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Could Inflation Affect Your Retirement Plans? 
Lorraine R. Salvo, CFP®, CDFA® 
 
 
Retirees are acutely aware of the detrimental effects inflation can have on their retirement savings. As the cost of goods and services 
rises, the value and buying power of retirement accounts can be diminished.  For some retirees, maintaining their savings and lifestyle 
may become a challenge. 
 
There are different methods retirees can use to adjust for inflation and help protect the value of their retirement. Below we discuss 
some of the ways inflation affects retirement and how you can prepare. 
 
 

How Is Yearly Inflation Calculated? 
 
Inflation is calculated using the Consumer Price Index (CPI) which measures inflation across major categories of the economy before 
determining a yearly inflation rate expressed as a percentage.1 
 
On average, the U.S. experiences an inflation rate of roughly three percent.2 This percentage and the percentage expressed by the 
CPI are helpful for understanding inflation across multiple markets. But these values should also be understood as a general approach, 
meaning the real impact of inflation will depend on the individual. 
 
For example, we can assume that a retiree might need to withdraw an additional three percent from their savings each year to adjust 
for inflation. But this isn’t the whole picture. Instead, this retiree should consider the specific ways that inflation affects them. 
 

Considering Individual Costs 

 
Inflation affects each of us differently. For example, the rising cost of gasoline would affect someone that drives long distances more 
than someone without a vehicle.  Retirement acts in a similar fashion, as it creates a lifestyle change that causes inflation to affect 
retirees differently. 
 
One of the better ways to measure this difference is through the R-CPI-E, which shows inflation rates for households with individuals 
age 62 and above.3  However, this is still a generalization, though of a specific population. The best way to determine the cost of 
inflation is to examine your personal lifestyle and make adjustments. 
 

Managing the Effects of Inflation 
 
With the above in mind, here are some ways to help offset inflation during retirement: 
 
1. Social Security 

The Social Security Administration provides a Cost-of-Living-Adjustment (COLA) to offset some of the effects of inflation by 
increasing Social Security benefits.4 This can be an important source of income during retirement. 
 
However, the COLA is also based on the CPI-W, meaning some individuals may not be able to rely on adjustments from Social 
Security to make up for all cost increases.4 
 

2. Investments that Adjust with Inflation 
Certain investments can adjust with inflation. However, any investment comes with risk, something that should always be 
considered during retirement.  Be sure to consult with us before making any investment decisions. 
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3. A Change in Lifestyle 
Consider your retirement goals and overall lifestyle. Is there something you can trim back on to save on the cost of inflation? This 
does not mean you need to give up on retirement goals. Rather, what can be adjusted in your spending while maintaining your 
savings and overall financial goals? 
 
This is by no means a comprehensive list of ways to protect your retirement savings against inflation.  Rather, it is intended to 
demonstrate some of the options available to you. Consult with us to acquire a better understanding of how inflation will affect 
you, and what you can do to help protect your retirement savings. 

 
 
Final Thoughts 

 
Inflation, for better or worse, is part of our economic landscape.  Mitigating the effects of inflation on portfolios while 
incorporating conservative estimates into financial projections can help ease inflationary pressure.  
 
If you have any questions or would like to talk further about your specific financial situation, please reach out to me any time. 
 
All the best to you and yours. 
 
 
CONTACT US 
PALISADE CAPITAL MANAGEMENT, L.L.C. 
One Bridge Plaza, Suite 1095, Fort Lee, New Jersey 07024 
www.palisadecapital.com 
(201) 585-7733 

 
Sources: 
 
1. https://www.bls.gov/cpi/ 

2. https://inflationdata.com/Inflation/Inflation/DecadeInflation.asp 

3. https://www.bls.gov/cpi/research-series/r-cpi-e-home.htm 

4. https://www.ssa.gov/cola/ 

 

Important Information: 
 
The information contained herein reflects the view of Palisade Capital Management, L.L.C. and its affiliates (collectively, “Palisade” or the “Firm”) as of 
the date of publication. These views are subject to change without notice at any time subsequent to the date of issue. All information provided in this 
letter is for information purposes only and should not be deemed as investment advice or a recommendation to purchase or sell any specific security. 
While the information presented herein is believed to be reliable, no assurance, representation, or warranty is made concerning the accuracy of the 
data presented. In addition, there can be no guarantee that any projection, forecast, or opinion in the letter will be realized. 
 
Always consult with your CPA or tax professional. State tax laws vary. 
 
This information is confidential and for the use of the intended recipients only. It may not be reproduced, redistributed, or copied in whole or in part for 
any purpose without prior written consent. This document is not intended for distribution to, or use by, any party in any jurisdiction where such 
distribution or use would be contrary to local law or regulation. Certain information included in this document has been obtained from third-party 
sources believed to be reliable. No assurances can be given that such information is accurate. 
 
Palisade is an SEC registered investment management firm established in 1995.   Based in Fort Lee, NJ, the Firm manages a variety of assets for a 
diversified client base, including institutions, foundations, endowments, pension and profit-sharing plans, retirement plans, mutual funds, private limited 
partnerships, family offices, and high net worth individuals.  Registration with the Securities and Exchange Commission does not imply a certain level 
of skill or expertise. 
 
Past performance is not a guarantee of future results. 
 
Please note, each client account has different characteristics and other accounts with the same strategy may have materially different results. The actual 
characteristics of any particular account will vary based on a number of factors including, but not limited to (i) the size of the account; (ii) the timing of 
investment; (iii) investment restrictions applicable to the account, if any; and (iv) market exigencies at the time of investment. 
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