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THE BOOMER EFFECT:

What Advisors Need to Know about
the $18 Trillion Wealth Transfer

Over the next
eight years,
more than $18 trillion of wealth1 is

projected to transfer from baby boomers
to their adult children, according to a 2012
TD Ameritrade study of younger and older
Americans. While this equates to potential
new business opportunities for financial
advisors and planners, a second study
estimates that a whopping 95 percent
of next-generation investors plan to fire
their parent’s advisor when the transfer
happens². What this means is, regardless
of the level of service and attention advisors
and their firms provide their baby boomer
clients today, those who don’t have a plan

“95%

of next
generation
investors say
that they plan
to fire their
parent’s financial
advisor”…

to bring heirs in as clients early on may be
left out in the cold.

To stay ahead of the trend, and to retain
and grow business, the easiest way for

when the wealth
transfer event
happens².

advisors to secure heirs as clients is to
begin serving them before the wealth
transfer event happens. Just like anyone
you do business with -- a mutual fund
wholesaler or the hardworking mechanic
down the street -- customer loyalty comes
when the client places high value on the
product and relationship they have with
their service provider. So how can advisors
easily engage heirs and provide value
today? By solving what is quickly becoming
a national financial planning challenge
for many unaware Gen-Xers before it
overtakes their financial security: the high
likelihood that one or more of their parents
will require long-term care.

1 TD Ameritrade (2013, May 9). Whiteboard Animation. Whiteboard Animation Studio.
Retrieved December 18, 2014, from http://www.whiteboardanimation.com/td-ameritradewealth-shifts/
2 Think Advisor (2016, March 1). How Advisors Can Stop Losing Clients’ Heirs as Clients.
Retrieved March 16, 2017, from www.thinkadvisor.com/2016/03/01/how-advisors-can-stoplosing-clients-heirs-as-clie
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The Boomer Effect in Numbers:
97%

70%

91%

More than 97 percent
of Americans make no
advanced plans for their
eventual senior care
needs3.

Yet 70 percent will require
some form of care in their
lifetimes4.

For couples, there is a 91
percent chance that one
of them will require care4.

A majority of Americans
falsely believe that their
medical insurance will pay
for long-term care5.

The cost of senior care
may range from $32,760
per year for in-home care
to more than $102,930
per year for convalescent
care6.

A 70 percent probability means that senior care is the most insurable event in our
lives and yet less than three percent of the U.S. population maintains long-term care
insurance. With such a significant need, why do so few plan ahead? The first reason is
the misconception by most Americans that long-term care will be paid for by their medical
insurance5. It is understandable that making plans for the last few years of life is at the least
an uncomfortable discussion for some families. Some may simply assume there will be
government assistance when the time comes. The reality is that Medicaid will pay for most
long-term care patients in the U.S., but it is targeted to those with low income and fewer
assets. For clients in the middle-class, it can come at a great price. For some boomers,
even after spending down assets, Medicaid looks to see if assets were liquidated to qualify,
and in the end uses a recapture provision to get repayment from the estate. Oftentimes,
there is nothing left for the heirs after an extended convalescent stay.

3 American Association for Long-Term Care
Insurance. Retrieved December 18, 2014 from
www.aaltci.org/long-term-care-insurance/learningcenter/fast-facts.php
4 USA Today (2016, October 18) “Five Facts You
Didn’t Know About Retirement” USA Today, Oc
18, 2016 Jason Hall. Retrieved March 16, 2017,
from http://www.usatoday.com/story/money/
personalfinance/2016/10/18/facts-retirementsocial-security-long-term-care/91430992/
5 The Long-Term Care Poll. “Long-Term Care in
America: Expectations and Preferences for Care
and Caregiving.” Retrieved March 16, 2017, from
www.longtermcarepoll.org/Pages/Polls/long-termcare-in-america-expectations-and-preferences-forcare-and-caregiving-research-highlights.aspx
6 John Hancock (2016). “Cost of Care Survey.”
John Hancock. Retrieved March 16, 2017,
from www.jhltc.com/uploadedFiles/PDFs_for_
Newslinks_and_Banners/September_2015/
LTC_1167_0916_FINAL(3).pdf

“NOT ONLY CAN CARE
BE PROVIDED LESS
EXPENSIVELY IN THE HOME,
EVIDENCE SUGGESTS
THAT HOME CARE IS A KEY
STEP TOWARD ACHIEVING
OPTIMAL HEALTH OUTCOMES
FOR MANY PATIENTS. THESE
STUDIES SHOW THAT HOME
CARE INTERVENTIONS
CAN IMPROVE QUALITY
OF CARE AND REDUCE
HOSPITALIZATIONS DUE TO
CHRONIC CONDITIONS
OR
ADVERSE EVENTS.”7
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A reverse mortgage is a government-insured loan for those
aged 62 and older, with no monthly loan payments for as
long as the borrower lives in the home, continues to pay
taxes and insurance and maintains their home.

In light of these facts, it is important that advisors familiarize
themselves with the various forms of senior care. Most know
about in-home care, assisted living and convalescent care, in
general. However, most are not aware that in-home care may

7 Home- The Best Place for Health Care: A Positioning Statement from The Joint
Commission on the State of the Home Care Industry. Retrieved March 16, 2017,
from www.johnahartford.org/images/uploads/resources/Home_Care_position_
paper_4_5_111.pdf

provide some distinct advantages in certain situations.
A report published by the Joint Commission states that, “Not
only can care be provided less expensively in the home,
evidence suggests that home care is a key step toward
achieving optimal health outcomes for many patients. These
studies show that home care interventions can improve
quality of care and reduce hospitalizations due to chronic
conditions or adverse events7.”
If your clients are over the age of 60, they may have missed the
window to purchase affordable long-term care insurance. Each
year after age 60, premiums become extraordinarily high and
it also becomes more likely that your client will not medically
qualify for the insurance. If your client is not affluent, senior care

If long-term care insurance is not a viable option, consider a

costs could quickly impact their retirement income, requiring they

standby reverse mortgage line of credit. A reverse mortgage is

liquidate their portfolio for cash or seek financial assistance from

a government-insured loan for those aged 62 and older, with

their adult children.

no monthly loan payments for as long as the borrower lives in

Advisors can use this opportunity to serve both their clients and
their heirs, establishing value and gaining the trust needed to
engage heirs as new wealth management clients. Start by having
a senior care planning conversation with your age 60+ clients.
Review the extremely high statistics associated with long-term
care needs, how senior care needs may affect their financial
plans and ultimately, those of their heirs. Next, determine the best
solution to cover the cost of care.

the home, continues to pay taxes and insurance and maintains
their home. A unique feature of the FHA reverse mortgage that
many are surprised to learn about is the growing credit line.
When used as a standby line, the unused portion grows at a
rate of 1.25% over the interest rate, compounding monthly. As
the borrower ages, the line continues to grow, providing access
to significantly more funds in the future. This makes the reverse
mortgage a superior funding tool versus that of a traditional home
equity line of credit, or HELOC, which doesn’t grow over time

“My associates at Texas Tech and I have researched
the use of a Reverse Mortgage as a market volatility risk
management strategy and an alternative to traditional
longevity insurance. Our conclusion is that reverse
mortgages should be considered in both cases. Phil,
in this thoughtful and important article, has added one
more reason for advisors to consider reverse mortgages
in planning for their clients.”
- Harold Evensky, CFP, President of Evensky and Katz

and requires monthly payments.
Since senior care needs usually
come unexpectedly in the form of
a broken hip from a fall, a heart
attack, etc., the best strategy for
millions of seniors may be to set
up the standby line of credit in
advance, so funding is ready when
needed. In the meantime, the
credit line growth rate is at work,
steadily increasing available funds
over time (fig. 1).
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Once your client has a senior care

Think about your senior clients and the

real explosion is about to occur as the

funding plan in place, ask to bring their

impact that a six-figure long-term care

senior care issue potentially impacts their

adult children into the conversation.

expense could have on their financial

financial plans. The lucky ones will work

Meet together, if possible, and show

plans. How might that affect their goal to

with their advisors to architect a plan

them how this plan protects them

pass assets on to heirs? The senior care

that addresses contingencies should this

financially by mitigating the need to

planning conversation can help mitigate

issue impact them—a plan that serves

assist parents with care. For assistance

the impact on inheritance and the need

the best interests of both the boomers

in explaining the senior care planning

for heirs to help fund their parents’

and their heirs.

concept, American Advisors Group

care. In addition, this conversation may

has created a special website

also be helpful to have with your 40-50

guide to assist advisors at

year-old clients, providing an opportunity

www.AAGAdvisor.com. The site

to engage and educate parents and

includes free tools, including an online

siblings and secure them as potential

video presentation detailing how lack

wealth management clients for their own

of planning can negatively impact both

planning needs.

the financial plans of seniors and their
heirs. The website also provides a simple
reverse mortgage calculator to help
advisors determine in advance if this is a
viable solution for clients.

Originally baby boomers were named for
the population explosion following World
War II, but for millions of families, the

Phil Walker is the Vice President of the
Financial Planner Division and Business
Development at American Advisors Group.
American Advisors Group is the leader in
reverse mortgage lending in the United
States. For tools and more information go to
www.AAGAdvisor.com
For industry professionals only – not intended
for distribution to the general public. American
Advisors Group, NMLS #9392, headquartered
at 3800 W. Chapman Ave., 3rd & 7th Floors,
Orange, CA 92868. License information on
www.nmlsconsumeraccess.org, www.aag.
com, and www.aag.com/wholesale

