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PENSION POVERTY AHEAD 

SIMPLY TOO FEW CONTRIBUTORS versus BENEFICIARIES 

 
The post WWII “Baby Boomers” are 

now retiring. This massive surge has 

worked its way through the economy 

reflecting surging homeownership, 

consumerism, and investments and 

now is entering the stage of medical 

and healthcare services, drugs, elder 

care etc. The later are heavily 

weighted as entitlements.  

During this same period of social 

evolution we witnessed the advent of 

the “birth control pill” which reduced 

family sizes and the growth of the 

labor force (less immigration and two 

spouses working).  

The Social Security 
Beneficiaries 
Couple this with people living longer 

and “family supporting” jobs 

becoming more difficult to find (and 

hold) has resulted in huge pressures on entitlement promises for retirement. 

Additionally, more and more people quality for social entitlements for medical, disability or other reasons. 

We now have too many people dependent on too few workers. 

Too many people dependent on too few workers 

 



 
Current Public Policy Denial 
As obvious as this problem is few developed nations 

have done anything to prepare for this inevitability. 

Political leaders in America, from Clinton to George 

Bush raised the seriousness of the issue but 

nothing has been done to prepare financially or 

physically for this new era. 

Insufficient Nursing homes are being built, 

affordable assisted living facilities are not meeting 

the demand, and entitlement payouts are not rising 

to meet inflation pressures.  

It leaves both the public and government with what 

amounts to an ‘impossible” problem.  

The US and most developed nations have simply 

waited and procrastinated too long. 

The Social Security Deficit  
Social Security Deficit – Near Term 

The entitlement deficits are massive …. 

  

Social Security Deficit – Longer Term 

…. and expected to get even worse. 



 

 

Three Stools of Retirement has lost two of Its Legs! 
The three legs of retirement have always been considered by planners to be: 

1. An Employer Pension, 
2. US Social Security, 

3. Personal Savings 
 

Two major developments have additionally occurred to compound an already monumental problem: 

In the case of the US there has been a seismic shift from Defined Benefits to Contributory Benefits. The 

result of this has been the loss of a pension because 401K’s in America for Contributory Pensions now 

averages 18,400. An amount that is currently enough to retire (at the poverty level) for LESS than a year. 

With ZIRP (Zero Interest Rate Policy) currently delivering nearly no interest on a retirees life’s savings many 

retirees are having to use capital to live on versus income from their savings. According to Swiss Re nearly 

half trillion dollars has been taken from savers and retirees since ZIRP and QE programs were initiated. 

The combination of these two factors has quite literally pulled the stool out from under the retiring “baby 

boomer” generation. 

Many had hoped to solve this problem by selling their homes which was the predominate area of growth in 

their wealth over the last few decades. Unfortunately, the realization has now come that the cost to live 

anywhere else has grown dramatically as has mounting property taxes on a home that they may have paid 

off with through prudent savings.  

 

 



 
Household Retirement Accounts 

 

But it gets worse! 

PBGC’s Safety Net Exposure 
US Public and Private employers have not been paying into the existing pension funds. This has resulted in 

approximately $4.7T in unfunded State and Local Public Pensions, Close to $3T at the Federal Public Pension 

level and another $3T in the private sector. There is a looming $10T pension problem which additionally 

needs to be addressed. 

Insurance to protect against pension failure is also insufficient to cover potential needs. 

 



 
Let’s consider that basic issues at hand. I will use a set of slides which I used with Charles Hugh Smith in a 

recent Macro Analytics discussion. We attempted through the slides to understand the issues in more detail. 

WHY ARE PROMISED PUBLIC PENSIONS & BENEFITS UNSUSTAINABLE?   

1- Demographics & 2- Low Yield ZIRP Economics 
 

 

3-Investment Risk 
 

 



 
4-Politics 

 

5-Disposable Income 
 

 

 



 
WHY IS THE SOCIAL SECURITY SYSTEM AT RISK?  

 

 

 

1-PAYGO and Demographics 
 

 



 
2- Existing Deficits 
 

 

3- Non-Retirees 
 

 



 
 

 

 

4- Demographics and 5-Financial Assumptions 
 

 



 
PUBLIC WORRIES – MEDIA BEGINS TO FOCUS 
Though our politicians refuse to discuss or address these issues and public media has recently began 

focusing on the issues because it is central to what their followers are worrying about. 

 

 

 



 

 

GET READY – ITS COMING! 

Greece, Puerto Rico & Chicago 
We have recently witnessed major financial problems from Greece to Puerto Rico to the City of Chicago / 

State of Illinois.  

What they have in common is their inability 

to pay the short term immediate pension 

obligations. The money was simply not 

there.  

 

In all situations the endless ‘can kicking’ 

and ‘accounting trickery’ came to an abrupt 

halt as they ran out of games they could 

play. 

The other thing they all have in common is 

their inability to print more money or 

debase their currency. Unless money is 

printed for them by the EU/ECB or the US 

Treasury/Federal Reserve they have few 

option. 

Expect this to become more widespread in 

the EU peripherals or the US equivalent, 

being State & Local government. 

The Pension Crisis is going to be huge, 

protracted and will take down governments 

with it. 

An Era of Pension Poverty lies ahead for 

many in the Developed Economies. 
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