
What is long-term care?
Long-term care is a range of services and supports you may need near the end of your life for basic everyday tasks, 
including housework, bathing, and eating. Long-term care includes assistance in your own home as well as  
residence in nursing homes and assisted living facilities. This briefing highlights key considerations and strategies for 
planning for long-term care and assumes that you will self-insure rather than purchasing long-term care insurance.

Likelihood of needing long-term care
Approximately 69% of Americans age 65 and older will need some form of long-term care at some point in 
the future, and 20% will need care for more than five years.1 Some individuals are at higher risk for developing 
medical conditions that require long-term care, but it is impossible to predict the exact type and duration of your 
future care needs. According to the U.S. Department of Health and Human Services, the average American 
turning 65 today will spend $138,000 2 on long-term care. However, many will spend significantly more.

What does long-term care cost?
Long-term care is a wildcard, because you may or may not need it. If you do, it’s a cost that may compound 
over decades, at an uncertain inflation rate. Although you may escape the drain of long-term care expenses,  
if you don’t, they can wipe out your savings at or before the end of your life. Planning and saving for this  
potentially enormous future expense will give you the peace of mind that comes from knowing you’re covered, 
and it will also protect your loved ones from the financial burden of your future care.

Below, the table on the left illustrates the cost for a single year of various forms of care in current dollars and 
at various times in the future. The table on the right illustrates the exact same types of costs, but for a total of 
three years of care.
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Costs of Long-Term Care3 
Estimates for future costs based on national medians + 3% annual inflation

1 Year of Care

Home Care  
(44 hours/week)

Assisted Living 
(private room)

Nursing Home 
(private room)

Current $51,000 $49,000 $102,000

+ 10 years $69,000 $65,000 $137,000

+ 20 years $93,000 $88,000 $185,000

+ 30 years $125,000 $118,000 $249,000

+ 40 years $168,000 $159,000 $333,000

3 Years of Care

Home Care  
(44 hours/week)

Assisted Living 
(private room)

Nursing Home 
(private room)

$154,000 $146,000 $307,000

$208,000 $196,000 $412,000

$279,000 $263,000 $554,000

$375,000 $354,000 $747,000

$504,000 $476,000 $1,000,000

Source:  Genworth Cost of Care Survey, 2019 (all numbers rounded to nearest thousand).

1 “How Much Care Will You Need?” LongTermCare.gov (U.S. Department of Health and Human Services, October 10, 2017).
2 Melissa Favreault and Judith Dey, “Long-Term Services and Supports for Older Americans:  Risks and Financing Research Brief,” Office of the Assistant Secretary for 

Planning and Evaluation (U.S. Department of Health and Human Services, February 2016).
3 “Cost of Care Survey 2019,” Aging & Your Finances (Genworth, November 21, 2019).
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Types of long-term care
There are three primary types of long-term care. We list them here in order of the level of services they offer. 
People typically progress from one to another as their needs intensify.

Home care

 Home care allows you to continue living in the comfort of your own home with support from your 
family and/or professional caregivers. While the national average for homemaker services is $22 per 
hour, in-home skilled nursing care averages $88 per visit.4 Adult day care centers can supplement home 
care by providing activities and personal support for elderly people outside of their homes, temporarily 
relieving the home caregiver. The national average cost, per day, for an adult day care center is $75.5 

Assisted living facility

 Assisted living facilities provide a more independent lifestyle than nursing homes while maximizing 
quality of life and recreational and social activities.6 The average stay is two and a half years.7 There are 
assisted living homes that specialize in care for individuals with Alzheimer’s.

Nursing home

 Nursing homes offer more extensive medical services for individuals who require daily medical care or 
have severe cognitive impairments. This makes a nursing home the most expensive long-term care option. 
The cost of nursing home care has been increasing by about 5% annually for the last several decades. In 
comparison, the cost of other forms of long-term care have risen closer to the overall inflation of about 
3% during this period. The average stay in a nursing home is a little over two years.8 

Long-term care costs vary dramatically by state
The cost of long-term care varies dramatically by location, with the average cost in some states almost double 
that in other states. For example, a private room in a nursing home runs, on average, $120,000 per year in 

4 Ibid.
5 Ibid.
6 “Comparing Assisted Living and Nursing Home Care,” Paying for Senior Care (Caring, LLC, October 2, 2019).
7 Brad Breeding, “So I'll Probably Need Long-Term Care, But for How Long?” myLifeSite Blog (myLifeSite, LLC, July 6, 2016).
8 Ibid.
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Washington compared to $68,000 per year in Louisiana. And the geographic differences in cost apply regard-
less of the type of care. Therefore, it is critical to ensure your financial plan incorporates the potential costs of 
the most expensive state in which you may receive this type of care.


                           Americans 85 years 
and older have Alzheimer’s disease, 
and the total lifetime cost of care 
for someone with dementia is close 
to $400,000.9 

1 in 3

9 “2020 Alzheimer's Disease Facts and Figures,” Alzheimer's & Dementia 16, no. 3 (March 10, 2020): pp. 391-460.
10 “Who Pays for Long-Term Care?” LongTermCare.gov (U.S. Department of Health and Human Services, October 10, 2017).

Strategies for saving for long-term care
Paying for long-term care may require tapping multiple 
sources of savings—perhaps all of them. Even still, you many 
need to supplement your own savings through other means, 
including home equity lines of credit or reverse mortgages, 
benefits from long-term care insurance (if purchased), and/or 
support from family members. Regardless of how you antici-
pate financing long-term care in the future, you should start 
saving now. Your financial adviser can help you develop a 
personalized plan that fits your individual needs, circumstances 
and preferences.

Maximize health savings accounts (HSAs)
HSAs are triple tax-advantaged savings vehicles. You contribute pre-tax, the investment grows tax-deferred, 
and you can withdraw tax-free for qualified expenses, including long-term care, subject to limitations. To 
maximize these tax benefits, you can forego withdrawing funds for current medical expenses and instead 
allocate the investment to grow long-term.

However, only Americans enrolled in high-deductible health insurance plans qualify to contribute to an HSA, 
and there are annual contribution limits ($3,550 for individuals and $7,100 for families in 2020). Thus, an HSA 
is typically insufficient as the sole vehicle to save for long-term care. For more detailed information about 
HSAs, see our “Health Savings Accounts 101” briefing.

The role of public programs
Understandably, there can be confusion about what types of assistance for long-term care may be available 
from public programs. Here is a high-level summary.

Medicare

Medicare can subsidize your health insurance costs after the age of 65, but it does not cover long-term assistance  
with daily activities such as eating and bathing. Medicare only covers long-term care if you require skilled 
medical services or rehabilitative care. The maximum nursing home stay covered by Medicare is 100 days, but 
the average is only 22 days.10 

Social Security

Social Security can be one source of income to help finance long-term care, but it is insufficient on its own to 
cover the high costs. Delaying Social Security benefits from the minimum age of 62 to the maximum age of  
70 progressively increases this income stream later in life, but it requires you to rely on personal savings in 
the interim.

Medicaid

While Medicaid can cover a large share of long-term care costs, it is only available to people who meet certain 
eligibility requirements, such as having income and assets below a certain limit or a chronic disability.



www.keatingwealth.com 
(720) 408-5250

Keating Wealth Management, LLC is a registered investment adviser. Information presented is for educational purposes only and does not intend to make an offer or solicitation for the sale 
or purchase of any specific securities, investments, or investment strategies. Investments involve risk and, unless otherwise stated, are not guaranteed. Be sure to first consult with a qualified 
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Gender
Gender is an important consideration when planning for 
long-term care for two reasons. First, women have longer life 
expectancies than men, on average, and therefore need long-
term care for greater periods of time. Statistically, women are 
twice as likely as men to need long-term care for more than 
five years.11 

Second, two-thirds of caregivers are women.12 As the family 
members who most often provide care on an unpaid basis, 
women typically experience a greater financial burden while 
providing care. Saving for long-term care costs can reduce this 
burden for all members of your family.


The total lost wages due to leaving 
the workforce early to care for an 
elderly family member are 

60% 

higher for women than for men.13

11 Melissa Favreault and Judith Dey, “Long-Term Services and Supports for Older Americans: Risks and Financing Research Brief,” Office of the Assistant Secretary for 
Planning and Evaluation (U.S. Department of Health and Human Services, February 2016). 

12 “Who Will Provide Your Care?,” LongTermCare.gov (U.S. Department of Health and Human Services, September 21, 2018).
13 “The MetLife Study of Caregiving Costs to Working Caregivers,” National Alliance for Caregiving (MetLife Mature Market Institute, June 2011).


