The prospect of baby boomers entering retirement has given financial services companies a new reason for being. They have seized on this opportunity to build on marketing income solutions to retiring boomers. Those companies have been successful-evidence shows that if you pick any financial periodical you are likely to see a headline on retirement income.
The reality is that the median boomer is 51 years old (1)-14 years away from the traditional retirement age. Because of this, the focus of baby boomers and the generations that follow would be better aimed at savings accumulation, after all accumulation is the stepping stone to retirement income-more assets accumulated during your retirement years, the more income one can generate during your retirement.
Many investors are participating in the accumulation process. By deferring taxes, investors allow gains to compound at a higher rate, creating materially higher accumulated values over time. Those values translate to higher income streams resulting in significantly higher income over a longer retirement period, and allow the opportunity for investors to leave a legacy for their loved ones.
Despite the significant probability of that scenario occurring, a significant number of investors fail to understand the potential impact of tax deferral on retirement savings. They are not able to quantify the benefit of tax deferral. The fact is it is difficult to visualize the accumulation of tax deferred assets and in some cases, investors are better off in a taxable investment.
Research papers have suggested that  average mutual fund investors, assuming moderate risk, are better off in a low cost tax deferred investment, rather that in a taxable investment, if  they are accumulating over ten years before beginning to produce retirement income. Conservative investors are in a better place after 4 years of accumulation. Aggressive investors would be in a better spot after thirteen years of accumulation. These suggestions have been shown to be consistent across a range of different investor characteristics and habits.
How can you benefit from tax deferral-many of you are already in 401k’s, IRA’s. But many continue to accumulate in taxable investments, and would be in a better spot if those assets were rearranged to a tax deferred investment.
Annuities which offer tax deferral with unlimited contribution limits can help close the savings shortfall. But investors are wary of annuities because of significant insurance costs averaging over 1.35% of invested assets annually. It reduces the power of tax deferral because it diminishes the compounding effect.
Research papers have suggested that retirement investors with average risk profile would require 31 years of accumulation in a traditional variable annuity, to accumulate much more than a taxable account; but if the same was invested in a low cost tax deferred comparable vehicle, ten years of accumulation would be required.
Flat fee based annuities have been developed and introduced, and the fee remain flat regardless of amount invested. Retirement investors would have almost unlimited access to low cost tax deferral, cost as low as $240 per annum.
Some of the conclusions:
1) Consider repositioning some of your taxable retirement assets for long term accumulation to flat fee tax deferred investment vehicle. As a result, your tax computation may change for the better.
2) Review your retirement assets in tax deferred investment vehicles, and determine if they continue to meet your retirement income needs.
Review & summary:
3) Boomers on average are 14 years away from traditional retirement age. Current and future generations should focus on savings accumulation.
4) Some investors are fortunate to have maxed out their typical retirement vehicles. The low flat cost annuity provides another source of tax deferral.
The advantage over typical mutual fund for a moderate risk investor using the flat low cost tax deferred investment would be that greater accumulation if held for than 10 years before using to generate retirement income; similarly, it would take 4 years with a conservative investor, and 13 years for aggressive investors.
5) Found that asset allocation contributes significantly to higher after tax returns when you begin to consume your retirement assets-use tax inefficient asset classes in low flat fee tax deferred investment vehicles and tax efficient asset classes in taxable investment vehicles.
6) Work with independent fee only financial advisor with written fiduciary principles and practice management.
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