
Inflation and your retirement security
What are the things that could threaten your retirement security? A job loss, ill health, or 
a serious accident could set you back financially and may force you to reduce the amount 
you contribute to your retirement plan, even if only temporarily. Contributing only a small 
amount to your retirement account or taking multiple loans from your account could also 
impact the type of retirement you’ll likely experience. However, one of the biggest and 
least understood dangers to retirement security is inflation. Even a low annual rate of 
inflation can, over time, reduce the spending power of the money you have accumulated 
for retirement.

There are several steps you can take to minimize the impact of inflation on your 
retirement assets.

1 What inflation can do
Inflation is generally defined as a rise in the price of goods and services. When prices go up, your money 
will not buy as much today as it did yesterday and thus, your spending power is reduced. While you are 
retired, inflation could continue to increase the amount of income you’ll need each year just to maintain 
your standard of living. Retirees, like all people living on a fixed income, are especially vulnerable to 
inflation.

One other cause for concern: Some expenses, such as health care costs, may increase faster than the 
inflation rate. Since a growing number of employers do not provide retirees with health insurance coverage, 
this could be an issue when it comes to determining how much income you’ll need during retirement.

2 Protection from inflation
Having a good asset allocation strategy can help protect your retirement savings from inflation. By investing 
your savings in different asset classes, you’ll be able to take advantage of some investments that have the 
potential to grow faster than the inflation rate, such as stocks. While past performance is not a guarantee of 
future results, over time, stocks have outpaced inflation and produced higher long-term returns than bonds 
and various other types of investments.
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Specifically, over the past 10 years, stocks delivered higher rates of return than inflation:

Stocks average rate of return Average inflation rate Bonds average rate of return

Stocks had an average annual total rate of return of 13.10% for the 10 years ending December 2024, 
while the average annual inflation rate was 3.00% for the same period. Bonds earned a 1.35% average 
annual return over that same 10-year period.*

Remember, though, that stocks are riskier than bonds and certain other investment types.

3 Boost your contribution level
One other effective way to protect your savings from inflation is to increase your savings rate. Contributing 
more each year will help your retirement account keep pace with the inflation rate. Try setting aside a 
portion of any pay raise you receive and contribute that sum to your retirement plan. In time, that additional 
contribution has the potential to boost your account value at retirement.

Talk with a financial professional for ideas on how you can meet your retirement goals and 
still sleep well at night.

This content is for general informational and educational purposes only and should not be relied upon as the only source of 
information. Neither USI nor its affiliates and/or employees/agents/registered representatives offer legal or tax advice. It is not 
intended to represent advice or a recommendation of any kind. Prior to acting on this information, we recommend that you seek 
independent advice specific to your situation from a qualified legal/tax professional.
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USI Consulting Group will help keep you on track to reach your retirement goals. If you have questions 
about your workplace retirement plan, please call our customer service center at 866.305.8846 or email 

us at directsolutionsparticipantquestions@usi.com (reference your plan’s name and 3-digit code in the 
subject line).

*Stocks are measured by the S&P 500 Index, an unmanaged index of stocks of 500 major corporations. Inflation is represented by the 
Consumer Price Index (CPI). Bonds are measured by Bloomberg U.S. Aggregate Bond Index, an unmanaged index of U.S. government, 
corporate, and mortgage-backed securities. Past performance does not guarantee future results. Your investment results will be 
different. Investments cannot be made in an index. Source: DST Retirement Solutions, LLC, an SS&C company.


