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Retiree Health Savings: How Much is Enough? 
 
New computer simulation analysis by the nonpartisan Employee Benefit Research Institute (EBRI) provides the 
most realistic estimates yet conducted of how much savings are needed to cover health expenses in retirement, 
taking into account such major factors as gender, marital status, age, and whether your  former employer provides 
any help with retiree health insurance.  
 
The full analysis is online in the May 2008 EBRI Issue Brief at http://www.ebri.org/pdf/EBRI_IB_05-2008.pdf   
 
The examples below apply to the vast majority of Americans hitting age 65, since less than one-third of current 
workers have any employer subsidy for retiree health insurance. The numbers below may seem high, since they 
show the current savings needed for individuals who want a 90% chance of having enough money in retirement to 
pay for health costs (or only a 10% chance of not having enough money); considerably less is needed if you are 
willing to accept a 50–50 chance. However, these estimates do not include any savings for long-term care, should 
the individual end up with those needs—nor do they include the basic costs of living such as food, clothing, or 
shelter—so even more savings are needed to cover those costs as well. 
 
Savings Needed to Cover Retiree Health Expenses for Those Currently Age 65: 

• Single men—How much should a low-risk* man age 65 have in current savings to cover health expenses in 
retirement?  $331,000. 

• Single women—Since women have greater life expectancy than men, how much should a low-risk* woman 
age 65 have in current savings:  $390,000. 

• Couples—How much should a low-risk* couple have in current savings? $635,000. 
 
Savings Needed to Cover Retiree Health Expenses for Those Currently Age 55: 

• Single men—How much should a low-risk* man currently age 55 have in savings when he retires at 65 (in 
2018) to cover health expenses in retirement?  $555,000. 

• Single women—How much should a low-risk* woman currently age 55 have in savings when she retires at 
65? $654,000. 

• Couples—How much should a low-risk* couple currently age 55 have in savings when they retire at 65?  
$1,064,000. 

 
* Low-risk is defined as willing to accept no less than a 90% chance of having enough money to pay for retiree 
health expenses as specified above (or only a 10% chance of not having enough money). Low-risk individuals must 
purchase all supplemental health insurance coverage to traditional Medicare individually on their own through a 
combination of Medigap coverage and Medicare Part D (prescription drug coverage), and be prepared in case they 
become very high users of prescription drugs.  This last point is critical: assume you are only going to be at the mid-
point in terms of drug use, you would need roughly half as much money.  Are you not low-risk and willing to accept 
a 50% chance of not having enough money?  Cut the numbers in half again if you are single, multiply by two-thirds 
if you are married.  Bottom line: nothing in life or financial planning for retirement is simple.   
 
For more information: 

• May 2008 EBRI Issue Brief, “Savings Needed to Fund Health Insurance and Health Care Expenses in 
Retirement: Findings from a Simulation Model”: http://www.ebri.org/pdf/EBRI_IB_05-2008.pdf  

• Press release: http://www.ebri.org/pdf/PR_802_3June08.pdf 
• September 2006 EBRI Issue Brief (“Measuring Retirement Income Adequacy: Calculating Realistic Income 

Replacement Rates”): http://www.ebri.org/pdf/briefspdf/EBRI_IB_09-20061.pdf 
• Press release: http://www.ebri.org/pdf/PR_746_13Sept06.pdf  

 
 
Fast Facts from EBRI is issued occasionally by the nonpartisan Employee Benefit Research Institute to highlight benefits information that may be 
of current interest.  Established in 1978, EBRI is an independent nonprofit organization committed exclusively to data dissemination, policy 
research, and education on economic security and employee benefits. EBRI does not take policy positions and does not lobby. 

  Fast Facts from EBRI


