle,” according to an archived Yahoo press release.25 But the dudes insist that the actual dictionary definition of Yahoos, characters in Gulliver’s Travels who were rude, unsophisticated, and uncouth, was the real reason they chose the name.

“David and my titles were Chief Yahoos… and after a while, David, because he was running a lot of our expenses, he became the cheap yahoo,” Yang told Yahoo Finance during a 30th Yahoo anniversary interview. “We really tried to create an environment where hierarchy is not really the key that makes everything run. It’s really this idea of teamwork and trust, and building a great brand and great product being the most important thing.”

And a byproduct of that business counterculture was Yahoo Finance, born in 1997. It has been there with you during the boom and bust of the dot-com era, during the long slog of the Great Recession’s aftermath, and during the double whammy of a generational pandemic and meteoric rise in inflation. Yahoo Finance is in it for the long haul and wants to see you through to retirement.

Here’s what to expect from our book and how to use it.

Retirement Bites lays out a blueprint for Gen Xers to take control of their assets and financial future in a manageable, realistic way. We go over the retirement challenges our generation faces combined with straightforward action steps you can take now. You’ll find insightful contributions from leading workplace experts, economists, and financial advisers, as well as voices of everyday Gen Xers at different stages of their retirement savings journey. Our ultimate goal is to get you to where you can visualize a comfortable retirement—even as new challenges may arise—but not be overwhelmed by the steps you need to take to get there.

The book is organized in four parts:

“Part One: Getting Started” should motivate you. It should first get you focused, so you can fight inertia, fear, and other factors that hold you back from acting and building wealth. Then, get set to envision your dream retirement and feel excited about this journey rather than dreading it. After you know what you want for your golden years, we’ll help you figure out how much you need to save to make that dream a reality and provide the road map to get there.

“Part Two: Saving and Investing” goes over the nuts and bolts of retirement accounts and how best to allocate your investments so you reach your retirement goals.

“Part Three: Increasing Your Cash Flow” provides the different ways Gen Xers can up their income before retirement. That includes tips on how to stay in the workforce longer, ways to get the most out of Social Security, and advice on how to tap other assets for retirement income.

“Part Four: More Than Money” addresses a host of money-adjacent considerations when preparing for retirement, including how to juggle saving for your children’s education while also socking away for your own retirement and caring for your aging parents. We’ll dive into how to plan for your health needs, the financial and lifestyle factors at play if you consider relocating, how to find the right financial professional to help you achieve your financial goals, as well as how to plan for what happens to your wealth after you’re gone. Last, we provide tailored advice for business owners facing retirement.

We promise you’ll be so much chiller about your retirement prospects after reading this book and following the advice we lay out. Taking control of your finances now allows you to build a rewarding future. You can finally look forward to the years to come instead of covering your eyes. Let’s get ready to tackle your financial future.
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