how to save for retirement while on
disability

Navigating Retirement Savings While Receiving Disability Benefits

how to save for retirement while on disability presents a unique set of
challenges, but it is an achievable goal with careful planning and a
strategic approach. Many individuals who rely on disability benefits for
their income may feel that saving for retirement is an insurmountable task.
However, by understanding the specific rules and options available, and by
implementing smart financial strategies, it is indeed possible to build a
secure financial future even while living with a disability. This
comprehensive guide will explore various avenues for saving, including
understanding benefit limitations, utilizing special savings accounts, and
leveraging available resources. We will delve into the intricacies of how
different types of disability benefits impact savings, the importance of
creating a realistic budget, and the various investment vehicles best suited
for individuals with limited income.
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Understanding Your Disability Benefits and
Savings Limits

Receiving disability benefits, whether from Social Security Disability
Insurance (SSDI) or Supplemental Security Income (SSI), often comes with
specific regulations regarding asset limits. It is crucial to understand
these limitations to avoid jeopardizing your current income stream. SSDI, for
instance, is an earned benefit based on your work history and contributions
to Social Security. It generally does not have strict asset limitations in
the same way that SSI does. However, your ability to continue receiving SSDI
is primarily tied to your medical condition and your ability to perform
substantial gainful activity. SSI, on the other hand, is a needs-based
program for individuals with limited income and resources. This means that
there are strict limits on the amount of money and assets you can possess
while receiving SSI.

For SSI recipients, understanding the resource limit is paramount. As of
recent guidelines, individuals can generally only have up to $2,000 in
assets, while couples can have up to $3,000. This includes savings accounts,
checking accounts, stocks, bonds, and other valuable possessions. Excluded
assets typically include your primary residence, one vehicle, personal
belongings, and funds set aside in specific types of specialized savings
accounts designed for individuals with disabilities. Failing to adhere to
these limits can result in a reduction or termination of your SSI benefits,
making it essential to manage any savings very carefully and within the
designated allowances.



Strategies for Saving on a Fixed Income

Saving for retirement on a fixed income, especially one derived from
disability benefits, requires meticulous budgeting and disciplined spending.
The first step is to create a detailed breakdown of all your income sources,
including your disability payments, and then meticulously track all your
expenses. Identifying areas where you can reduce spending is key to freeing
up even small amounts for savings. This might involve cutting back on non-
essential purchases, exploring lower-cost alternatives for goods and
services, or utilizing community resources and discounts available to
individuals with disabilities.

Developing a realistic retirement savings goal is also vital. While it may
seem daunting to reach a substantial retirement nest egg, any amount saved
consistently will grow over time, especially when combined with potential
investment returns. Even saving a small percentage of your monthly income,
perhaps $25 or $50, can make a significant difference over several years.
Prioritizing saving as a non—-negotiable expense in your budget, just like
rent or utilities, can help instill the discipline needed to stay on track
with your long-term financial objectives.

Creating a Detailed Budget

A comprehensive budget is the cornerstone of successful saving for anyone,
but it's particularly critical when relying on disability income. Start by
listing all guaranteed income sources, such as your monthly disability
benefit checks. Next, categorize all your expenses. Common categories include
housing (rent/mortgage, utilities, property taxes), food, transportation

(gas, public transport, car maintenance), medical expenses (co-pays,
prescriptions, therapies not fully covered), personal care, and any essential
debt payments. Be honest and thorough; even small, recurring expenses can add

up.

Once you have a clear picture of your incomings and outgoings, identify
discretionary spending. This is the area where you have the most control to
reduce costs. Look for opportunities to:

e Reduce entertainment expenses by seeking free or low-cost activities.
e Minimize dining out by cooking more meals at home.

e Shop smart by comparing prices, using coupons, and buying in bulk when
appropriate.

e Evaluate subscription services and cancel those that are not regularly
used.

e Seek out local discounts and programs for individuals with disabilities.
By systematically reducing non-essential spending, you can redirect those

funds towards your retirement savings goals, even if the initial amounts are
modest.



Prioritizing Savings

Treating your retirement savings as a mandatory bill can fundamentally shift
your financial mindset. Instead of viewing savings as something you do with
leftover money, make it a fixed line item in your budget that you allocate as
soon as you receive your income. Automating these savings, if possible, can
further enhance discipline. Many financial institutions allow you to set up
automatic transfers from your checking account to a savings or investment
account on a recurring basis. This removes the temptation to spend the money
and ensures consistent progress towards your goals.

Utilizing Special Savings Accounts for
Disability Beneficiaries

Fortunately, there are specific financial tools designed to help individuals
with disabilities save money without negatively impacting their eligibility
for needs-based benefits like SSI. These accounts are often referred to as
ABLE (Achieving a Better Life Experience) accounts, which were established
under federal law to provide individuals with disabilities and their families
a tax—-advantaged way to save for disability-related expenses and future
security. Understanding how these accounts work is a critical part of
effectively saving for retirement while on disability.

ABLE accounts allow individuals with disabilities to save money beyond the
typical resource limits for SSI and other means-tested programs.
Contributions to an ABLE account are made with after-tax dollars, and
earnings within the account grow tax—free if used for qualified disability
expenses. While the primary purpose of ABLE accounts is to cover current and
future disability-related costs, the accumulated funds can certainly
contribute to a more secure retirement. The maximum annual contribution to an
ABLE account is set by the IRS and can be supplemented by the account owner's
employer, up to a certain limit.

Understanding ABLE Accounts

An ABLE account 1is a savings and investment vehicle established for the
benefit of an individual with a disability. To be eligible, the individual
must have a condition that began before the age of 26, and they must meet
Social Security Administration (SSA) criteria for disability or be a
recipient of SSI or Social Security disability benefits. The account is owned
by the designated beneficiary, and funds can be withdrawn for a wide range of
qualified disability expenses. These expenses include, but are not limited
to:

Education

e Housing

e Transportation

Employment support



e Assistive technology

Health, wellness, and basic living expenses

e Financial planning and management services

Other disability-related needs.

The flexibility of qualified expenses means that funds saved in an ABLE
account can indirectly support retirement by covering essential needs, thus
freeing up other income for savings, or can be directly used for retirement-
related needs if they are also considered disability expenses.

Contribution Limits and Benefits

The annual contribution limit for an ABLE account is set by the IRS and is
adjusted periodically for inflation. In addition to the standard contribution
limit, if the account owner is working and does not contribute an amount
equal to or exceeding the federal poverty line for a one-person household,
they may be able to contribute an additional amount, provided their employer
also contributes. This ability to save beyond traditional limits is a
significant advantage for individuals looking to build retirement security.
Furthermore, any earnings on investments within the ABLE account grow tax-
deferred, and withdrawals for qualified expenses are tax-free. This tax
advantage can accelerate savings growth, making it a powerful tool for long-
term financial planning.

Investing Wisely for Long-Term Retirement
Growth

While saving is the first step, making your money work for you through
investments is crucial for long-term retirement growth. For individuals on
disability, the approach to investing needs to be balanced, considering both
potential returns and the associated risks, especially given the sensitivity
of asset limits for certain benefit programs. It's often advisable to consult
with a financial advisor who understands the nuances of disability benefits
and can help create a personalized investment strategy.

When considering investments, it's important to understand your risk
tolerance. For individuals who are more risk-averse or have a shorter time
horizon until retirement, more conservative investment options might be
suitable. These could include high-yield savings accounts, certificates of
deposit (CDs), or certain types of bonds. For those with a longer time
horizon and a greater capacity to absorb potential market fluctuations, a
more diversified portfolio that includes some equities might be considered.
The key is to align your investment choices with your financial goals, time
horizon, and comfort level with risk.

Conservative Investment Options



For those who prioritize capital preservation and stability, several
conservative investment options can provide modest returns while keeping your
principal safe. High-yield savings accounts offer a slightly better interest
rate than traditional savings accounts, providing liquidity and a safe place
for your funds. Certificates of Deposit (CDs) typically offer higher interest
rates than savings accounts in exchange for locking up your money for a fixed
term. Treasury bonds, issued by the U.S. government, are considered among the
safest investments available, offering predictable interest payments and the
return of your principal at maturity.

These types of investments are generally well-suited for individuals who
cannot afford to risk losing any of their saved capital. While the returns
may not be as high as those from more aggressive investments, they provide a
reliable foundation for savings and can help your money grow at a rate that
outpaces inflation, albeit modestly. For individuals managing their assets
closely to maintain eligibility for programs like SSI, these more stable
options can be particularly appealing due to their predictable nature and low
risk of principal loss.

Diversified Investment Portfolios

A diversified investment portfolio spreads your investments across different
asset classes, reducing overall risk. This means not putting all your eggs in
one basket. A common approach involves a mix of stocks, bonds, and
potentially other assets like real estate or commodities. Stocks generally
offer higher potential for growth but also come with higher wvolatility. Bonds
typically offer more stability and income but have lower growth potential
than stocks. The ideal mix depends on your individual circumstances,
including your age, financial goals, and comfort with risk.

For individuals on disability, constructing a diversified portfolio often
requires careful consideration of how different asset types affect their
benefit eligibility. For example, some investment vehicles might be
considered countable assets for SSI purposes, while others, like those held
within an ABLE account, may be treated differently. Working with a financial
advisor who specializes in working with individuals with disabilities can be
invaluable in creating a diversified portfolio that maximizes growth
potential while safeguarding your essential benefits.

Maximizing Your Retirement Savings Through
Other Avenues

Beyond dedicated savings accounts and investments, there are other strategies
and resources that can help individuals on disability maximize their
retirement savings. Exploring all available avenues can lead to a more robust
financial future. This might involve looking at government programs,
employer—sponsored options if applicable, and making the most of tax credits
or deductions.

Even small amounts from unexpected sources can be directed towards retirement
savings. For example, receiving a tax refund, a small inheritance, or a gift
from family can be strategically allocated. It's also worth exploring if



there are any opportunities for supplemental income that do not negatively
impact your disability benefits. This requires careful research into the
specific rules of your benefits program and potentially seeking advice from a
qualified professional.

Employer—-Sponsored Retirement Plans

If you are working part-time or in a capacity that allows for employment,
even with a disability, you may have access to an employer—-sponsored
retirement plan, such as a 401 (k) or 403 (b). These plans often come with
employer matching contributions, which is essentially free money that can
significantly boost your retirement savings. Even contributing a small
percentage of your income to a 401 (k) can be highly beneficial, especially if
your employer offers a match. It is crucial to understand the rules of your
specific plan and how contributions might interact with your disability
benefits, though generally, contributions to retirement plans are not
considered countable assets for SSI purposes in the same way as immediate
savings.

Government Programs and Tax Incentives

While disability benefits provide a crucial safety net, understanding other
government programs and tax incentives can further support your financial
well-being. For example, 1f you are a veteran receiving disability
compensation, there might be additional programs or benefits available. For
those who are not working, but whose spouses are, understanding spousal
benefits for Social Security retirement could be relevant. Additionally,
exploring tax credits and deductions that you may be eligible for as an
individual with a disability can increase your disposable income, some of
which can then be directed towards savings. Consulting with a tax
professional or a financial planner specializing in disability-related
finances can help identify these opportunities.

Planning for the Future: Professional Guidance

Navigating the complexities of saving for retirement while on disability can
be overwhelming. The rules surrounding asset limits, benefit eligibility, and
investment strategies can be intricate. Therefore, seeking professional
guidance from qualified individuals is not just recommended; it is often
essential to ensure you are making informed decisions that protect your
current benefits while building for the future.

Financial advisors, particularly those with experience working with
individuals with disabilities and their unique financial circumstances, can
provide personalized advice. They can help you understand the implications of
different savings and investment strategies on your benefits, assist in
creating a realistic retirement plan, and guide you through the process of
setting up and managing accounts like ABLE. Furthermore, working with a
disability advocate or a legal professional specializing in disability law
can ensure you are fully compliant with all regulations and maximizing the
benefits to which you are entitled.



Consulting a Financial Advisor

A good financial advisor can be an invaluable partner in your retirement
planning journey. They can help you assess your current financial situation,
understand your long-term goals, and develop a tailored strategy for saving
and investing. When choosing an advisor, look for someone who has specific
experience with clients who receive disability benefits. They should be
knowledgeable about the rules governing SSI and SSDI, as well as the benefits
and limitations of accounts like ABLE. An advisor can help you create a
diversified investment portfolio that aligns with your risk tolerance and
financial objectives, while also ensuring that your assets do not jeopardize
your eligibility for essential government programs.

Understanding Legal and Advocacy Resources

Beyond financial advice, understanding your legal rights and available
advocacy resources 1is crucial. Disability advocates and legal aid societies
can provide information and support on a wide range of issues, including
benefit eligibility, appeals, and financial planning. They can help ensure
that you are receiving all the benefits you are entitled to and that your
financial decisions are made in compliance with the law. These professionals
can be particularly helpful in complex situations, such as managing
inheritances or navigating changes in benefit regulations. Their expertise
can provide peace of mind and a stronger foundation for your retirement
security.

Frequently Asked Questions (FAQ)

Q: How much can I save in an ABLE account without
affecting my SSI benefits?

A: ABLE accounts are specifically designed to allow individuals with
disabilities to save beyond the typical $2,000 resource limit for SSI. While
contributions to an ABLE account do not count towards the SSI resource limit,
the account balance itself is generally disregarded for SSI eligibility up to
a certain threshold (often the SSI asset limit of $2,000 for the individual,
but the total account can be much higher). However, it's important to note
that the earnings within the ABLE account can affect your SSI benefit
calculation if withdrawn and spent on non-qualified expenses. Always consult
the specific rules of your state's ABLE program and the Social Security
Administration for the most accurate and up-to-date information.

Q: Can I contribute to a traditional IRA or 401 (k)
while receiving disability benefits?

A: Yes, in many cases, you can contribute to a traditional IRA or a 401 (k)
(if you are working). Contributions to these retirement accounts are
generally not considered countable assets for SSI purposes because they are
designated for future use. However, the account balances themselves may be
considered assets depending on the specific type of account and the rules of



your disability benefit program. For SSDI recipients, asset limits are not
typically a concern, but for SSI recipients, it is crucial to understand how
these accounts might be evaluated. Consulting with a financial advisor is
highly recommended to navigate these specifics.

Q: What are considered "qualified disability
expenses" for an ABLE account?

A: Qualified disability expenses are broadly defined and encompass a wide
range of costs that assist the designated beneficiary in maintaining or
improving their health, independence, or quality of life. This can include
education, housing, transportation, employment support, assistive technology,
health-related expenses (including medical care, therapy, and preventative
care), personal support services, financial planning, and legal fees.
Essentially, if an expense 1is related to living with a disability, it is
likely to be considered a qualified expense.

Q: How can I budget effectively for retirement on a
limited disability income?

A: Effective budgeting on a limited disability income involves a few key
steps. First, meticulously track all your income and expenses to understand
where your money is going. Identify non-essential spending that can be
reduced or eliminated. Prioritize savings by treating it as a non-negotiable
expense in your budget. Automating savings transfers, even small amounts, can
help ensure consistency. Explore all available discounts and assistance
programs for individuals with disabilities. Creating a detailed and realistic
budget, and sticking to it, is the foundation for successful saving.

Q: Are there any special tax benefits for saving for
retirement while on disability?

A: The primary tax advantage comes from utilizing ABLE accounts, where
earnings grow tax—-free if used for qualified disability expenses.
Additionally, if you are working, contributions to a 401 (k) or IRA are often
tax—-deductible, which can lower your taxable income. There might also be
other tax credits or deductions available to individuals with disabilities
that could indirectly help increase your disposable income, which can then be
allocated to savings. It is advisable to consult with a tax professional to
understand all applicable tax benefits.

Q: What is the difference between SSDI and SSI, and
how does it affect my ability to save for retirement?

A: SSDI (Social Security Disability Insurance) is an earned benefit based on
your work history and contributions to Social Security. It generally does not
have strict asset limits, but your eligibility is based on your medical
condition and inability to work. SSI (Supplemental Security Income) is a
needs-based program with strict limits on income and resources (assets). For
SSI recipients, saving for retirement requires careful management of assets
to stay within the resource limits, making specialized accounts like ABLE
crucial. SSDI recipients generally have more flexibility with savings.



Q: Can I work part-time while receiving disability
benefits and save for retirement?

A: Yes, in many cases, you can work part-time while receiving disability
benefits. However, the ability to do so and the impact on your benefits
depend on the specific type of disability benefit you receive and the nature
of the work. For SSI, there are rules about "earned income" that can affect
your benefit amount. For SSDI, there are provisions for "trial work periods."
If you are able to work, contributing to an employer-sponsored retirement
plan like a 401 (k) is an excellent way to save for retirement. It is
essential to understand the "substantial gainful activity" (SGA) limits and
other rules related to working while on disability.
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state unequally and inequitably favors employers over employees. Several chapters included in this
collection also consider how the state shapes, creates and maintains through law the social identities
of employer and employee and how that legal regime operates as the allocation of power and
privilege. This unique and fundamental role of the state in defining the employment relationship
profoundly affects the respective abilities and degree of resiliency of actual employers and
employees. Other chapters explore how attention to the respective vulnerability and resilience of
those who do and those who direct work in assessing the employment relationship can raise
fundamental questions of social justice and suggest new avenues for critical engagement with labor
and employment law. Collectively, these pieces articulate a framework for imaging what would
constitute an appropriately Responsive State in the employment context and how those interested in
social justice might begin to use the concepts of vulnerability and resilience in their arguments.
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