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Time To POP the QUESTION

TrackOn
income after you retire. In addition, you’ll 

likely receive monthly Social Security pay-

ments. To find out your projected monthly 

benefit amounts at various ages, check 

your latest Social Security statement. 

(If you don’t have a recent paper copy, 

you can view your statement online at 

www.socialsecurity.gov/myaccount.) 
Pension benefits also provide a predict-

able stream of income, but not everyone 

is eligible. 

You might be planning to supplement your 

income by working after you retire. Just 

keep in mind that health issues (yours or 

someone else’s) could derail that plan. 

Set a savings goal that will provide enough 

income in case you’re not able to work. 

How Long Will It Be Until You Retire?

A long time frame for 

saving may mean you 

can make smaller contributions 

than if retirement is close. Steady 

contributions invested over a long 

period can potentially grow 

into a significant amount.

And the Answer Is . . . 

Once you’ve estimated your income 

needs, you can set a target savings 

amount. You can also calculate how 

much you should be contributing each 

payday to meet your goal. Your plan may 

offer tools and calculators to help you set 

a goal and contribution amount, or you 

may want to see a professional advisor.

Your employer’s retirement plan makes 

saving easier with automatic payroll 

deductions. And tax benefits can help 

you reach your retirement goal. 

No, not the marriage question. A different 

question that can have a big impact on 

your future: “How much should you be 

contributing to your retirement plan?” The 

answer depends, in large part, on your 

answers to the following.

What Will Retirement Look Like?

If you envision a low-key retirement, you 

probably won’t need as much savings as 

you will if you plan 

something grander. 

A retirement filled 

with travel, for exam-

ple, can be costly. 

How much you 

need to save 

depends on 

the lifestyle you 

hope to have.

Where Else 
Will Money 
Come From?

The savings 

in your retire-

ment plan 

will be one 

source of 

Source: Fast Facts and Figures About Social 
Security, 2014, Social Security Administration

Social Security 35% 35% 

Earnings 34%34% 

Pensions 17%17% 

  Savings and 
investments 11% 11% 

Other Other 3% 3% 

Sources of Retirement Income
(for those 65 and older)



Keep an EYE on YOUR INVESTMENTS

What do you look at first when you get a 

statement from your retirement plan? Your 

account balance, right? And you might 

take a minute to look at how much you 

had in your account at the beginning of 

the reporting period to find out which way 

things are going. If your balance is higher, 

you’re happy. If it’s lower, you’re disap-

pointed. Then what do you do? 

If that’s all you look at, you’re missing 

some important information. Just compar-

ing your balance from one reporting 

period to the next won’t give you a sense 

of what’s going on with the investments in 

your retirement account. Before you put 

your statement away, take a look at your 

investment returns. 

Many Different Returns of the Day

There are several ways to look at invest-

ment returns. Let’s start with the basics. 

Return is the amount you earn on the 

money you invest. If you invest $1,000 

and earn $30 in dividends the first year, 

your return is $30, or 3%. If you want to 

know what your total return is, include any 

gains or losses in the investment’s value. 

If your investment gains $50 during the 

year, or 5% of its initial value, your total 

return would be 8% (3% plus 5%). 

Now What?

Once you know an investment’s total 

return (or average annual total return), 

you can see how well it’s doing relative to 

other investments and to an appropriate 

benchmark index. There will almost cer-

tainly be times when your investments 

aren’t doing as well as other investments 

or a benchmark. However, that doesn’t 

necessarily mean you should make 

a change. Look at how your returns 

compare with a benchmark index over 

longer time periods (e.g., one, three, 

five, and 10 years) before you decide 

whether to make a move. 

Understanding Fund
Total Returns 

An investment fund or portfolio is 

made up of numerous individual 

investments. A fund’s total return 

is made up of three components:

•  Share appreciation/deprecia-
tion, which is the increase or 

decrease in the market value 

of the fund’s shares. 

•  Income, which is the amount 

of interest or dividends earned 

by the investments that make 

up the fund.

•  Capital gains, which are the 

profits earned when fund invest-

ments are sold.



A Lesson in Losses

Sometimes, investments don’t just under-

perform, they fall into negative territory. 

Investors don’t like to see losses. But price 

fluctuations are part of long-term investing. 

Keep in mind that you don’t have an actual 

loss until you sell an investment for less 

than you paid for it. Until then, a loss that 

appears on your retirement plan statement 

is a “paper loss.”

If you sell an investment that has lost value, 

not only do you lock in the loss, you also 

could miss out on significant gains if that 

investment recovers. You may intend to 

jump back into the market in time to catch 

the rebound, but it’s extremely difficult to 

get the timing right. Changes can occur 

very quickly. By the time you realize the 

market is recovering, it may be too late. 

Look at the Long Term 

Market downturns are inevitable. But when 

you’re investing for something that is years 

in the future, you probably have time to 

Year Average annual total return* Excluding the best month

2010 15.06% 5.63%

2011 2.12% -7.94%

2012 13.41% 9.90%

2013 32.39% 25.89%

2014 13.69% 8.72%

ride them out. The best strategy is to 

choose investments that fit your time 

frame, goals, and risk tolerance and then 

keep your eye on them. If a paper loss 

Missing the Biggest Month Makes a Big Difference
This chart illustrates how much of a difference it can make if you miss out on 
months with strong performance. It compares the results of being invested in 
stocks* all year with being invested for all but the month with the highest return. 

* As measured by the S&P 500, an index of the stocks of 500 major U.S. corporations. The 
index is unmanaged and carries no expenses. You cannot invest directly in an index. Past 
performance does not guarantee future results. Source: DST

does crop up, the best course of action 

might be to do nothing and just give your 

portfolio some time. 
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Have you ever fantasized about inheriting 

a bundle of money or winning the lottery? 

Who hasn’t? There’s nothing wrong with 

daydreaming about getting rich quick — 

as long as you realize that those kinds 

of dreams are unlikely to come true. 

That said, it is possible for a dream to 

become a reality. Take retirement for 

example. If your goals are realistic and 

you’re determined to achieve them, 

you can — by building wealth the old-

fashioned way. With patience and a plan, 

you could end up saving enough to make 

your dream retirement come true. 

Building Blocks 

Your employer’s retirement plan is one 

of the keys to success. It’s a convenient 

way to save and invest for the future. By 

making regular contributions and choosing 

investments that fit your needs, you 

can benefit from the combination of 

compounding and time. Compounding 

From DAYDREAMING to DREAM COME TRUE
back on — or completely stop making — 

your plan contributions. Things like volatile 

market conditions and competing financial 

priorities can derail your best intentions. But 

don’t give in. The best plan of action is to 

stay focused on achieving your goal by 

consistently and automatically contributing 

to your retirement plan account. 

Sweet Dreams

So go ahead and daydream about getting 

rich quick. Then get to work building the 

savings you’ll need for your future retirement. 

* Diversification does not ensure a profit or 
protect against loss in a declining market. 
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is what happens when you earn money 

on your savings, reinvest the earnings, 

and then earn money on your savings 

and your earnings. Increasing contribu-

tions from time to time throughout your 

career will help you benefit even more 

from compounding.

A Solid Lineup

Embrace diversification* by having a 

mix of different types of investments. 

That way, if one investment or asset 

class loses value, another may deliver 

positive returns that can offset those 

losses or at least help make up for them.  

Stay in the Game

Saving continuously 

throughout your career 

may not be easy. There 

may be times when 

you’re tempted to cut 


