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Description of the file ‘retire.xls’.





This program is designed to be a ‘What If’ calculator for retirement.  Obviously, many factors are very dynamic, such as return on investment and inflation figures.  The only thing one can do is assume things will not fluctuate too much from historical figures, and go with that, adding a reasonable amount for safety.  If you can predict the future, let me know so I can hardcode the values!





BASICS:  Modify the numbers on the right side of the graph to perform ‘what if’ scenarios.  All computations are done ‘behind-the-scenes’, so to speak.  The graphic will automatically change when any one of the values is modified.  The lines on the graph represent percentage returns on investment of the retirement investment.  As the lines increase (due to higher dollar amounts invested monthly, indicated by the X-axis), the annual ‘salary’ during retirement will increase.  Note how the angle of the higher percent lines is steeper, indicating the logarithmic nature of compounding interest calculations.  Therefore, if you invest $50 as opposed to $100, the $100 will return significantly over double.  Also note the significant effect of a change in the average inflation.


Computation of investment:  The function in Excel for computing the total return on investment given a percentage return per period and the number of periods.  Afterwords, another function is used to compute the fixed value that will be returned monthly for the entire retirement period, assuming lots of things, obviously, like the retirement age, end of retirement, et cetera.  This second function is similar to a loan function, and a fixed number of fixed dollar amount payments (or debits to income, in this case).





TOTAL PRESENT DAY DOLLARS 


RETIREMENT SAVINGS AT RETIREMENT =





NET PERCENT PER PERIOD:


		( EXPECTED ANNUAL PERCENT RETURN ON INVESTMENT / 12 )


-    ( EXPECTED ANNUAL PERCENT INFLATION / 12)





NET SAVINGS PER PERIOD:  THIS VALUE IS ENTERED INTO THE PROGRAM.  THE DESCRIPTION OF THE VARIABLES THAT CAN BE CHANGED WILL BE DISCUSSED LATER.





NUMBER OF PERIODS = RETIREMENT AGE * 12  -  CURRENT AGE. * 12





NUMBER OF PERIODS IN RETIREMENT:   DEATH * 12 - RETIREMENT AGE * 12


Note that the columns along the side of the graph are…





High % increment:  There are several lines on the graph.  The highest which will symbolize the highest % return on your retirement investment before and during retirement.  The increment subtracted to get the next lower percentage line.  Note that in the line, it is netted out to reflect inflation.  ALL VALUES are in PRESENT DAY DOLLARS.  Be sure to enter a decimal value, such as .1, for 10%.





High Monthly Investment:  This represents the amount that will be put into the retirement account(s) each month for your entire career, or between the CURRENT AGE and RETIREMENT AGE.  This can be an arbitrary value, and symbolizes that value on the right of the X axis (the horizontal line at the bottom of the screen).  The increments are subtracted to get the lower values.  For example, if you select $600 as the monthly savings for retirement, and the increment as $100, the the horizonatl line would read, from right to left, $600, $500, $400, $300, et cetera. 





Inflation percent:  Average inflation over the entire life of the person, which will be used in computing interest on the investment before and after retirement.  Be sure to enter a decimal value, such as .1 for 10%.





Age Now:  Select your current age, which will be used to compute the number of periods between now and the age of retirement.





Retirement Age:  Enter the expected retirement age.





Death:  Enter the expected end of retirement.


Note that any of the above values can be modified to perform a series of what-if’s.  Unfortunately, the axis of will not change on the graph (units set as $50K on the Y axis).  You can play what-if’s such as, if you work to 67 instead of 65, how much more money will you be able to save.  If you invest a little less so you can spend money on other things, now much will your annual retirement drop because of it.  Obviously, these are all averages.  If you wanted to invest a certain amount for a certain number of periods, then change that amount again, you’d have to set up another table and the graph would have to be re-done to include both tables.


NOTE:  I am not a financial analyst, just a measly computer programmer.  I don’t have authority in finance.  Don’t rely on this!!!  It’s just for insight into the weight of different variables, and the dynamics of retirement savings.  I wish you luck!!!


