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Andrea Blackwelder, a certified financial planner and president of Wisdom Wealth Strategies in Denver tells the story of an
elderly neighbor who recently put his house up for sale. According to Blackwelder, the man had been living in her
neighborhood for about 60 years.

As the family was moving his things, Blackwelder spoke with the man’s daughter for a few moments. When questioned
about the reasons for the move, the daughter confessed that her father “couldn’t afford to live there anymore.”

The daughter explained that her father couldn’t afford the mortgage payments following a refinance/cash out that he
completed a few years prior.

And that story just might get repeated in some form or fashion over and over again given the results of a study just
released by the Employee Benefits Research Institute, a private, nonpartisan, nonprofit research institute based in
Washington, D.C.

According to EBRI, a larger share of older American families had debt in 2013, and those with debt loads that are
considered problematic also increased.

The EBRI report finds that among American families with family heads ages 55 or older, debt has increased from 63.4% in
2010 to 65.4% in 2013, the latest for which data are available. Compared with the 1992 level of 53.8%, the 2013 level is
up more than 10 percentage points.

Furthermore, the percentage of these families with debt payments greater than 40% of income — a traditional threshold
measure of debt load trouble — increased in 2013 to 9.2% from 8.5% in 2010.

What’s to blame for the increase? According to Craig Copeland, EBRI senior research associate and author of the report,
the primary cause of rising debt load happens to be, yes you guessed it, Americans’ homes.

“Housing debt drove the change in the level of debt payments in 2013, while the nonhousing (consumer) debt-payment
share of income held stable from 2010,” Copeland said in a release. “Housing debt was the major component of debt for
families headed by individuals ages 55 or older.”

What’s more, Copeland said debt levels among those with housing debt have obvious and serious implications for the
future retirement security of these Americans, and perhaps most significantly that these families are potentially at risk of
losing what is typically their most important asset — their home.

To be fair, other debt measures improved. For instance, total debt payments as a percentage of income decreased from
11.4% in 2010 to 10% in 2013, and average debt decreased from $80,465 in 2010 to $73,211, while debt as a percentage
of assets decreased from 8.5% in 2010 to 8.1% in 2013.

Another bright spot. The percentage of American families with the oldest family heads were the least likely to have had
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debt: in 2013, for example, 78.5% of families with heads ages 55–64 held debt, compared with 41.3% of those with heads
ages 75 or older. Still, the percentage with debt increased from 2010 to 2013 for families headed by individuals in each
age group studied:

For those families with heads ages 55–64, the percentage with debt increased from 77.6% in 2010 to 78.5% in
2013.
Among those families with heads ages 65–74, the percentage with debt increased from 65.0% to 66.4%.
For those families with heads ages 75 or older, the increase was from 38.5% to 41.3%.

Read Debt of the Elderly and Near Elderly, 1992–2013.

Create a plan of attack
So what might you do if you’re facing debt issues? Creating a plan of attack for debt is the most important,” said Jeffery
Nauta, a certified financial planner with Henrickson Nauta Wealth Advisors in Belmont, Mich.

Start with higher interest rate debt first then work your way down. He recommends using a budgeting system such as
Quicken or Mint to help you track expenses so that you aren’t adding more debt. “We’ve seen some student loan debt later
in life as well,” he said. “Remember, student loan debt dies with the individual and may be at favorable interest rates if they
were refinanced a number of years ago, so this can often be one of the last loans to pay off.”

Communicate
Blackwelder said there are at least two ways to deal with debt: One, make sure you or your elderly relatives are properly
educated about financial decisions, and two, keep family communication lines open in hopes that the younger generation
can help the older generation make good financial decisions.

“Earlier in the financial planning process, long before the ‘very elderly’ stage, there’s opportunity for advisers to work with
clients to help them understand and evaluate the risks of debt in retirement,” said Blackwelder. “While many clients now
carry mortgage debt and credit card debt into retirement, the idea of paying off one’s home should be one that is
evaluated. Despite the historically low levels of interest rates and the age-old argument about taxes. After all, the cost of
servicing debt, especially consumer debt with high interest rates, very well may outstrip the growth of investments when
income is taken and inflation plays its part, leaving income that doesn’t keep up with debt payments in later years.”

Blackwelder also said it’s worth considering what role, if any, fraud against the elderly and/or improper mortgage practices
play in more older Americans families taking on debt.

Are you overhoused?
Another financial planner, meanwhile, said it’s wise to evaluate whether you’re overhoused, whether the expense of
owning a house — mortgage, insurance, taxes, and maintenance — are in line with your income and assets. “We talk to
people all the time about the costs of being over housed,” said Doug Gross, a certified financial planner with Raymond
James Financial Services in Saline, Mich.

Gross, for instance, mentioned that he has client with an income of $200,000 and a 1.5 million in real estate between a
house and a cottage. “He can’t seem to get his head around the fact that all his funds are going into taxes, insurance,
interest payments and maintenance,” said Gross. “People should live in homes that are appropriate for their income, this is
very doable in the Midwest. I can only imagine what a nightmare it is on the coasts.”

When asked what might be appropriate benchmarks to use when evaluating whether one might be overhoused or not,
Gross said he uses the below chart.

Measuring up
Are your finances on track? Look below. If you’re age 50 and earn $100,000, you should have at least $640,000 in
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investments and less than $75,000 of debt.

Investments-to-income Debt-to-income
Age $100,000 $175,000 $250,000
30 3.6 3.8 3.8 1.70
35 4.4 4.7 4.7 1.50
40 5.1 5.8 5.8 1.25
45 5.9 7.2 7.2 1.00
50 6.4 8.6 8.9 0.75
55 6.7 10.3 11.0 0.50
60 8.3 12.0 13.7 0.20
65 9.9 14.2 16.2 0.00
Source: The Wall Street Journal

“Unfortunately most people are five to 10 years behind on the debt,” Gross said. “At 50, they have debt they should have
had at 40.”

Gross also suggested that the ratios of debt payment-to-income that banks use is valuable; house payments should not
exceed 30% of net pay when you take out the mortgage. “I’d think most people fell below this when they got the loans but
the problem is of course refinancing and never paying them down,” he said.

Consolidate high interest debt or downsize
Nauta also said older Americans might consider consolidating high interest rate debt such as credit cards by refinancing
their home or using a home-equity loan.

“The interest rate will be dramatically lower and you’ll be able to pull it off faster,” he said. Yes, there will be appraisal and
closing costs, “but for even moderate size credit card balances, you’ll fare much better transferring that debt to a home-
related debt,” Nauta said.

Another option: “Downsizing your home can give you equity to pay down debt as well,” Nauta said. “That’s another reason
to take a hard look at that condo.”

Robert Powell is editor of Retirement Weekly, published by MarketWatch. Follow his tweets @RJPIII. Got questions about
retirement? Get answers. Send him an email here.
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