Retirement Readiness Checkup
No matter how near or far you are from retirement, the financial ratios below will help you get started, determine how well you are doing and help you get on, or stay on, track.
Saving to Annual Income (S/I)

Savings include the current value of all your investments (including tax deferred accounts).  Exclude the value of your home because unless you downsize significantly in retirement, its equity will not be available as income.  This ratio starts low and increases for older workers.
Example:  A 30-year old with an S/I of about 0.10 and an annual income of $40,000 should have $4,000 in savings.  But a 60-year old’s retirement savings should equal 8.8 times his or her income.
Debt to Income (D/I)
Debt includes current balances for all loans, including your mortgage, house equity loans, car loans and leases and credit cards.  This ratio starts high because younger people may still have student loans and would have to borrow more money relative to his or her lower income to cover expenses for housing, cars and children.
Example:  A 30-year old may have a D/I of 1.7 or $68,000 in debt for $40,000 in income.  Consequently, a 60-year old should have a D/I of 0.20 or less.
Readiness Checkup

Are you on track to have a retirement portfolio worth 12 times your income retirement income and no debt?  Those are the figures financial planner Charles Farrell recommends.  Use the table below to determine how well, or not so well, you are doing preparing for retirement.  It’s equally important to be increasing your retirement nest egg and reducing your overall debt as you mature in life and near your retirement date/age.
	Age (years)
	Saving to income

(S/I) ratio
	Debt to Income

(D/I) ratio

	30
	0.1
	1.70

	35
	0.9
	1.50

	40
	1.7
	1.25

	45
	3.0
	1.00

	50
	4.5
	0.75

	55
	6.5
	0.50

	60
	8.8
	0.20

	65
	12.0
	0.00


Saving Rate to Income

Charles Farrell also believes that people should be saving/investing at least 12 percent of their pre-tax income annually.  He says that if people can’t save that much each year, then their debt levels are too high or they’re going out to eat too often.

Example:  A 30-year old with an annual income of $40,000 should be putting away (investing) $4,800 annually for retirement. Likewise, a 60-year with an annual income of $100,000 should be socking away $12,000 annually.
(Adapted from Consumer Reports Money Advisor – July 2006)


