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When picturing retirement, there may be visions of a dream vacation, visiting friends and family, or learning a new hobby. 
Having the financial freedom to pursue these goals takes proper planning. But what about the unexpected expenses of 
retirement? Consider these common "surprise" retirement costs to create an accurate budget for future spending. 

How to budget for retirement
On a positive note, people are living longer than ever before, allowing them to spend more time with loved ones and enjoy 
retirement. However, with these added years, savings will need to stretch even further and cover unexpected expenses 
that may arise along the way. Consulting with a financial professional as early as possible can help individuals be better 
prepared by creating a retirement budget that factors in the desired lifestyle, planned and unexpected expenses, and 
sources of retirement income. You’ll be able to review available options together and create a financial plan to help ensure 
retirement savings match financial goals and can help cover any unplanned expenses on the horizon. 

How do you predict spending in retirement?
Calculating spending in retirement involves several factors, including looking at current expenses, expected lifestyle 
changes, inflation, healthcare costs, and potential sources of income. Predicting retirement income needs is not an exact 
science, and uncertainties are involved. Still, by systematically considering various factors, you can identify potential income 
gaps and create a reasonable estimate to guide your retirement planning.

Unexpected retirement costs
Surprise retirement costs can catch retirees off guard and potentially derail their financial plans if they're not adequately 
prepared. Here are some common unexpected retirement costs to consider.

Overlooked healthcare costs
Healthcare costs are often the most unexpected budget buster among retirement expenses. With the average 
couple over age 65 expected to spend $395,000 on healthcare alone, it’s important to consider ways to cover 
these costs beyond traditional retirement income.1 For example, some life insurance policies may offer accelerated 
death benefits that can provide access to a portion of a policy’s death benefit during your lifetime should you be 
diagnosed with a qualifying illness.2 Fixed index annuities are another option and can help provide growth potential 
along with a guaranteed stream of income payments for the rest of retirement.

Medicare costs
A common misconception is that Medicare will pay for all healthcare needs in retirement when, in actuality, it likely 
won’t cover all your costs. Some items not covered by Medicare include dental care, hearing aids, and dentures. 
There is the option to buy a supplemental Medicare health insurance plan called Medigap, but this supplemental 
policy has a monthly premium.

Long-term care
Many people may not picture long-term care when they think about retirement, but it's a reality that should be 
considered. Someone turning 65 today has almost a 70% chance of needing long-term care services and support in 
their remaining years.3 Unfortunately, Medicare and most health insurance plans don't cover long-term care, even if 
it’s provided at home, in an assisted living facility, or at a nursing home.
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Loss of a spouse
Managing retirement income following the death of a spouse can be challenging. You should take stock of your 
current financial situation, including income, expenses, assets, and debts. To assess how the loss of a partner’s 
income may impact your overall financial picture, it’s a good idea to review what survivor benefits you may be 
entitled to receive, including: 

•  Social Security or pension

•  Life insurance policies

•  Retirement accounts and annuities

•  Other financial accounts 

By taking proactive steps and seeking support when needed, it can be easier to navigate this challenging transition 
and keep on track financially.

Home renovations
Many retirees choose to stay in their current homes, especially if they’ve worked hard to pay off the mortgage and/
or enjoy their neighborhood and community. However, as people age, they may find they need to make house 
improvements to age in place, including modifying the stairs, hallways, flooring, kitchen, and bathrooms to be more 
accessible. These types of renovations will likely require licensed contractors, and the cost will vary depending on 
the size of the project.

Preparing for retirement
Since life circumstances can change, it’s helpful to review retirement spending projections and the cost of living regularly 
to determine if updates are needed. While part of calculating how much retirement income is needed includes educated 
guesses, having a well-rounded retirement plan can help prevent income gaps and protect a retiree from unexpected 
expenses. Meeting with a financial professional who is well-versed in various solutions, including life insurance and annuities, 
can be beneficial as you plan for the future and bring your retirement dreams to life.
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¹   Schmidt, Robert and Walter, Eric. Retirement planning: How much money will you need to cover your healthcare expenses? 2024 Milliman Retiree Health Cost Index, May 14, 2024. https://www.
milliman.com/en/insight/retiree-health-cost-index-2024

2  Accelerated Death Benefits are subject to eligibility requirements. The death benefit will be reduced by the amount of the death benefit accelerated. Since benefits are paid prior to death, a 
discount will be applied to the death benefit accelerated. As a result, the actual amount received will be less than the amount of the death benefit accelerated. An administrative fee is required at 
time of election.

3  Cost of Care Survey,” genworth.com. April 30, 2024. https://www.genworth.com/aging-and-you/finances/cost-of-care

The term financial professional is not intended to imply engagement in an advisory business in which compensation is not related to sales. Financial professionals that are insurance licensed will be 
paid a commission on the sale of an insurance product. The analysis is for educational purposes only. The experience of the participants of the 2021 Study may not be representative of the experience 
of all. Neither the company, nor any agents acting on its behalf, should be viewed as providing legal, tax or investment advice.
Fixed index annuities are not a direct investment in the stock market. They are long term insurance products with guarantees backed by the issuing company. They provide the potential for interest 
to be credited based in part on the performance of specific indices without the risk of loss of premium due to market downturns or fluctuation. Although fixed index annuities guarantee no loss 
of premium due to market downturns, deductions from your accumulation value for additional optional benefit riders or strategy fees associated with allocations to enhanced crediting methods 
could exceed interest credited to the accumulation value, which would result in loss of premium. They may not be appropriate for all clients. Interest credits to a fixed index annuity will not mirror 
the actual performance of the relevant index.
Securities distributed by Sammons Financial Network®, LLC., member FINRA. Insurance products are issued by Midland National® Life Insurance Company (West Des Moines, IA). Sammons 
Institutional Group®, Inc. provides administrative services. Sammons Financial Network®, LLC., Midland National® Life Insurance Company, and Sammons Institutional Group®, Inc. are wholly 
owned subsidiaries of Sammons® Financial Group, Inc. Sammons Retirement Solutions® and Midland Retirement Distributors® are marketing divisions of Sammons Institutional Group, Inc. 
A.M. Best is a large third-party independent reporting and rating company that rates an insurance company on the basis of the company’s financial strength, operating performance, and ability to 
meet its obligations to policyholders. S&P Global Ratings is an independent, third-party rating firm that rates on the basis of financial strength. Fitch Ratings is a global leader in financial information 
services and credit ratings. Ratings shown reflect the opinions of the rating agencies and are not implied warranties of the company’s ability to meet its financial obligations. The above ratings apply 
to Midland National’s financial strength and claims-paying ability. A) A.M. Best rating affirmed on August 13, 2024. For the latest rating, access ambest.com. B) Awarded to Midland National® as part 
of Sammons® Financial Group Inc., which consists of Midland National® Life Insurance Company and North American Company for Life and Health Insurance®. C) S&P Global Ratings’ rating assigned 
February 26, 2009 and affirmed on May 15, 2025. D) Fitch Ratings’ rating affirmed an Insurer Financial Strength rating of A+ Stable on June 17, 2025. The rating reflects the organization’s strong business 
profile, low financial leverage, very strong statutory capitalization, and strong operating profitability supported by strong investment performance. For more information access fitchratings.com. 

Helping you retire confidently
At Midland Retirement Distributors®, we understand the importance of planning for, and retiring with, confidence.

As a dedicated division of Sammons Institutional Group®, Inc., Midland Retirement Distributors® specializes in fixed and fixed index annuities that 
provide choice, focus, and flexibility. These annuities are issued by Midland National® Life Insurance Company, a proud subsidiary of employee-
owned Sammons® Financial Group, Inc. This strong connection underscores our commitment as a trusted partner, prepared to support you well 
into the future. 

For over a century, Midland National has been dedicated to supporting its customers by prioritizing growth, income, and financial security. We 
are proud of our impact on the financial futures we help secure and the legacies we help establish. With a rich history and a proven financial track 
record, we bring experience to every annuity we offer. Independent rating agencies have consistently recognized this strength: 

Empowering your retirement journey 
Let’s collaborate. Now is the time to work with your financial professional to craft a strong retirement plan you’re confident in. Assess how 
our values of choice, focus, and flexibility align with yours. Visit midlandnational.com.  
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Ratings are subject to change.
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