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		Abstract

		This paper updates previous estimates by the Employee Benefit Research Institute (EBRI) on savings needed to cover health insurance premiums and health care expenses in retirement.  This report discusses the model used to estimate the amount of savings needed, the savings targets, and reasons for the recent increase in savings targets.  This analysis does not factor in the savings needed to cover long-term care expenses.  Medicare beneficiaries pay a share of their health expenses out-of-pocket because of program deductibles and other cost sharing.  In 2015, a 65-year-old man needs $68,000 in savings and a 65-year-old woman needs $89,000 if each has a goal of having a 50 percent chance of having enough money saved to cover health care expenses in retirement.  If either instead wants a 90 percent chance of having enough savings, $124,000 is needed for a man and $140,000 is needed for a woman.  Savings targets increased from 6-21 percent between 2014 and 2015.  For a married couple both with drug expenses at the 90th percentile throughout retirement who want a 90 percent chance of having enough money saved for health care expenses in retirement by age 65, targeted savings increased from $326,000 in 2014 to $392,000 in 2015.  The main reason for the increase in needed savings is related to the adjustment that is made each year to rebaseline out-of-pocket spending associated with prescription drug use.  As a result of the rebaselining, data on out-of-pocket spending for prescription drugs for 2012 and beyond have increased.  The Patient Protection and Affordable Care Act (PPACA) is reducing cost sharing in the Medicare Part D coverage gap or so-called â€œdonut hole.â€�  By 2020, coinsurance in the coverage gap will be phased in to 25 percent.  This year-to-year reduction in coinsurance will continue to reduce the savings needed for health care expenses in retirement, all else equal, for individuals with the highest drug use, which is one reason why this analysis finds past reductions in needed savings for health care expenses in retirement.  Improvements in the outlook for growth in premiums related to the Medicare program also contributed to past declines in savings targets.  However, more recently, these declines were offset by larger increases in out-of-pocket spending on prescription drugs as a result of rebaselining. 
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