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Divorce — The Retirement Killer

Worse for baby boomers and more worse for women

It’s an unfortunate statistic that everyone knows - more than 50% of marriages will end in divorce. But it’s also

a statistic that has lost its impact. So, let’s try another tact.
In the United States, we see:

e 1divorce approximately every 36 seconds;

e Almost 2,400 divorces per day;

e 16,800 divorces per week; and

e 876,000 divorces a year.

Further, data from the Bowling Green's National Center for Family & Marriage Research shows that the divorce

rate for 55- to 64-year-olds more than doubled from 1990 to 2012 while divorces for the over-65 group tripled.

The Retirement Killer

Now, while every divorce is unique in its own way, the reality is that there is usually one common theme in all
divorces - it destroys retirement. And while every divorced person feels the financial impact, baby boomers

suffer more - and the impact among women baby boomers is among the worse.

According to a study from economists Claudia Olivetti of Boston College and Dana Rotz of Mathematica Policy
Research, the later in life a woman divorces, the more likely she will be working full time late in life.

Analyzing data from over 50,000 women, the researchers found that women who divorced in their 50s were
more than 10 percentage points more likely to be working full time from ages 50 to 74 - compared to women

who divorced before age 30.

And the immediate financial impact of divorce goes beyond legal fees. While the best of scenarios might see a
50/50 split of assets, the pie is always smaller than both parties realize. And once assets are divided, say in half,
then the expenses double - two homes to manage or rents to cover, two utility bills to pay, two car payments to
make, etc.
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Why is it worse for women, generally speaking? Well for many women - especially those with children - | often
see them trade away retirement assets to hold onto the family home. And sadly, this means they need to start
saving for retirement all over again - without the benefit of time.

The Cost of Starting Over

Let’s say you want to save $1 million dollars by age 67. It is certainly doable, but a lot depends on when you

start.
e Start at age 37, and you're putting away $546 a month to reach your goal.
e Begin at age 47, and you'd have to put away $1,497 a month.
e Wait until age 57, and you're putting away a hefty $5,168 a month.

e Wait age 62 and you'd have to stash $13,258 a month to reach $1 million by age 67.

Divorce and Poverty

Sadly, divorced people are much more likely to be poor in their 60s and beyond. Research from the National
Center for Family & Marriage Research shows the poverty rate is very low for married folks over age 62 who

never divorced. In fact, only 3.4% of this group are considered poor.

Meanwhile, 16% of single people divorced before age 50 are considered poor, and 19% of single people

divorced after 50 are considered poor. That’s 1 in 5!
But it gets worse for women:
e The poverty rate for single men divorced after age 50 is 11.4%

e The poverty rate for single women divorced after age 50 is a whopping 27%!

What to Do

If you're going through a divorce, here are three things that | ask you to do:

Watch Your Cash Flow. You should pay careful attention to the type of assets you receive in a divorce
settlement, because many of the “assets” are illiquid and can be difficult to quickly turn into cash. So while the
spreadsheet might show an equal split, you need to consider whether your half suits your needs, especially

with respect to current cash flow.

Consider Taxes. Consider the effect of redeeming retirement accounts in a divorce settlement. And know that
the $50,000 in a brokerage account might be “worth” more than $50,000 in a tax-deferred retirement account.
This is because you’ll pay tax on capital gains and dividends from the brokerage account whereas you have to
pay income tax (and maybe penalties) on withdrawals from a tax-deferred retirement account.
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Then there are tax implications for spousal support (alimony). Payment of spousal support is tax deductible

whereas receipt of spousal support is taxed as ordinary income.

One Final Thought

As your financial advisor and your friend, | wish you peaceful moments and stand ready to help you in any way |

can.

Find A Good Lawyer. Ask people that you know, do your Google research and interview lawyers. It’s a tedious
task, but an important one that is often overlooked. | am skeptical of flat-fee relationships, because often times
they don’t work, especially in fairly complicated divorces. And remember, your lawyer is not your therapist;

they are your legal advocate.
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Let’s Have a Conversation

Paul Litchfield, CPA, MBA

Financial Advisor

Five Star Wealth Manager* - Top 100 in Finance Magazine*

(617) 863-2147

(781) 552-9475
litchfieldfinancialgroup@claroadvisors.com
www.litchfieldfinancialgroup.com

100 High Street, Suite 950, Boston, MA 02110

Claro Advisors, LLC D/B/A Litchfield Financial, LLC

*See award disclosures on the following page.
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Disclosures

Disclosures: Litchfield Financial provides investment advisory services through Claro Advisors LLC (“Claro”) a registered investment advisor. Claro Advisors LLC ("Claro") is a
Registered Investment Advisor with the U.S. Securities and Exchange Commission ("SEC") based in the Commonwealth of Massachusetts. Registration of an Investment
Advisor does not imply any specific level of skill or training. Information contained herein is for educational purposes only and is not to be considered investment advice.
Claro provides individualized advice only after obtaining all necessary background information from a client. This report is not a financial plan and is not intended as a
solicitation or advice to purchase specific investments, but the information provided can assist you in evaluating your current financial situation and your ability to achieve
your investment goals. Any projection of investment outcomes is hypothetical in nature, does not reflect actual investment results, and is not a guarantee of future results.
Similarly, other information regarding various investment outcomes are hypothetical in nature, do not reflect actual results and are not guarantees of future results. The
projections may not include all taxes applicable to your situation. Past performance is no assurance of future results. Investments may fluctuate and lose value, and
unexpected market movements may result in changes in rates of return and anticipated performance. Claro does not provide legal or tax advice. The information herein is
general in nature and should not be considered legal or tax advice. Consult an attorney or tax professional regarding your specific situation. Claro will provide all
prospective clients with a copy of our current Form ADV, Part 2A ("Disclosure Brochure") prior to commencing an Advisory relationship. Please contact
compliance@claroadvisors.com or toll free at 800-604-2838 with any questions.

*The Five Star Wealth Manager award, administered by Crescendo Business Services, LLC (dba Five Star Professional), is based on 10 objective criteria. Eligibility criteria -
required: 1. Credentialed as a registered investment adviser or a registered investment adviser representative; 2. Actively licensed as a registered investment adviser or as a
principal of a registered investment adviser firm for a minimum of 5 years; 3. Favorable regulatory and complaint history review (As defined by Five Star Professional, the
wealth manager has not; A. Been subject to a regulatory action that resulted in a license being suspended or revoked, or payment of a fine; B. Had more than a total of three
settled or pending complaints filed against them and/or a total of five settled, pending, dismissed or denied complaints with any regulatory authority or Five Star
Professional’s consumer complaint process. Unfavorable feedback may have been discovered through a check of complaints registered with a regulatory authority or
complaints registered through Five Star Professional’s consumer complaint process; feedback may not be representative of any one clients’ experience; C. Individually
contributed to a financial settlement of a customer complaint; D. Filed for personal bankruptcy within the past 11 years; E. Been terminated from a financial services firm
within the past 11 years; F. Been convicted of a felony); 4. Fulfilled their firm review based on internal standards; 5. Accepting new clients. Evaluation criteria - considered: 6.
One-year client retention rate; 7. Five-year client retention rate; 8. Non-institutional discretionary and/or non-discretionary client assets administered; 9. Number of client
households served; 10. Education and professional designations. Wealth managers do not pay a fee to be considered or placed on the final list of Five Star Wealth Managers.
Award does not evaluate quality of services provided to clients. Once awarded, wealth managers may purchase additional profile ad space or promotional products. The
Five Star award is not indicative of the wealth manager ’s future performance. Wealth managers may or may not use discretion in their practice and therefore may not
manage their clients’ assets. The inclusion of a wealth manager on the Five Star Wealth Manager list should not be construed as an endorsement of the wealth manager by
Five Star Professional or this publication. Working with a Five Star Wealth Manager or any wealth manager is no guarantee as to future investment success, nor is there any
guarantee that the selected wealth managers will be awarded this accomplishment by Five Star Professional in the future. For more information on the Five Star award and
the research/selection methodology, go to fivestarprofessional.com. 3,580 Boston wealth managers were considered for the award; 463 (13% of candidates) were named
2020 Five Star Wealth Managers. 2019: 3,619 considered, 566 winners; 2018: 2,819 considered, 532 winners; 2017: 2,467 considered, 623 winners; 2016: 2,530 considered, 632
winners; 2015: 3,542 considered, 801 winners; 2014: 1,707 considered, 655 winners; 2013: 2,362 considered, 713 winners; 2012: 2,591 considered, 454 winners.

*The Top 100 in Finance award is designated by the Top 100 Magazine. The Top 100 Magazine utilizes proprietary software, which employs an algorithm to search a variety of
online resources for industry-specific terms and key words. These resources include social media, blog posts, peer reviews, and Google indices. Once the software has
compiled a preliminary list of qualified candidates, the Top 100 Magazine performs a manual analysis to verify top results and make final selection. The selection criteria is
based on who are financial advisors or wealth managers, which meets the following criteria: 1. Registered with the SEC as a registered investment adviser or a registered
investment adviser representative; 2. Not more than 1 filed complaint and never been convicted of a felony. Once selected, the Top 100 Magazine sends approximately 140
invites for the magazine, where final section is on a first come first serve basis. Those selected for the Top 100 Magazine may purchase additional profile ad space or
promotional products, but do not make any initial or additional fees for the award. The Top 100 Magazine selection is not indicative of the wealth manager ’s future
performance or an endorsement by the magazine. Working with a Top 100 Magazine advisor or wealth manager is no guarantee as to future investment success, nor is there
any guarantee that the selected wealth managers will be awarded this accomplishment in the future.
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