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The Brutal Facts

Å Medicare does not cover all expenses ï
deductibles & coinsurance, no out-of-
pocket maximum

Å Medicare Part B premium

Å Medigap plans have premiums

Å Medicare drug plans have deductibles and 
coinsurance

Å Medicare Advantage plans often have 
premiums and cost sharing

Å Fewer employers offering retiree health 
benefits

Å Fewer retirees eligible for retiree health 
benefits
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Needed Savings for Health Care Expenses in Retirement Depend on 

Various Factors

Å Retirement age.

Å Age at time of death. 

Å Availability of insurance to supplement 
Medicare.

ï Source of supplemental coverage

ï Premium for supplemental coverage

ï Annual premium increases.

Å Health status.

Å Out-of-pocket expenses.

Å Rate of return on savings.

Å Premiums for supplemental insurance.
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EBRI's Retiree Health Savings Model

Å Monte Carlo simulation model

Å Simulated 100,000 observations 

Å Allows for uncertainty related to individual mortality and rate of return in retirement

Å Observations used to determine asset targets for having adequate savings 50%, 75% and 90% 

of the time.

Å Separate estimates for men and women.

Å Joint estimates for married couple.

Å Estimates for persons with Medigap Plan F & Medicare Part D.
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Savings Needed for Medigap Premiums, Part B Premiums, Part D Premiums, 

and Out-of-Pocket Drug Expenses for Retirement at Age 65 in 2020
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Savings Needed for Medigap Premiums, Part B Premiums, Part D Premiums, 

and Out-of-Pocket Drug Expenses for Retirement at Age 65 in 2020
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Savings Needed for Married Couple, 2011-2020
90% Chance of Having Enough Savings: 90th Percentile Drug Expenses
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HSAs as a Retirement Savings Vehicle

Å Triple tax advantage ïcontributions, growth and distributions all tax-free

Å Pre- tax contributions limited to $3,600 per individual/$7,200 per family in 2021

Å Must enroll in HSA-eligible health plan (HDHP) to make contribution to HSA

Å Deductibles can not be lower than $1,400 employee-only coverage/$2,800 family coverage

Å $1,000 ñCatch-upò contribution allowed for individuals 55+

Å No ñuse-it-or-lose-itò rule
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Potential Accumulated Savings in HSA, by Years Saved and Potential 

Rate of Return  (assuming no distributions)
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Agenda Á2

1) Annualized view of health care expenses

2) Prioritizing savings

3) Account type matters



|Rising health care costs in retirement 31
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|Prioritizing long-term retirement savings 45
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|Tax implications for retirement savings by account type

Federal taxes; states may differ. This is not intended to be individual tax advice. Consult your tax professional.
1Income and other restrictions may apply to contributions. Tax penalties usually apply for early withdrawals. Qualified withdrawals are generally 
those taken over age 59½; qualification requirements for amounts converted to a Roth from a traditional account may differ; for some account types, 
such as Roth accounts, contributions that are withdrawn may be qualified. See IRS Publications 590 and 560 for more information.
2Withdrawals from after-tax 401(k) and non-deductible IRAs must be taken on a pro-rata basis including contributions and earnings growth. For non-
deductible IRAs, all Traditional IRAs must be aggregated when calculating the amount of pro-rata contributions and earnings growth.
3There are eligibility requirements. Qualified medical expenses include items such as prescriptions, teeth cleaning and eyeglasses and contacts for a 
medical reason. Cosmetic procedures, such as teeth whitening, and general health improvement, such as gym memberships and vitamins, are not 
qualified expenses. A 20% tax penalty applies on non-qualified distributions prior to age 65. After age 65, taxes must be paid on non-qualified 
distributions. See IRS Publication 502 for details.
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Retirement accounts: 

Taxes generally apply 

to contributions or 

withdrawals. Most 

withdrawals must 

be qualified to avoid 

tax penalties.2

Pre-tax 401(k) / 

Traditional IRA

Roth 401(k) / 

Roth IRA

Health Savings 

Account (HSA)3

After-tax 401(k) / 

non-deductible 

Traditional IRA

(Taxed as ordinary income)

(For qualified health 

care expenses)

(Investment returns taxed 

as ordinary income)

(For qualified withdrawals)

Preferential tax treatment Subject to taxes

Contributions1 Investment growth Withdrawals

If not used for qualified 

health care expenses, 

withdrawals after age 65 will 

be taxed as ordinary income  

(without penalty).
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Diversified sources of retirement funding



|Evaluate a Roth at different life stages 20



J.P. Morgan Asset Management ïIndex definitions & disclosures


