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Retirement of Baby Boomers Is Unlikely 
to Precipitate Dramatic Decline in Market 
Returns, but Broader Risks Threaten 
Retirement Security 
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The first wave of baby boomers
(born between 1946 and 1964) will 
become eligible for Social Security 
early retirement benefits in 2008. In 
addition to concerns about how the 
boomers’ retirement will strain the 
nation’s retirement and health 
systems, concerns also have been 
raised about the possibility for 
boomers to sell off large amounts 
of financial assets in retirement, 
with relatively fewer younger U.S. 
workers available to purchase 
these assets. Some have suggested 
that such a sell-off could 
precipitate a market “meltdown,” a 
sharp and sudden decline in asset 
prices, or reduce long-term rates of 
return. In view of such concerns, 
we have examined (1) whether the 
retirement of the baby boomers is 
likely to precipitate a dramatic 
drop in financial asset prices; (2) 
what researchers and financial 
industry participants expect the 
effect of the boomer retirement to 
have on financial markets; and (3) 
what role rates of return will play 
in providing retirement income in 
the future.  We have prepared this 
report under the Comptroller 
General’s authority to conduct 
evaluations on his own initiative as 
part of the continued effort to 
assist Congress in addressing these 
issues. 
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www.gao.gov/cgi-bin/getrpt?GAO-06-718.
 
To view the full product, including the scope 
and methodology, click on the link above. 
For more information, contact Barbara 
Bovbjerg at (202) 512-7215 or 
bovbjergb@gao.gov. 
ur analysis of national survey and other data suggests that retiring boomers 
re not likely to sell financial assets in such a way as to cause a sharp and 
udden decline in financial asset prices. A large majority of boomers have 
ew financial assets to sell. The small minority who own most assets held by 
his generation will likely need to sell few assets in retirement. Also, most 
urrent retirees spend down their assets slowly, with many continuing to 
ccumulate assets. If boomers behave the same way, a rapid and large sell 
ff of financial assets appears unlikely. Other factors that may reduce the 
dds of a sharp and sudden drop in asset prices include the increase in life 
xpectancy that will spread asset sales over a longer period and the 
xpectation of many boomers to work past traditional retirement ages. 

 wide range of academic studies have predicted that the boomers’ 
etirement will have a small negative effect, if any, on rates of return on 
ssets. Similarly, financial industry representatives did not expect the 
oomers’ retirement to have a big impact on the financial markets, in part 
ecause of the globalization of the markets. Our statistical analysis shows 
hat macroeconomic and financial factors, such as dividends and industrial 
roduction, explained much more of the variation in stock returns from 1948 
o 2004 than did shifts in the U.S. population’s age structure, suggesting that 
emographics may have a small effect on stock returns relative to the 
roader economy. 

hile the boomers’ retirement is not likely to cause a sharp and sudden 
ecline in asset prices, the retirement security of boomers and others will 

ikely depend more on individual savings and returns on such savings. This is 
ue, in part, to the decline in traditional pensions that provide guaranteed 
etirement income and the rise in account-based defined contribution plans. 
lso, fiscal uncertainties surrounding Social Security and rising health care 
osts will ultimately place more personal responsibility for retirement saving 
n individuals. Given the need for individuals to save and manage their 
avings, financial literacy will play an important role in helping boomers and 
uture generations achieve a secure retirement.   
United States Government Accountability Office

istribution of Baby Boomer Financial Assets, by Wealth Percentiles 

97% 

3% 
Bottom 50% of 
population 
by net wealth 

Top 50% of 
population 
by net wealth 

0 

20 

40 

60 

80 

100 

Top 5 Top 10 Top 25 

Percentage of financial assets owned Percentage of financial assets owned 

Percentage of population 

Continued
breakdown

Source: GAO analysis of 2004 Survey of Consumer Finances

86 

68 

52 

http://www.gao.gov/cgi-bin/getrpt?GAO-06-718
http://www.gao.gov/cgi-bin/getrpt?GAO-06-718


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /PageByPage
  /Binding /Left
  /CalGrayProfile (None)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.3
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /SyntheticBoldness 1.00
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /Description <<
    /JPN <FEFF3053306e8a2d5b9a306f300130d330b830cd30b9658766f8306e8868793a304a3088307353705237306b90693057305f00200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /FRA <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
    /ENU <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


