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WANT TO RETIRE AT AGE 55? 
Planning Ahead Can Go a Long Way

Income strategies
To fund your lifestyle, especially before age 59 ½, 
you’ll need to wait to pull from your 401(k) and 
traditional IRA to avoid the 10% early withdrawal 
penalty. 

• The exception to the rule is that you can make a 
withdrawal early from either account without 
paying the 10% penalty if it’s done as a 
Substantially Equal Periodic Payment (SEPP). 
Keep in mind that distributions are still taxable. 

• If you leave your company after age 55 and 
before age 59 ½ you may be able to withdraw 
from your 410(k) without paying the 10% early 
withdrawal penalty. However, you do have to pay 
taxes on the taxable portion of your distribution.

• Taxable brokerage accounts: Ultimately, it’s 
preferable not to tap into your retirement 
accounts before age 59 ½. That means you’ll want 
to establish other investments such as a taxable 
brokerage account. There’s no contribution limit 
or rules for when you can invest or withdraw cash, 
but keep in mind, your money isn’t growing tax 
deferred and there’s no tax deduction on this type 
of account. 

Ways to fund health care until age 65, 
when you can apply for Medicare.
• HSA account: If you worked for an employer  

that offered an HSA account, that account is 
portable, so you can use the funds in it to pay for 
eligible medical expenses, but you’ll still need 
insurance coverage. 

Many people dream of retiring as early as age 55. If you’re among those ready 
to be free of a schedule to pursue hobbies or new interests, it’s a good idea 
to do a little planning first. Here are a few topics to think about, especially as 
it relates to funding what could be several decades in retirement. 

• COBRA: While it only insures you for up to 18 
months, you may find it makes sense to initially 
fund your health care with COBRA before buying 
private insurance. COBRA is offered when you 
separate from service and is typically provided 
through most group health plans, such as a 
private sector employer plan (assuming the 
employer had at least 20 employees), and you 
typically have to fund the full amount plus an 
administrative charge.

• Private insurance: You may choose to purchase a 
high deductible plan as a form of private 
insurance for the primary purpose of covering big, 
unexpected expenses.

• Affordable Care Act: You may want to price plans 
on the health care exchange and compare them 
to the cost of a private plan. 

• Spouse’s Plan: If you’re married or have a 
domestic partner and are eligible, you may be 
able to be covered on his or her insurance plan.

https://www.irs.gov/retirement-plans/retirement-plans-faqs-regarding-substantially-equal-periodic-payments
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Roth IRA: Now might be the time to 
consider a Roth conversion
• Once you retire, you may be in a lower marginal 

tax bracket, so you may potentially pay less tax 
when transferring funds from a traditional IRA to 
a Roth IRA.

• There’s no limit to how much money you can 
transfer from a traditional IRA to a Roth IRA but 
transferring lower amounts can ultimately be 
more tax efficient than larger lump sums.

• It can be a good way to transfer your wealth to 
your heirs since distributions from a Roth IRA are 
tax free if certain requirements are met.

• Roth IRAs aren’t subject to required minimum 
distributions in most cases.

• You will have to wait until age 59 ½ to withdraw 
earnings on your principal balance from a  
Roth IRA without penalty. Funds can be 
withdrawn penalty-free earlier but are subject to 
certain rules.

Social Security
You aren’t eligible to start receiving Social Security 
until age 62. To maximize this benefit, you’ll want to 
wait until your full retirement age, which could be 
between age 66 and 67, depending on when you 
were born. If you take it sooner, you receive less. 
Wait longer, you’ll receive more. It’s important to 
factor that into your income planning.

• Estimate Your Spending: Ultimately, you’ll need to 
save enough to cover your spending until you can 
access retirement accounts, so consider looking at 
your expenses to figure out what’s essential and 
what’s discretionary.

• Plan for Free Time: Most of your friends will 
probably be working and, if you have children, 
they’ll be in school. You’ll want to think about how 
you’ll spend your time in a way that’s fulfilling.

Consider Meeting With an Advisor
These are just a few of the topics you’ll need to 
consider if you’re aiming to retire at age 55. It’s a 
good idea to meet with an advisor who can stress 
test your portfolio to look at various market 
conditions and how your investments might hold up 
over time in various scenarios. No matter what, it’s a 
good idea to plan ahead. At Mariner Wealth 
Advisors, we offer 360° advice designed to last 
today and beyond. 

https://www.forbes.com/sites/kristinmckenna/2020/07/21/is-55-too-early-to-retire-what-you-need-to-retire-early/#fada42016d50
https://www.investopedia.com/articles/personal-finance/112315/what-happens-401k-after-you-leave-your-job.asp
https://www.dol.gov/sites/dolgov/files/legacy-files/ebsa/about-ebsa/our-activities/resource-center/publications/an-employees-guide-to-health-benefits-under-cobra.pdf

