
Life expectancy has increased substantially across developed economies, with
projections indicating further gains in the coming decades [1]. While this represents a
public health achievement, it introduces challenges for retirement planning, particularly
regarding the adequacy of accumulated assets. Sonoma Wealth Advisors’ research
reveals that individuals consistently underestimate their longevity, leading to savings
shortfalls and insufficient annuitization strategies.

Underestimation of Life Expectancy
Behavioral research demonstrates that individuals tend to project shorter-than-actual
lifespans [2]. This underestimation can encourage premature drawdown of retirement
assets, raising the probability of depletion.

Inadequate Savings Behavior
National surveys indicate that a significant portion of households nearing retirement
have not accumulated sufficient savings to maintain their standard of living [3]. Sonoma
Wealth Advisors believes that delayed savings initiation is the single greatest predictor
of insufficiency.

Determinants of Longevity Risk

Retirement Savings, Longevity Risk, and the Importance of
Sustainable Planning

As life expectancy continues to rise, longevity risk, the possibility of outliving retirement
savings, has emerged as a central concern for both individuals and financial institutions.
Sonoma Wealth Advisors (SWA) analyzed current literature on retirement planning,
finding that inadequate savings rates, behavioral biases, and underestimation of lifespan
are primary contributors to financial insecurity in later life. The research underscores the
role of disciplined planning and fiduciary guidance in mitigating longevity risk and
ensuring sustainable retirement outcomes.
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Longevity risk is an increasingly pressing issue in retirement planning, with significant
implications for both individual households and society. Sonoma Wealth Advisors’
research indicates that mitigating this risk requires a disciplined, evidence-based
approach incorporating savings behavior, diversification, and professional guidance. We
believe that fiduciary advisors play a crucial role in protecting clients against the
financial consequences of increased longevity.

1.  Increased Savings Discipline – Encouraging early and sustained contributions to
retirement accounts.

2.  Portfolio Diversification – Balancing growth assets with income-producing
investments.

3.  Annuities and Risk Pooling – Using annuitization to provide guaranteed income
streams in later life [5]. 

4.  Advisory Oversight – Partnering with fiduciary advisors ensures alignment between
personal goals and financial strategies.

Strategies for Mitigating Longevity Risk

Conclusion

Herd Mentality
Herd mentality describes the inclination of individuals to imitate the actions of the
broader market, particularly during periods of heightened volatility. According to recent
empirical studies, herd behavior can amplify market bubbles and lead to suboptimal
market entry and exit timing [4].

Behavioral and Cognitive Biases
Present bias and optimism bias reduce individuals’ willingness to defer consumption in
favor of long-term planning [4]. As Daren Blonski, President & CEO at Sonoma Wealth
Advisors, noted, “People rarely imagine themselves at 85 or 90, which I've seen lead
them to underfund that stage of their life.”

For additional information, please visit: https://www.sonomowealth.com
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1 Guaranteed income is subject to the claims paying ability of the issuing insurer.
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Disclosures

Fermata Advisors LLC is registered as an investment advisor with the SEC and only
transacts business in states where it is properly registered or is excluded or exempted
from registration requirements. This content was produced by Fermata Advisors, LLC,
d/b/a Sonoma Wealth Advisors, d/b/a Fermata 401k, d/b/a Fermata Tax, d/b/a Fermata
Insurance.  The opinions expressed by Fermata Advisors, LLC on this show are their own.
Information presented on this program is believed to be factual and up to date, but we
do not guarantee its accuracy, and it should not be regarded as a complete analysis of
the subjects discussed. Discussions and answers to questions do not involve the
rendering of personalized investment advice but are limited to the dissemination of
general information. A professional advisor should be consulted before implementing
any of the options presented.  Information presented is for educational purposes only
and does not intend to make an offer or solicitation for the sale or purchase of any
specific securities, investments, or investment strategies. Investments involve risk and
unless otherwise stated, are not guaranteed.  Information expressed does not take into
account your specific situation or objectives, and is not intended as recommendations
appropriate for any individual. Viewers and listeners are encouraged to seek advice from
a qualified tax, legal, or investment adviser to determine whether any information
presented may be suitable for their specific situation. Past performance is not indicative
of future performance. SWA research refers to internal review of third-party sources
listed above. SWA has not conducted proprietary empirical research on the topics
discussed.
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