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FIDELITY’S 20TH ANNUAL RETIREE HEALTH CARE COST ESTIMATE HITS NEW HIGH:
A COUPLE RETIRING TODAY WILL NEED $300,000 TO COVER MEDICAL EXPENSES, AN 88%
INCREASE SINCE 2002
●

Affording Health Care Is Top Stressor When Thinking About Retirement, Yet 58% of Employees Say
They’ve Spent Little or No Time Planning to Meet Costs1
●

Since Start of Pandemic, 1-in-5 Employees Within Ten Years of Retirement Say They Are
Accelerating Plans to Leave the Workforce2

● Investing in a Health Savings Account (HSA) Now Can Help Meet $300,000 Target and Beyond
BOSTON, May 7, 2021 – Fidelity Investments®, one of the industry’s most diversified financial
services firms and a leader in creating dynamic employee benefits programs, today announced its 20th
annual Retiree Health Care Cost Estimate. According to Fidelity, a 65-year old, opposite-gender
couple retiring this year can expect to spend $300,0003 in health care and medical expenses
throughout retirement. For single retirees, the 2021 estimate is $157,000 for women and $143,000 for
men.
This year’s estimate marks a new milestone high, up 30% from 10 years ago when the amount
was $230,000, but just 1.7% from 2020 ($295,000) as health care inflation has remained relatively flat
over the last few years. Fidelity began measuring in 2002 to build greater awareness of estimated
health care costs and the importance of starting to plan and save early to meet those anticipated
expenses. Since then, the estimate has risen a total of 88% (from $160,000).
“While this past year has certainly made protecting our health today a priority, we need to do
the same when planning for future health care needs,” said Hope Manion, senior vice president,
Fidelity Workplace Consulting. “Covering health care costs is one of the most significant, yet
unpredictable, aspects of retirement planning. By providing this estimate for retirees, we want to
increase awareness among people of all ages to help them proactively get more engaged in saving
and investing, so they can be better prepared in years to come.”
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Broader awareness is much needed, as 58% of current employees say they have spent little or
no time thinking about what they need to cover in retirement. Even among those who have, 50%
believe they’ll need just $50,000 or less to meet health care expenses4.
Fidelity’s estimate assumes both members of the couple are enrolled in traditional Medicare,
which between Medicare Part A and Part B covers expenses such as hospital stays, doctor visits and
services, physical therapy, lab tests and more, and in Medicare Part D, which covers prescription
drugs.
How to Save $300k, and Beyond
While Fidelity’s estimate is for an opposite-gender couple retiring this year, it also should be a
call to action for younger Americans to start saving early and consistently, as health care costs will
likely continue to rise. Diligent savings habits and utilization of accounts where savings can be
invested are powerful tools in helping to build a health care nest egg, regardless of age.
The good news is saving for both retirement and health care is on the rise. Fidelity’s own
customer data, representing millions of working Americans across the country, reported record high
savings rates and balances across 401(k), 403(b) and IRA accounts at the end of 2020. As well, Fidelity
has seen a significant increase in new Health Savings Account (HSA) openings (19%), with total assets
growing 52% to surpass $10 billion this past year.
“While higher savings rates and growing balances are good news, the goal of saving toward a
significant amount like $300,000 can be daunting. But it is achievable with some planning,” added
Manion. “We continue to see many HSA owners not using these accounts to their full potential, in
particular not using the power of investing to potentially grow their savings. And that’s the step that
can make a big difference, especially for younger people with time on their side.”
The ability to invest contributions for potential growth, tax-free, is one of the most valuable
aspects of an HSA, but it is also one of the most underutilized. At the start of the year, just 16.5% of
Fidelity HSAs were invested. Though this figure is more than double the industry average5 and an
increase from 11.2% at the beginning of 2020, this still represents a significant missed opportunity for
those with cash balances intended to be used for future health expenses.
Consider a couple saving and investing their annual HSA contributions over a 30-year period,
taking into account that a future health care savings goal will likely be greater than $300,000 over
time. The chart below shows two examples. First, by maxing out HSA savings opportunities and
investing at an average hypothetical 7% annual rate of return, a couple could potentially accumulate
$300,000 after approximately 18 years, and a balance of nearly $1 million after 30 years.6
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Since not everyone is able to do that, the second example represents a couple who contributes
the maximum, withdraws 50% each year to pay for current qualified medical expenses but leaves the
remaining 50% invested, also earning an average 7% return. This balance still has the potential to
grow to $300,000 after about 25 years, reaching nearly half a million dollars after the 30-year time
frame illustrated below7.

Learn more here about investing options within an HSA and other benefits of these taxadvantaged accounts to help grow savings for future expenses.
COVID-19 Impact on Retirement Plans, and How to Bridge a Health Care Gap
Sometimes even with a plan in place, as you get closer to retirement there can be a need to
adjust, either by choice or necessity. According to a recent Fidelity study, 82% of Americans say the
pandemic has impacted their retirement plans8. For those within 10-years of retirement, one-in-five
(22%) say they are accelerating their timeline to leave the workforce9. Of this group, 80% are under
the age of 65, meaning they will need to bridge their health care options before eligibility for Medicare
kicks in.
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These options may have additional financial implications that need to be considered and
planned for. Fidelity’s “Your bridge to Medicare” provides an overview of health coverage options to
consider for anyone who may be retiring before the age of 65 and resources to help make educated
decisions and build a plan, including a 4-question widget to identify what options may align best
with your situation.
For more guidance and decision support, those getting ready to retire are encouraged to take
advantage of planning resources that may be available:
•

Meet with your employer’s HR department: While still employed, look into what health care
benefits, if any, their employer may offer in retirement. Even having access to group coverage
or professional support in choosing bridge health care options or a Medicare plan when the
time comes can be valuable benefits.

•

Talk with a financial professional: In addition to over-all retirement and health care planning
support, long-term care needs are difficult to predict and are not included in Fidelity’s
retirement health care cost estimate, so it’s recommended that pre-retirees meet with a
financial professional to discuss potential needs based on their current health, family history,
and other personal factors. The earlier people start to explore options, the more affordable
policies may be, if you decide long term care is right for you.

Additional Fidelity Resources for Managing Your Health Care Journey Today and Into Retirement
•

Power of Confidence podcast series focuses on how confidence enables us to make informed
decisions in relation to health and finance. Hear from expert behavioral health scientists as
they share their insights and best practices.

•

Fidelity’s Pulse on Health Care is a digital magazine sharing small steps everyone can take to
tend to their health and wellness to keep themselves on a positive path for a better year.

•

Online HSA hub answers the most frequently asked questions and prevalent misconceptions
about HSAs and HSA-eligible health plans, as well as how to maximize their benefits.

•

Viewpoints articles on planning for health care: 3 healthy habits for health care savings
accounts; How to plan for rising health care costs; 5 ways HSAs can fortify your retirement, 6
key Medicare questions

About Fidelity Health Care Group
Fidelity’s Health Care Group brings a unique value to solve several critical health care benefits needs
for employer and employees: managing health care expenses, planning for health care in retirement,
and navigating health care events. These needs drive the group’s focus across the Health Savings
Account (HSA), Health and Welfare (H&W) Administration, Digital Health Care Benefits and Fidelity
Medicare Services® businesses.
About Fidelity Investments
Fidelity’s mission is to inspire better futures and deliver better outcomes for the customers and
businesses we serve. With assets under administration of $10.3 trillion, including discretionary assets
of $3.9 trillion as of March 31, 2021, we focus on meeting the unique needs of a diverse set of customers:
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helping more than 35 million people invest their own life savings, 22,000 businesses manage employee
benefit programs, as well as providing more than 13,500 institutions with investment and technology
solutions to invest their own clients’ money. Privately held for more than 75 years, Fidelity employs
more than 47,000 associates who are focused on the long-term success of our customers. For more
information about Fidelity Investments, visit http://www.fidelity.com/about-fidelity/our-company.
###
Keep in mind that investing involves risk. The value of your investment will fluctuate over time, and you may
gain or lose money.
Fidelity 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
Past performance is no guarantee of future results.
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