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Key Takeaways
•	 Inflation gradually erodes purchasing power, making it 

one of the most critical and underestimated factors in 
retirement planning. 

•	 Retirement income strategies must account for future 
spending increases, not just current expenses. 

•	 Even moderate inflation can significantly alter 
projections across a 20- to 30-year retirement. 

•	 Investment, tax and withdrawal strategies should all 
be evaluated with inflation in mind. 

•	 Regular plan reviews help your strategy stay aligned 
with shifting economic conditions and personal goals. 

How Inflation Impacts Retirement Planning Over 
Time
Inflation’s impact on retirement is easy to overlook 
because it builds slowly, but its long-term consequences 
are significant. A portfolio that looks sufficient today may 
not deliver the same purchasing power a decade from 
now as costs of housing, health care, insurance, travel 
and everyday expenses continue to rise. 

Effective retirement planning goes beyond accumulating 
wealth. It requires a strategy for maintaining purchasing 
power so your income can support your desired lifestyle 
throughout retirement. Meghan Hannon, CRPS®, 
CPFA®, Partner and Retirement Plan Consulting Leader, 
shares how inflation shapes long-term retirement 
outcomes and what individuals can do to help stay ahead 
of rising costs. 

How Inflation Affects Retirement Income

Inflation reduces what a dollar can buy over time. For 
retirees, that reality is compounded by the fact that many 
core expenses tend to rise steadily, including: 

•	 Health care costs and insurance premiums

•	 Housing and property expenses

•	 Food and everyday living costs

•	 Travel and leisure activities

This is why a retirement income strategy should be 
built to preserve purchasing power, not simply generate 
income. A fixed income stream that does not grow 
alongside rising costs will lose value over time, often 
faster than retirees expect. 

Why Inflation Assumptions Matter in Retirement 
Planning

Retirement projections depend on assumptions, and 
inflation is one of the most important variables in those 
calculations. A common planning mistake is focusing on 
investment returns while underestimating future spending 
growth. 

Consider this: someone planning to spend $100,000 
annually at retirement may need substantially more 
income 20 years later, depending on inflation rates. That 
difference can affect withdrawal strategies, portfolio 
allocation and how long assets last. Planning for future 
purchasing power, not just today’s spending, is essential 
to building a strategy that holds up over time. 

Strategies to Help Protect Your Retirement from 
Inflation

No single solution eliminates inflation risk. The most 
resilient retirement plans typically combine several 
approaches based on an individual’s goals, timeline and 
risk tolerance. Consider the following:

•	 Maintain growth-oriented investments to help 
outpace inflation over the long term

•	 Review income assumptions regularly as 
economic conditions change

•	 Use tax-efficient withdrawal strategies to help 

401(k) FIT

Boulay    MN (t) 952.893.9320     BoulayGroup.com

Member of Prime Global, A Global Association of Independent Firms

Inflation & Long-Term Retirement Planning: Why Your Strategy Must Account for Rising Costs 
June 2026

1

https://boulaygroup.com/average-inflation-targeting-a-new-era-for-investment-strategy/
https://boulaygroup.com/understanding-401ks-required-minimum-distributions/
https://boulaygroup.com/asset-allocation-location-migration-a-practical-guide-to-wealth-management/
https://boulaygroup.com/advisors/meghan-hannon/
https://boulaygroup.com/advisors/meghan-hannon/


maximize after-tax purchasing power 

•	 Delay certain income sources when it improves long-
term outcomes

•	 Build spending flexibility into your plan to absorb 
unexpected cost increases

•	 Treat your retirement plan as a living document and 
revisit it as your circumstances change 

Ongoing Planning Is the Real Inflation Hedge
Inflation is not a short-term concern. It is a long-term reality 
that requires ongoing attention in any retirement strategy. 
Understanding how rising costs affect future purchasing 
power, and regularly reviewing retirement assumptions, 
helps put individuals in a better position to make confident 
decisions about savings, investing and income throughout 
retirement. 

If you would like to evaluate how inflation may affect your 
retirement plan, Boulay Wealth advisors can help identify 
gaps, review your current plan and develop an approach 
built for long-term financial confidence. 
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