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You Can GET THERE from Here

a shortfall between the amount you expect

to have and the amount you anticipate

needing, it’s time to get your savings pro-

gram back on track.  

Add to Your Plan

One of the best ways to deal with a short-

fall is to increase the amount you’re con-

tributing to your retirement plan. The

maximum amount you can contribute to a

401(k) plan or 403(b) annuity in 2008 is

generally $15,500. If you’re age 50 or

older and you’ve contributed the maxi-

mum amount, consider making “catch-up”

contributions. (Not every retirement plan

permits this option.) Essentially, catch-up

contributions give older plan participants a

chance to make up for lost time. The maxi-

mum catch-up contribution amount for

most plans for 2008 is $5,000.  

Reexamine Your Investing Style

Take a look at how you have allocated

your retirement investments. Is a large

percentage invested in bond or cash

equivalent investments? Bond and cash

investments typically deliver fairly modest

returns. You want your investment returns

to at least beat the rate of inflation.  

Historically, stocks have delivered long-term

returns that exceed, on average, the infla-

tion rate and are higher than both bond

and cash equivalent investment returns.

(Past performance doesn’t guarantee future

results.) If you are not hold-

ing the appropriate amount

of stocks for your risk profile,

you may want to adjust your port-

folio to include a greater percentage

of stocks. Keep in mind, however,

that of the three investment types,

stocks carry the greatest risk.

Begin the Journey

It’s never too late to make saving

and investing for retirement a top

priority. Following these steps can

help you make up for lost time

and move closer to a

financially secure 

retirement.

If you think you’ve missed the boat on

saving for your retirement, think again. 

No matter how close to retirement you are,

it’s never too late to start making up for 

lost time. Here are some steps that will

help move you from where you are now 

to where you want to be.

Start with a Review

The first step is to figure out where you

stand in terms of meeting your retirement

savings goal. To do that, you’ll need to

determine how much annual income you’ll

need to live comfortably during retirement.

Many experts suggest that you’ll need 

70% to 80% of your annual preretirement

income for each year of retirement. (Future

inflation will be a factor in determining the

amount necessary for retirement.)  

Next, estimate how much your current

retirement savings will grow between now

and retirement. You can use five- and ten-

year average annual total returns for the

various asset classes to get a rough esti-

mate of your retirement savings’ future

growth. Based on your particular mix of

assets, be sure to come up with an appro-

priate average return. (Check your recent

plan statements for up-to-date perfor-

mance information.) Look at other savings,

investments, Social Security benefits, and

any pension benefits you may have com-

ing. Once you add it all up, you’ll have a

good idea of where you stand. If there’s 
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Sometimes, investors are in for a bumpy

ride. Rising inflation and dips in key

economic sectors can come together 

in a perfect storm. When that happens, 

the economy as a whole seems to get the

jitters — and that can be contagious.  

When an unsettled economic climate

combines with an above average increase

in the cost of living, you may be tempted

to head for safety by getting out of stocks. 

Or you might decide to cut back on the

amount you’re saving for retirement or

stop contributing altogether. But before

you make any decisions about your

RIDING OUT Rough Conditions

retirement investments, take a deep 

breath — then step back and look at the

big picture.

The Big Picture

The economy and the stock market tend

to be cyclical. Stocks, like real estate and

commodities, rise and fall in value all the

time. Those are facts of life. The recent

decline in home real estate prices follows

a five-year boom in many areas of the

country. Likewise, the fall in the stock mar-

ket since the beginning of the year follows

five years of positive gains. However,

certain stocks are particularly sensitive to

the state of the economy. 

What’s happening now is probably not a

permanent state of affairs. As you can see

from the chart, investors earned an aver-

age annual return of 12.83% in the stock

market for the five-year period ending on

December 31, 2007.

While it’s impossible to predict what will

happen with stock prices in the future, the

history of the stock market shows that,

over time, the stock market has bounced

back, even after severe price declines. 



What Can You Do?

When the going gets rough, avoid making

any sudden changes to your portfolio.

They could prove costly. Instead, keep the

following guidelines in mind. 

• Put things in perspective. A 200 or 300

point drop in the Dow Jones Industrial

Average (DJIA)** in one day may seem

like a huge decline. However, in percent-

age terms, a 300 point drop when the DJIA

is at 13,000 is “only” a 2.75% decline.

Although significant, that type of decline is

a relatively small one in the overall history

of stock market sell-offs. 

• Take the long view. Remember that as 

a long-term investor, you have time for

your investments to recover from the 

stock market’s occasional downturns. 

And you have many additional years

ahead to benefit from compounding.

• Don’t confuse a paper loss with a real
loss. When the share price of a fund or

portfolio in your retirement account drops,

it’s only a loss on paper. It does not

become a real loss until you actually sell

or switch out of the losing investment. 

A market rebound can erase a paper 

loss if the investment’s value rises. 

• Look on the bright side. When stock

prices are down, your contributions will

likely buy more shares, and you’ll be in a

better position to benefit from a recovery. 

The Bottom Line

It’s tough to be an investor when the mar-

kets are stormy. And it’s difficult to keep

saving for retirement when money is tight.

But do your best to keep your eye on 

your long-term goals and contribute as

much as you can to your retirement plan.

You’ll be glad you did when the rough

conditions pass.  

** An average of 30 selected companies whose
movements can be used to indicate how the overall
stock market is doing. Introduced in 1896, it is the
oldest measure of stock prices in continuous use.

Annual Return for Large Company Stocks 2003-2007*

5.49%

2003 2004 2005 2006 2007

15.78%

4.93%

10.86%

28.68%
Average Annual Return 
for the Period: 12.83%

* Based on the Standard & Poor’s 500 Stock Index, an unmanaged index of the stocks of 500 major corporations.
You cannot invest directly in an index. Source: Russell Data Services



any possible declines in the market. As

you get closer to retiring, however, you

may find you want to reduce your expo-

sure to market swings and potential short-

term losses by having a smaller portion of

your retirement investments in stocks. 

Evaluate Your Investment Options

Now look at your investment choices.

Each investment that your retirement plan

offers has its own characteristics and

objectives. Keeping your investing time

frame and risk tolerance in mind as you

review your options will help you zero in

on the ones that match your needs. Here

are some additional things to consider. 

Risk. Some funds or portfolios are riskier

than others. For example, stock funds 

that invest in very small companies are

riskier than funds that invest in the stocks

of large companies. And funds that invest

in a limited number of companies are

riskier than those that invest in numerous

companies. 

Track Record. How well has the fund or

portfolio performed compared to similar

You don’t have to be a genius to choose

the right investments for your retirement

plan account. But it does help to know the

basics. Understanding a few key concepts

can go a long way toward helping you

choose investments that are a good “fit.” 

Review Your Risk Tolerance

Start by looking at risk. Stocks have histor-

ically offered the best opportunity for

growth and have outperformed the other

asset classes (bonds and cash equivalent

investments) as well as the annual inflation

rate. But there’s a tradeoff: Stocks can

also carry the greatest risk of loss. 

If you are comfortable taking on additional

investment risk in return for potentially

greater growth, then you may want to have

a substantial portion of your retirement

savings invested in stock funds. On the

other hand, if you have a low risk toler-

ance and can’t handle major swings in

stock prices, you’ll probably want to have

a smaller portion of your retirement sav-

ings invested in stock funds. 

Look at Your Time Frame

The amount of time you have to

invest before you retire is also

important. Why? Over the long

term, stocks have outper-

formed all other major

asset classes. Also, the

longer your investing

time frame, the 

more time your

stock investments

have to recover from

Choosing the RIGHT INVESTMENTS
investments? Compare a fund’s perfor-

mance with that of a comparable index for

various time periods — one-, five-, and

ten-year periods, for example. If the fund

or portfolio has consistently underper-

formed its benchmark index, you’d be

wise to look at other investment options. 

Longevity. It’s tough to assess a fund or

portfolio if it’s only been operating for a

year or so. You may want to wait a few

years before investing. 

Management. Is the fund or portfolio man-

aged by a single person? Or by several

individuals? It may pose a problem if a

high-performing fund or portfolio has only

one investment manager: The fund’s track

record could change if the manager leaves.

A fund or portfolio that’s managed by sev-

eral individuals is less likely to be affected if

one of the investment managers leaves. 

The bottom line? When it comes to invest-

ing for retirement, sticking with the basics

and doing your homework can help

ensure that you’ll end up with investments

that fit your goals.

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.
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