Navigating the “Money Talk” with Aging Parents

Discussing finances with aging parents is one of those conversations that no amount of
preparation makes easy. I've been through it myself, and | know firsthand how hard it can be to
shift roles from being cared for to caretaking (on both sides). It doesn't matter if your parents
have modest savings or considerable wealth; the emotional weight of confronting their mortality
and the practical fears of aging are universal.

Why It’s Crucial to Start the Conversation

Many families delay or avoid talking about finances until a crisis occurs. Proactive discussions
can not only prevent financial surprises and potential family conflicts, but also (and more
importantly) pave a clear path for you to focus on what’s important: embracing the debilitation or
loss of your loved one. By opening up conversations about money, we safeguard our parents’
future—and ours—ensuring that long-term care needs and estate plans are addressed before
they become urgent issues and emotions lead to clouded or snap judgement.

How to Approach the Conversation

Bringing up financial topics requires sensitivity and respect. It's not about taking control, but
rather about ensuring your parents’ wishes are met and their legacies preserved. Here’s how
you can start:

e Segue from a Broader Topic: Initiate the talk through broader discussions, such as
market trends or healthcare costs, which naturally segue into personal financial health.
Example: "I've been investing in xyz, and there are times it can feel like a rollercoaster.
How have you invested your savings, and how comfortable are you with your strategy?”

e Use a Third-Party Reference: Sometimes, it's easier to introduce the topic by mentioning
advice from your financial advisor. Example Script: "I've been discussing long-term
healthcare and income strategy with my adviser as a way to make sure | have what |
need when | get older, and was curious what yours has suggested and how you’ve
prepared?”

e Estate Planning Inquiries: If you might play a role in managing their estate, gently inquire
about the state of their estate plans. Example Script: "Estate planning can be complex,
and | want to be sure we understand your needs and wishes. Can we talk about your
plans so we are all on the same page?”

e Tell a Story: Explain how a friend or someone you know was dealing with their aging
parent’s long term care needs or passing and how seamless (or turbulent) it was.

Incorporating Strategies for Financial Stability

To ensure a smooth conversation and effective planning, integrating strategies that focus on
creating a passive, guaranteed income stream is crucial. This “holy grail” of wealth management
can significantly enhance financial security and peace of mind for your aging parents. Here’s a



few examples of financial vehicles that might be helpful in crafting a strategic retirement plan for
you or your parents:

Long-Term Care Insurance: This type of insurance is designed to cover expenses that
regular health insurance doesn’t cover, such as assistance with daily living activities
when a chronic condition, disability, or disorder arises. Given the high cost of long-term
care, having this insurance can help protect your parents' savings and investments,
ensuring that their wealth is not eroded by unforeseen health costs. It provides a safety
net, allowing them to use other savings or income streams for living expenses without
worry.

Annuities: Another effective vehicle for generating a passive, guaranteed income stream
is an annuity. By purchasing an annuity, your parents can convert part of their savings
into a predictable income stream for a set period or for life. This can be particularly
useful for managing longevity risk—the uncertainty of outliving one’s assets.

Managed Payout Funds: Similar to annuities, these funds are designed to provide
regular, scheduled payments from an investment portfolio. They can be set up to
preserve the principal or spend down the assets over a certain period. This structured
withdrawal plan helps in managing the risk of spending assets too quickly while
providing a steady income.

Reverse Mortgages: Generally used only as a last resort, for parents who own their
home but may not have other substantial assets, reverse mortgages can allow them to
tap into the equity of their home without selling the property, but be warned — they can
have high fees, complex contract terms, and implications for the homeowner's estate.
Moreover, if not managed wisely, they can potentially deplete home equity rapidly,
leaving fewer assets for future needs. Due to these factors, they should be considered
cautiously and, ideally, discussed with a reverse mortgage counselor, such as those
employed by a nonprofit or public agency approved by the U.S. Department of Housing
and Urban Development (HUD), to discuss federally insured Home Equity Conversion
Mortgages (HECM).

Trusts: Trusts are versatile estate planning tools that can provide controlled distribution
of assets, reduce estate taxes, and ensure that wealth is transferred according to your
parents’ wishes. By placing assets in a trust, your parents can specify how their assets
are to be handled and distributed among heirs, which can include stipulations for
distributing income generated by the trust assets. This can serve as a reliable income
stream for beneficiaries, according to the terms set forth in the trust.

The Non-Plan Plan is Still a Plan

As | caution in my book, “Get Your Money Right,” avoiding planning conversations is a decision
in itself, and rarely the best one. It's vital to make these discussions regular and iterative,
allowing both you and your parents to gradually adjust to the realities and responsibilities of
managing aging finances.



By approaching these conversations with empathy and informed strategies, you can make this
transition smoother and more constructive, ensuring that your parents' wishes are honored and
their financial security and dignity are maintained.
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