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TrackOn
NO Do-Overs 

Mistake #3: Being 
Too Conservative

The stock market can be 

a scary place to invest. 

But if you focus only 

on the short-term 

risks of investing in 

stock funds or port-

folios, you might 

decide to invest 

your retirement 

account too con-

servatively. Over 

the long-term, stocks 

historically have earned 

inflation-beating returns 

that have surpassed 

the returns of 

bonds and other 

less risky choices. 

If too much of your account is 

in these lower risk investments, you may 

not earn the long-term returns you need 

to meet your goal.

Mistake #4: Overreacting to 
Market Movements

If volatility causes your account balance 

to drop sharply, resist the urge to cut your 

losses and sell all your stock investments. 

Otherwise, you’ll be watching from the 

sidelines if the market eventually recovers, 

Everyone makes mistakes. The little ones 

are generally not a big deal. Others, how-

ever, are more serious — and could have 

long-lasting consequences. Since there 

are no do-overs when it comes to saving 

for retirement, you’ll want to make sure 

you avoid these common mistakes. 

Mistake #1: Not Contributing Enough

The amount you contribute each pay 

period can make a big difference in the 

total amount you have in your account at 

retirement. Contributing a little is better 

than not contributing at all. If you started 

small, plan to increase the amount you’re 

contributing gradually until you’re saving 

enough to meet your goal. 

Mistake #2: Not Setting a Goal

Don’t have a specific goal? Your next step 

should be to come up with an estimate 

of how much you need to save. If you 

don’t set a goal, you can’t measure your 

progress and you could end up without 

enough savings to fund your retirement. 

which it always has after 

past declines. Much of 

the stock market’s 

past growth has 

occurred during 

short periods. 

If you’re not 

invested in 

stocks during 

similar periods 

that may occur 

in the future, you 

could miss out on 

significant growth.

Get It Right the 
First Time

Contribute early 

and often. Set 

a savings goal. 

Choose investments 

that fit your situation and review them at 

least once a year. These fundamental tips 

can help you avoid mistakes that might 

jeopardize your retirement. 
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Going the DISTANCE
add up, making it hard for you to get 

ahead financially. Keeping your budget 

in the black makes it possible to save for 

your financial goals, including retirement.

Being proactive about saving is a better 

approach than waiting until the end of a pay 

period to see if you have anything left to 

add to your savings. With so many things to 

spend your hard-earned money on, setting 

aside money for your future can take a 

backseat unless you make it a priority. 

A Great Way To Save

Contributing to your employer’s retirement 

plan is a simple, effective way to be pro-

active and pay yourself first. You don’t see 

the money that goes into your account, so 

you don’t miss it and you can’t spend it. 

Do you still have a long way to go to reach 

your retirement savings goal? Whenever 

you get discouraged, remind yourself 

that saving for retirement isn’t a sprint, 

it’s more like a marathon. And your 

employer’s plan offers several advantages 

that can help you reach the finish line.

Encouraging News 

After tanking during the 2008 stock market 

crash and the Great Recession that fol-

lowed, retirement account balances have 

been climbing back. When the stock mar-

ket hit bottom in the first quarter of 2009, 

retirement accounts had lost about 31% of 

their peak 2007 values. By the end of 2012, 

account balances (adjusted for inflation) 

were only 1% below their 2007 peak.*  

Although your personal experience may 

be different — and it’s impossible to 

predict what the future holds for the invest-

ment markets — the signs of recovery are 

encouraging news for retirement investors.

It’s Not Always Easy

Still overwhelmed by the prospect of saving 

enough money for retirement? That’s com-

pletely understandable, especially since 

you probably have many other demands 

on your money. But having a strategy 

can help.

To be successful, it’s important not to 

spend more than you earn. Going into debt 

for things you don’t need can be a slippery 

slope. Interest payments and other fees on 

credit cards and consumer loans can really 

If your annual
pretax contribution is

And your federal income-tax rate is

Your actual cost in equivalent take-home pay is only

$1,200 ($100/month) $1,080 $1,020 $900 $864 $804 $780 $725

$1,800 ($150/month) $1,620 $1,530 $1,350 $1,296 $1,206 $1,170 $1,087

$2,400 ($200/month) $2,160 $2,040 $1,800 $1,728 $1,608 $1,560 $1,450

$3,600 ($300/month) $3,240 $3,060 $2,700 $2,592 $2,412 $2,340 $2,174

10% 15% 25% 28% 33% 35% 39.6%

Amounts are rounded to the nearest dollar. State income taxes are not considered.  Source: NPI

Save for Retirement, Save on Taxes 



Tax benefits are another good reason to 

save in your employer’s retirement plan. 

The portion of your pay that you contribute 

to your plan on a pretax basis won’t be 

subject to federal income tax until the 

money is distributed to you. So you owe 

less tax now (see table). Any investment 

earnings on your contributions are also tax 

deferred. You don’t have to pay income tax 

on the earnings your retirement plan invest-

ments generate until you withdraw them.**

A Plan for the Future

No one knows how the investment 

markets will perform in the future. But 

there will almost certainly be dips ahead. 

Although the past doesn’t predict the 

future, the stock market has always 

recovered from past downturns. What 

should your strategy as a retirement 

investor be? Keep contributing regardless 

of what the markets are doing, choose 

investments that fit your situation, and 

increase the amount you’re contributing 

as often as you can. 

* Retirement Security Data Brief Number 6, 

Urban Institute, January 2013

** Some retirement plans also offer a 
Roth contribution option. Unlike pretax 
contributions, Roth contributions do not 
offer immediate tax savings. However, 
qualified Roth distributions are not 
subject to federal income taxes when 
all requirements are met.

Turn Spending into Savings

From time to time, review your budget to see if you can carve out some extra money 
so you can increase your plan contribution. Skipping a few cups of coffee or a lunch 
out now and again could turn into significant savings by the time you retire. 

If you trim  and put it in your plan,
spending by you could have this much saved after

 5 years 10 years 20 years 40 years 

$10/week $3,023 $7,101 $20,022 $86,298

$15/week $4,535 $10,652 $30,033 $129,447

This is a hypothetical example used for illustrative purposes only. It assumes amounts are 
invested monthly, an average annual total return of 6%, and monthly compounding. It does not 
represent the result of any particular investment. Your results will be different. Amounts are 
rounded to the nearest dollar.  Source: NPI



The possibility of losing money on an 

investment affects different people in 

different ways. One investor may cringe at 

the thought and put everything into cash 

alternative* or stable value investments. 

Another investor might focus instead on 

the potentially higher returns associated 

with riskier investments, such as stocks, 

and invest a significant amount in them. 

Risk Factors

How you feel about risk is a key factor 

when you choose investments for your 

retirement account. Here are some of the 

main risks you may face as an investor. 

Market risk is the chance of losing money 

when an entire investment market 

declines. Market risk is different from 

company risk, which relates to factors 

specific to a particular company. Dividing 

your investments among different asset 

classes may help reduce market risk 

because gains in one asset class may 

help offset declines in another. 

Interest-rate risk is the risk that the value 

of a bond (or a bond fund or portfolio) will 

fall due to increases in interest rates. When 

interest rates rise, the prices of existing 

bonds decline because they’re paying less 

interest than newly issued bonds. The higher 

a bond’s duration, the more sensitive its 

price will be to interest-rate fluctuations.

Default risk is the chance that a bond 

issuer may stop making interest payments 

or fail to repay the principal when the bond 

matures. Choosing funds and portfolios 

This newsletter is designed to provide useful information about retirement plans and investing your plan account savings. While the 
information contained herein was obtained from reliable sources, it cannot be guaranteed as to completeness or accuracy. Before acting 
on any of the information provided, consult your professional advisor.

5/3/13  FR2013-0412-0141/E  Copyright 2013 by NPI

that hold high-quality bonds from issuers 

with good credit ratings helps to limit 

default risk. 

Inflation risk is the chance that investment 

earnings won’t keep up with increases 

in the cost of living. Even when the rate 

of inflation is low, choosing all low-risk 

investments can lead to a loss in purchas-

ing power because low-risk investments 

offer lower potential returns. 

Find Your Balance

Only you can decide how much invest-

ment risk you can comfortably handle to 

reach your goal of a financially secure 

retirement. How close you are to retiring 

will also play a role in your decision, since 

even aggressive investors often become 

more conservative as they get closer to 

retirement.

* Note that cash alternative investments 
may not be federally guaranteed or 
insured and that it is possible to lose 
money by investing in cash alternatives. 
Returns on cash alternative invest-
ments may not keep pace with 
inflation, so you could lose
purchasing power.

What’s RISK Got To Do with It?


