Medicare Data Points that
Improve Retirement
Forecasting Accuracy

Many retirement planning models treat healthcare costs as a single line
item — a generic inflation rate applied across the board. That approach
misses the nuances that can derail even the most carefully constructed
financial plan. Medicare covers close to 63 million Americans, yet the
program's cost structure, enrollment dynamics, and demographic shifts
rarely make it into institutional forecasting tools with the precision they

deserve.

If you're managing retirement portfolios, advising clients on withdrawal
strategies, or building enterprise-level financial plans, you need more than
high-level estimates. You need the specific Medicare data points that reveal
how healthcare expenses will actually behave over a 20- or 30-year

retirement horizon.
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The Forecasting Gap: Where Traditional
Models Fall Short

Standard retirement calculators rely on broad healthcare inflation
assumptions. They don't account for Medicare Part B premium
adjustments tied to income brackets, the widening gap between traditional
Medicare and Medicare Advantage cost structures, or the billion-plus
prescriptions filled annually under Part D. These details matter because
they drive real cash flow and liquidity needs.

The difference between a generalized healthcare estimate and actual
Medicare expenses can be significant. A couple with higher retirement
income faces materially different premiums than one with lower income.
Your models should reflect that.

Generic Inflation Missing IRMAA No Plan Distinction
Rates Income-related monthly No differentiation
Broad healthcare adjustment amounts between traditional
inflation rates used that penalize higher Medicare and Medicare
instead of Medicare- earners are routinely Advantage cost profiles.
specific premium overlooked.

growth data.

Enroliment Penalties Part D Gaps
Overlooked penalties for Lack of granular
delayed enrollment that prescription drug cost
persist and compound modeling despite Part

throughout retirement. D's massive scale.



Medicare Enroliment Patterns: The
Foundation of Accurate Projections

Understanding who uses Medicare and how they use it is the starting point
for better forecasting. Approximately 62% of beneficiaries remain in
traditional Medicare Part A or Part B, while 37% enroll in Medicare
Advantage plans. That split creates two distinct cost and cash flow models
that require separate treatment in any serious retirement forecast.

The age distribution has shifted. The 65-74 and 75-84 cohorts now make up
a larger share of enrollees, a trend that will continue as the baby boomer
generation ages through the system. This demographic wave drives
demand, influences plan availability, and shapes program sustainability.

Roughly 74% of Medicare beneficiaries are enrolled in Part D prescription
drug coverage. These enrollees collectively fill over a billion prescriptions
annually, making prescription drug inflation a major driver of retiree
portfolio withdrawals and long-term sustainability risk. Over 12 million
individuals are dual-eligible for Medicare and Medicaid, introducing
complex benefit coordination and cash flow considerations that wealth
managers must factor into holistic planning.

62% 74% 12M+

Traditional Medicare Part D Enrolled Dual-Eligible
Beneficiaries remaining in Beneficiaries enrolled in Individuals qualifying for both
traditional Part A or Part B prescription drug coverage, Medicare and Medicaid,

coverage. filling 1B+ prescriptions requiring complex benefit

annually. coordination.



Cost Drivers by Medicare Component

Medicare isn't a monolithic program. Each component — Part A, Part B,

Part D, and supplemental coverage — has its own cost structure and

growth pattern. Your forecasts should treat them separately to capture the

true expense picture your clients will face.

Part A: Hospitalization Part B: Outpatient &

Costs come with a deductible Physician

for each benefit period. Monthly premiums adjust

Stays beyond 60 days trigger regularly based on federal

daily coinsurance; stays past updates.
90 days trigger even higher Higher earners pay IRMAA
coinsurance. surcharges that can

Costs vary widely by health substantially increase total
status and utilization. costs.

After an annual deductible,
beneficiaries typically pay
20% coinsurance for covered

services.

D0
» Medicare

VideoGuide

Part D: Prescription Drugs

Expenditures depend on plan
selected, specific medications
needed, and usage
frequency.

While most prescriptions are
for generics, millions of
beneficiaries pay over $20 for
at least one prescription per
fill.



The Medicare Advantage Factor

Medicare Advantage enrollment has grown steadily, and more than half of
eligible beneficiaries now choose these plans over traditional Medicare. This
trend matters because Medicare Advantage plans have different cost-
sharing structures, network restrictions, and benefit designs that require
distinct modeling assumptions.

Beneficiaries in Medicare Advantage plans often face lower out-of-pocket
costs than those in traditional Medicare. However, plan availability, network
access, and coverage details can change annually, introducing meaningful
uncertainty into long-term projections. If your clients are likely to enroll in
Medicare Advantage, your models should account for plan-specific
premiums, out-of-pocket maximums, and the potential for coverage
changes during annual enrollment periods.

The shift toward Medicare Advantage also affects how you model
supplemental insurance needs. Medigap policies are not compatible with
Medicare Advantage plans, which fundamentally changes the
supplemental coverage landscape and the cost-sharing assumptions that
underpin your retirement healthcare forecasts.

Traditional Medicare

Requires modeling for supplemental
Medigap premiums and standalone Part D
costs.

Higher flexibility but potentially higher out-
of-pocket exposure.

Medicare Advantage

Bundles coverage with defined out-of-

pocket maximumes.

Lower average costs but subject to annual
network and coverage changes.



Regional and Demographic Variations

Medicare costs can vary by 20% or more depending on where a beneficiary
lives. Different regions have different provider rates, and Medicare
Advantage plan options shift significantly by county. Urban areas typically
offer more plan choices and better pricing, while rural regions may have
fewer providers accepting Medicare, affecting both access and costs.

Your forecasts should incorporate regional data where possible. State-
specific Medigap regulations, prescription drug pricing differences, and
varying costs for identical procedures across zip codes all contribute to the
final expense picture. A client retiring in a rural county faces a materially
different Medicare cost environment than one retiring in a major
metropolitan area.

Age-related cost escalation is another critical input. Healthcare expenses
typically spike as beneficiaries move from their 60s into their 80s and
beyond. Understanding the age distribution of Medicare enrollees and how
costs change with age helps you set realistic expectations for different
retirement phases — and ensures your models don't underestimate late-

retirement healthcare burdens.

Urban Areas Rural Areas

More Medicare Advantage plan choices e Fewer plan options by county
Better competitive pricing on premiums e Higher rates of certain chronic diseases
Higher provider acceptance rates e Fewer providers accepting Medicare

Greater access to specialists e Potentially higher out-of-pocket costs




Chronic Conditions and Utilization Patterns

Chronic conditions are common among Medicare enrollees, and many
manage multiple issues simultaneously. The Centers for Medicare &
Medicaid Services tracks data on chronic condition prevalence, showing
clear patterns in disease burden and healthcare needs across the

beneficiary population.

Beneficiaries with multiple chronic conditions require more medical
services and prescriptions, leading to higher out-of-pocket costs. Prevalence
varies by condition, age, gender, and geography. Rural areas often have
higher rates of certain chronic diseases than urban areas, compounding the
regional cost variation discussed above.

When planning for retirement healthcare, your models should factor in the
probability of developing chronic conditions based on client health profiles.
This data point helps set realistic savings goals and informs coverage
decisions that fit their specific needs. Ignoring chronic condition risk means
systematically underestimating healthcare costs for a significant portion of
the retiree population — and potentially leaving clients financially exposed
in their highest-utilization years.
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Integrating Medicare Trends into Financial
Models

Medicare costs don't follow general medical inflation. Part B premiums
have increased steadily over time, while prescription drug costs can be
more volatile. Your financial plans should use actual Medicare premium
trends, not just broad inflation rates. That means tracking separate growth
rates for Part A, Part B, Part D, and any supplemental coverage.

Medigap policies tend to see premium increases as policyholders age, while
Medicare Advantage plans can change networks and coverage annually.
Your projections should reflect these differences based on the coverage
choices clients are likely to make. Timing penalties also matter significantly:
if a client delays Part B enrollment, they face a 10% premium penalty for
every full 12-month period they could have had Part B but didn't. That
penalty lasts for the life of the policy, compounding the long-term cost of a
single enrollment mistake.

(R
Track Model Client Update
Component . . .
Variables Projections
Trends

Building component-level tracking into your models — and updating them
annually — is one foundation of accurate Medicare cost forecasting over a
20- to 30-year retirement horizon.



Data Limitations and Forecast Uncertainty

Medicare cost projections are inherently uncertain. Publicly available data
from the Office of the Actuary provides long-term projections for
policymakers, but those reports focus on aggregate program sustainability,
not individual client circumstances. Most accessible Medicare data shows
averages across large populations, and actual expenses for a specific client
can differ significantly depending on health status, prescription needs, and

supplemental coverage choices.

Given this uncertainty, projections beyond a decade should be treated with
caution. Shorter planning windows allow for more accurate budgeting and
adjustment as new data becomes available. Building scenario ranges into
your models — rather than single-point estimates — better reflects the real
uncertainty clients face.

Condition-Level Gaps Out-of-Pocket Limits

Spending figures that don't break down Limited information on out-of-pocket
costs by specific health conditions, maximumes for different plan

limiting personalized projections. combinations makes worst-case

modeling difficult.

Policy Lag No Individual Risk Scores
Historical data may not reflect recent Lack of personalized risk assessments
policy changes, creating a gap between based on individual health profiles in

published figures and current realities. publicly available datasets.



Out-of-Pocket Spending: What the Data
Shows

Even with Medicare coverage, beneficiaries face thousands of dollars in
annual out-of-pocket healthcare costs. The average Medicare recipient
spends significantly more than the general population on healthcare
expenses beyond premiums. People with traditional Medicare incur costs
for insurance premiums, medical services, prescription drugs, and medical
supplies — and there is a wide range in how much individuals spend, with
some paying far more than the average.

Medicare Advantage enrollees have typically spent less than those with
traditional Medicare, but plan-specific details matter enormously. Your
forecasts should account for the coverage type and cost-sharing structure
your clients are likely to choose, and should model a realistic range of
outcomes rather than relying on average figures that may not reflect your
clients' actual utilization patterns.

What Drives Out-of-Pocket Costs Key Takeaway
e |nsurance premiums for Part B, Part D, and Medicare Advantage enrollees have
supplemental coverage typically spent less out-of-pocket than

e Deductibles and coinsurance for medical traditional Medicare beneficiaries—but

services annual plan changes mean this

advantage is never guaranteed. Model

e Prescription drug costs beyond plan coverage ) ;
both scenarios for every client.

e Medical supplies not fully covered by Medicare

e Services Medicare doesn't cover (dental, vision,
hearing)




Practical Steps for Better Retirement
Healthcare Forecasting

01

02

03

Use Medicare-Specific
Inflation Rates

Track Part A, Part B, Part D,
and supplemental coverage
separately using historical
Medicare data and CMS
projections—not generic
healthcare cost inflation.

04

Model IRMAA Surcharges

If clients have retirement
income above IRMAA
thresholds, factor in
additional premiums for Part
B and Part D. These
surcharges can add
thousands of dollars annually.

05

Account for Enroliment
Timing

Model the impact of delayed
enrollment penalties. A 10%
Part B penalty per 12-month
delay period lasts for life and
compounds significantly over
a long retirement.

06

Differentiate Coverage
Types

Use distinct cost structures
for traditional Medicare
(Medigap + Part D) versus
Medicare Advantage
(bundled with defined out-of-
pocket maximums).

Q7

Incorporate Regional Cost
Variations

Where your clients live affects
their Medicare costs. Use
regional data when available
to refine projections and
reflect local plan availability.

Factor in Chronic Condition
Risk

Use prevalence data to
estimate the likelihood of
developing conditions that
drive higher healthcare
utilization. Adjust projections
based on client health
profiles.

Review Projections Annually

Medicare premiums, plan options, and coverage rules change every year. Update your models

regularly to reflect the latest data and policy changes.



Why This Matters Now

The expansion of the 65-84 age cohort is underway, and it will continue for decades. This
demographic shift drives demand for Medicare services, influences program sustainability, and
shapes the cost environment your clients will navigate throughout retirement. The baby
boomer generation aging through the system is not a future risk — it is a present reality that is
already reshaping Medicare's cost and coverage landscape.

Medicare Advantage enrollment continues to grow, now covering more than half of eligible
beneficiaries. This trend affects plan availability, cost structures, and the supplemental
coverage landscape in ways that compound year over year. Prescription drug costs remain a
significant and volatile component of retiree healthcare spending — with Part D enrollees
filling over a billion prescriptions annually, any policy changes or pricing shifts can materially
impact client cash flow and portfolio sustainability.

Regulatory and policy uncertainty around Medicare's long-term solvency adds another layer of
complexity. The Medicare Hospital Insurance trust fund faces ongoing challenges, and
potential legislative changes could affect benefits, premiums, or cost-sharing structures.
Building flexibility into your models allows you to adapt as the landscape evolves — protecting
your clients from the compounding risk of outdated assumptions.

Demographic Wave

The 65-84 cohort is expanding for
decades, driving sustained demand and

cost pressure across the Medicare system.

Drug Cost Volatility

1B+ prescriptions filled annually under
Part D make drug pricing shifts a direct
threat to portfolio sustainability.

Advantage Growth

Medicare Advantage now covers 50%+ of
eligible beneficiaries, reshaping cost
structures and supplemental coverage
needs.

¥

Policy Uncertainty

Medicare trust fund challenges and
potential legislative changes require
flexible models that can adapt to new
realities.



Moving Beyond Generic Estimates

Retirement healthcare forecasting improves when you move beyond broad
assumptions and integrate the specific, granular data points that drive real
Medicare costs. Age distribution, enrollment patterns, regional variations,
chronic condition prevalence, and component-level cost trends all matter —
and all are available to planners willing to build them into their models.

Your clients depend on accurate projections to make informed decisions
about retirement timing, withdrawal strategies, and coverage choices. By
incorporating detailed Medicare data into your models, you deliver more
realistic forecasts, better liquidity management, and stronger long-term
financial outcomes. The difference between a generic estimate and a
granular Medicare-informed projection is not academic — it can mean the
difference between a retirement plan that holds and one that doesn't.

"The data exists. The tools are available. The question is whether your

forecasts are using them."



Expert Guidance on Medicare Transitions

Need expert guidance on Medicare transitions for your clients or
organization? Rodney Powell, the "Medicare Video Guy" and advisor with
Senior Health Services, helps employers and financial professionals navigate
Medicare enrollment, reduce healthcare costs, and simplify the transition

process.

Why Work with Rodney? Contact Rodney Today

e Over 300 educational Medicare videos Phone: 855-360-5263
produced

Website: MedicareVideoGuide.com

e Trusted expertise across 35+ states
e Specializes in employer and financial Get the support you and your clients

professional support need —at no cost.

e Helps reduce healthcare costs and simplify
enrollment

e Services provided at no cost
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