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Are you working 
next year for free?



More and more Americans are approaching retirement, 
prompting them to sharpen their pencils, get out their 
calculators and think about their financial plans post-
employment. Retirement assets are generally comprised 
of personal savings, employer-earned benefits, and social 
security, just to name a few. For some, corporate pensions 
are a major component of this “retirement equation” and 
require special care given the many irreversible choices 
employees have around how pension assets are paid out.

As if that isn’t overwhelming enough, add 
macroeconomic trends like inflation to 
the mix and it is apparent why so many 
Americans fear retirement decisions and 
seek professional guidance.  

This paper will focus on Americans 
participating in their company’s pension 
plan and the many options available to 
them for pay out upon separation from an 
employer.  Examples include a single-life 
annuity, a joint-annuity, a 10-year-period-
certain annuity*, or a lump sum payment.

For those with 
pensions, a sound 
retirement strategy 
should include an 
evaluation of the pay 
out options to 
determine how and 
when to take them.  
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*A period certain annuity is a contract that guarantees payments for a  specific number of years, as opposed to the annuitant’s lifetime.
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For workers nearing retirement this 
permanent decision can be complex 
and difficult to make with confidence. 
For example, what if your lump sum is 
calculated at $1,200,000 today but is 
estimated to be $1,050,000 a year from 
now, after resetting? This means that 
because of the recalculation, you might 
work virtually for free over the next year 
unless your earnings exceed $150,000 
after taxes are deducted. What’s an 
employee to do? 

For approximately 40 years, interest rates 
have been on a downward trend. Against 
this backdrop, the lump sum payment option 
can become more attractive. Why? To put it 
simply, as interest rates go down, your lump 
sum payment increases in value; however, 
the opposite can also be true, and as interest 
rates rise, your lump sum payment decreases 
in value. In periods of rising  interest rates 
(like we’ve seen in 2022), lump sum payment 
offers will likely be lowered.    

This recalculation (usually annually) can be 
quite dramatic. For example, if global interest 
rates go up 1%, your lump sum may see a 
10–12% decline in value.   

Source: https://www.cnbc.com/2022/06/21/how-rising-interest-

rates-affect-pension-lump-sum-or-annuity-decision.html
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on pension lump sum payments
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It’s a complex decision that should be evaluated 
alongside your other assets and financial goals. 
At Puzzle Wealth, we recommend a detailed 
financial plan that defines your retirement 
goals and analyzes the impact of any decisions 
regarding your pension.

By working with a financial professional who 
will evaluate your pension options side-by-side 
and explain the implications to your retirement 
assets, we firmly believe you will be prepared to 
confidently decide whether to continue working 
for another year or take that first step towards 
retirement.

In order to get started evaluating your pension 
options, please contact Puzzle Wealth Solutions  
and we’ll help you gather all relevant information 
needed to complete a thorough analysis. Our 
goal is to formulate a financial plan for each 
scenario, enabling you to confidently make a 
decision about your pension, and ultimately, 
your retirement.  

In this case, many individuals will decide to 
go ahead and leave their current employer in 
order to take their lump sum payment before 
the recalculation diminishes the amount 
available to them. These individuals often start 
their retirement a year earlier than initially 
planned or partially retire and take a part-time 
role with a different company until they’re 
ready to begin a full retirement.  

So how do you go about making this important 
decision? It has implications for your 
retirement and reflects the culmination of 
years of working for an employer who offered 
pension benefits. 

Prior to making 

any decisions about 

your pension, we 

recommend a 

comprehensive 

plan that analyzes 

how the various 

options will impact 

your retirement 

assets and long-term 

financial goals.
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This material was created for educational and informational purposes only and is not intended as 
ERISA, tax, legal or investment advice. If you are seeking investment advice specific to your needs, such 
advice services must be obtained on your own, separate from this educational material.

Click HERE to Connect with a Puzzle Wealth Solutions Advisor

About Puzzle Wealth Solutions
We see complex challenges as opportunities and it shows both in 
our name and in those we work with. From executive to practitioner, 
our experience catering to those with specific and complex needs 
makes us particularly experienced to help you reach your goals. You 
hand us the puzzle and we’ll hand you a solution.
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