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The size of the generation has created a
“Boomer era” from 1980 to 2019
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Boomers have earned more at every age
than prior generations

Real disposable annual income per household by coho rt
$ Thousands, 2000
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In aggregate, real income has seen a near-twofold

Increase, 1985-2005
Aggregate real disposable income
$ Billions, 2000
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[ ] Characteristics

80% of Boomer income growth is due ot
to onetime factors

Boomer cohort

Drivers of change in total income across cohorts
measured at the same age*
$ Billions, 2000

Silent Large More Higher Economy  Boomer
income increase in house- returns to effect income

1985 population holds education 2005
and work

Contribution @

* Decomposition compares 10 year cohorts at the same age: Early Boomers vs. Early Silents at age 55;
Late Boomers vs. Late Silents at age 45. Age refers to cohort midpoint.

Source: McKinsey Global Institute US Consumer Model, v7.2




Silents followed historical pattern of saving during
peak earning years

Saving rate by cohort, household balance sheet meas ure —> Forecast
Percent of disposable income
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Boomer saving rates have not peaked during
prime earning years like previous generations

Saving rate by cohort, household balance sheet meas ure —> Forecast
Percent of disposable income
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Two-thirds of boomers are unprepared

Early Boomer households retirement preparation, 200
100% = 20.6 million households

100% —

Unprepared

Prepared 31 38

Net financial Net financial

assets only assets and
monetized
home equity

Source: McKinsey Global Institute US Consumer Model, v7.2; US Aging Consumer Survey, 2007




Boomers fall into three attitudinal groups

Distribution of Early Boomer households by attitude , 2006
100% = 20.6 million households; $ Thousands 2000

Disadvantaged
After-tax Net
income worth

Mean| 19 130
Median| 17

280 Confident
(5.7 million G (affluent & unaware)
household . i
ouseholds) @5 il After-tax Net
iIncome worth

households)
Mean|111 878

After-tax Net Median| 79 414

income worth

Mean| 86 366
~ Median| 69 148

Note: Boomers aged 50-61 when surveyed used as a proxy for total Boomer cohort.
Source: McKinsey Global Institute US Consumer Model, v7.2; US Aging Consumer Survey, 2007




Prolonging saving has a dramatic impact Bl Unprepared

[ ] Prepared

Early Boomer households retirement preparation, 200
100% = 20.6 million households

Net financial assets and
Net financial assets only monetized home equity
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Baseline  Prolonged Baseline  Prolonged
savings savings
scenario scenario

Source: McKinsey Global Institute US Consumer Model, v7.2; US Aging Consumer Survey, 2007




Working longer is the best option because of

wider spillovers in the economy
Real GDP growth under different scenarios, 2000-202 5
CAGR (percent)

Baseline Working longer Restrain spending

1985-2006 3.0 _ 3.0 3.0

2007-2016 : 2.9 2.5

2007-2025 : 2.7 2.4

2007-2035 : 2.5 2.3

Cumulative GDP
difference vs. baseline
$ Billions, 2000

Source: McKinsey Global Institute US Consumer Model, v7.2




Financial needs are primary reasons = Financial reasons

for working longer

Likelihood of returning to work
Percent of non-retired Boomers

Not very likely,
Not at all likely

Extremely
likely,
38\ Very likely

Somewhat
likely

Source: US Aging Consumer Survey, 2007

Primary reason for expecting to
work in retirement
Percent of Boomers expecting to work

" Make positive change
Enjoy job, skills in demand

Want to stay busy,
social interaction

Need benefits

Maintain or improve
lifestyle

Meeting expenses




Even under the working longer scenario, the need
for government programs does not go away

Early Boomer households retirement .

preparation using financial assets Unprepared households

and home equity, 2006 by income bracket

100% = 20.6 million households -~ 100% = 6.4 million households

100% — 00+ mmEm

20

Unprepared
29 95%

have net
worth
<100k

Income bracket
$ Thousands, 2000

Prepared 38

Baseline Working
longer

Source: McKinsey Global Institute US Consumer Model, v7.2; US Aging Consumer Survey, 2007




There are three priority issues that must be
addressed to encourage longer working lives

Reallocate
health insurance
CcOSts

Enable business
to offer flexible
work
Remove
disincentives to
working longer

Source: McKinsey Global Institute
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