
The pandemic’s impact on the sandwich generation’s retirement preparations 
Part of the fallout from the COVID-19 pandemic has been the increased pressure on the group of people 
known as the “sandwich generation” — those responsible for caring for younger children and aging 
parents. A recent survey found that the demographics of the sandwich generation are changing.1 Today, 
millennials make up the largest segment at 40%, while Gen Xers represent 34% and baby boomers come 
in at 13%. Also, 54% of the people in the sandwich generation said they were spending more each 
month on caregiving since the start of the pandemic, and 23% report spending an extra $200 or more 
per month. As a result, 30% say they are saving less for retirement.  
 
In other words, a significant number of millennials are saving less for retirement due to the impact of 
the pandemic and their responsibilities of caring for younger and older family members. Remember, a 
“millennial” is someone born between 1981 and 1996 (ages 24 to 39 in 2020). If you fall in this category, 
you’re either in the early stages of your working life or just entering your prime earning years — both of 
which are important times for your retirement saving strategy.  
 
The earlier you start saving for retirement, the more time you have to benefit from the power of 
compound growth, where any earnings from your investments get reinvested and have the potential to 
generate additional earnings. And as your income increases with each raise throughout your career, the 
more you may have available to contribute to your account. So, neglecting to save for retirement or 
reducing the amount you save at this time can have a significant impact on your future retirement 
readiness.  
 
If you’re having trouble balancing current financial needs with the goals you have for your retirement, 
talk to your local plan representative. They can discuss with you possible strategies for finding room in 
your budget to continue to save for retirement — or other steps you can take to make the most of what 
you can contribute. The bottom line: you’re not alone. If you have questions about how to stay focused 
on your future in the midst of current challenges, book some time with your plan representative.  
 
1 cnbc.com, Rising costs, less in savings: How the pandemic is slamming the “sandwich generation,” November 27, 2020. 

  



The advantages of “tax-advantaged” saving 
Saving now for the life you want tomorrow is smart — but not all kinds of saving are created equal. 
Saving for retirement through your employer-sponsored retirement plan has certain benefits that you 
may not have when trying to save an equivalent amount on your own. The reason: your retirement 
account offers you a “tax-advantaged” way to save. 
 
Here’s what that term means. With traditional pretax contributions, the money you contribute to your 
account comes out of your paycheck before taxes are calculated and deducted. This could potentially 
lower the amount you pay in taxes each pay period. It also means that some of the money you would 
have paid in taxes is instead invested in your chosen investment options. Another way your account is 
tax-advantaged is that the money you would have paid in taxes each year on any earnings your 
contributions generate also gets reinvested.  
 
You will eventually have to pay taxes on the money you contribute and any earnings from your pretax 
contributions — which is typically when you withdraw that money for retirement income. However, 
you’ll probably have years, even decades, in the meantime when that money can work hard behind the 
scenes to help build up your future retirement income. 
 
If your plan offers Roth contributions, you have another tax-advantaged way to save. Roth contributions 
come out of your paycheck after taxes are deducted — but you don’t pay taxes on qualified 
withdrawals. 
 
Keep in mind that if you had chosen to save and invest on your own, outside of your plan, you would 
probably have paid taxes on the amount you invested — and you may have had to pay taxes each year 
on any earnings from your investments.  
 
Tax-advantaged saving is one of the reasons that your employer-sponsored retirement plan is such a 
great benefit. But don’t forget that the IRS limits the amount you can contribute in a single year. For 
2021, the limit is $19,500. People aged 50 and older can contribute an additional $6,500 (for a total of 
$26,000), thanks to catch-up contributions. Do you have questions on tax-advantaged saving? Your local 
plan representative can help. Schedule a call today. 
  



 

Making the switch from retirement saving to retirement income 
Is your retirement date in sight? Congratulations! It’s time for an important transition. After years — 
even decades — of saving and investing, you’ll eventually switch gears and begin to use the assets that 
you’ve accumulated for retirement income.  
 
Making the switch may not be as straightforward as it sounds. But with a little planning, you can make a 
smooth shift from retirement saving to retirement income. Here are a few suggestions to get you 
started: 
 

● Create a budget — How much retirement income will you need to live the life you want? 
According to one commonly used estimate, we’ll need to replace at least 70% of working 
income to maintain our lifestyle in retirement.1 Keep in mind, though, that this is just a rough 
guideline. You may need more or less some years, depending on your spending, your healthcare 
expenses and other factors. To manage your retirement finances appropriately, you’ll probably 
need to budget in the same way you budgeted during your working years. 

● Develop a spend-down plan — For most people, retirement income will come from multiple 
sources, such as their employer-sponsored retirement plan, Social Security benefits, pension 
benefits, part-time wages, IRAs and personal savings. However, it may be more to your 
advantage to rely more on some sources than others at different times throughout your 
retirement, depending on factors such as your income tax liabilities. Talk to your local plan 
representative about creating a “spend-down plan” that makes sense for your situation. 

● Understand your distribution options — When it’s time to withdraw money from your 
retirement plan account, you have choices: periodic payments, a lump sum, a partial lump sum, 
and transferring some or all of your balance to another eligible account. You’ll want to choose 
the option — or mix of options — that offers the best fits with your retirement income needs. 

● Consider staying in the plan — Finally, be aware that just because you’ve left employment 
doesn’t mean you have to close out your retirement plan account. If you like your employer’s 
plan and all that it offers, you can keep your money right where it is and continue to access the 
plan features and services that you’ve used all along.3Remember, though, that the IRS requires 
that you eventually begin making withdrawals each year (known as required minimum 
distributions or RMDs).2 

 
If you have questions about making a smooth transition from retirement saving to retirement income, 
talk to your local plan representative. They’re here to help! 
 
1 ssa.gov, The Changing Impact of Social Security on Retirement Income in the United States, 2003/2004. 
2 irs.gov, Retirement Topics – Required Minimum Distributions (RMDs), September 23, 2020. 
3 Plan provisions may provide for the automatic distribution of small balances. 

 

  



Take retirement planning off your list of worries 
It’s probably no surprise that the COVID-19 pandemic has been a major source of anxiety for people. 
One study found that symptoms of anxiety were three times more prevalent during the pandemic than 
in the same period of 2019.1 And one source of that anxiety is related to retirement saving. According to 
a recent survey, 32% of Americans regret saving too little for retirement during the pandemic.2 
 
The good news is that your employer-sponsored retirement plan can help you tackle that anxiety  
head-on. It makes saving for retirement automatic with each paycheck — and you can increase the 
amount you save at any time.  
 
However, if your circumstances don’t allow you to save more right now, you can still do things to 
improve your control of your retirement finances. You can review your investment choices to make sure 
they align with your tolerance for risk, your retirement income goals, and your planned retirement date. 
You can verify or update your beneficiary designation. And you can check out the online training, 
calculators, and other planning resources on the plan website, so you can make informed decisions 
about your current and future financial situation. Best of all, you can schedule a one-on-one 
conversation with a plan representative to discuss the specific challenges you face and the possible 
solutions to those challenges.  
 
Even under normal circumstances, life can be stressful enough — but you can reduce at least some of 
the anxiety you may feel about your retirement by doing a few simple things that help put you in control 
of your future finances. And taking control can even be good for your health! One study found that 
having a stronger sense of control over one’s life reduced mortality risk by 13%.3 In other words, doing 
something good for your future can also improve your current wellbeing.   
 
1 cdc.gov, Mental Health, Substance Use, and Suicidal Ideation During the COVID-19 Pandemic – United States, June 24-30, 2020, 
August 14, 2020. 
2 asppa.org, Retirement Saving Behavior and the Pandemic, October 5, 2020. 
3 theatlantic.com, Study: Feeling In Control Prolongs Life, February 7, 2014. 
 

 
 
Investing involves risk, including possible loss of principal. 
 
Securities offered and/or distributed by GWFS Equities, Inc., Member FINRA/SIPC. GWFS is an 
affiliate of Empower Retirement, LLC; Great-West Funds, Inc.; and registered investment advisers, Advised 
Assets Group, LLC and Personal Capital. This material is for informational purposes only and is not 
intended to provide investment, legal or tax recommendations or advice. 
 
©2021 Empower Retirement, LLC. All rights reserved. GEN-938870-0321 RO1561281-0321  
 
 


