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TrackOn
Stock market volatility can be a wild ride. If 

you follow the daily price movements of a 

stock market index, it’s enough to make 

you dizzy at times. If you watch the same 

index’s performance over longer periods, 

however, you may notice that things tend 

to smooth out. 

Unless you’re close to retiring and will need 

to tap your assets soon, taking the long-

term view probably makes sense. Rather 

than making investment decisions based 

on day-to-day or even quarter-to-quarter 

performance, step back and look at how 

your investments are doing 

over longer periods. 

Stocks over the Long Term 

Of the three major investment types — 

stocks, bonds, and cash alternatives* — 

stocks are attractive to long-term investors 

because they have historically provided the 

best opportunity for growth and the highest 

relative return over the long term. However, 

stocks have more short-term volatility than 

the other two investment types, so they 

carry more risk. 

Charting a LONG-TERM Course

* Measured by the S&P 500 Stock Index, an unmanaged index of the stocks of 500 major U.S. 
corporations. You cannot invest directly in an index. These returns are for illustrative purposes 
only and don’t reflect the returns of any specific investment or the returns that an investment in 
stocks may earn in the future. Stocks represent shares of ownership in a corporation. The value 
of stocks will fluctuate with market conditions. Past performance is no guarantee of future 
results. Your investment returns will be different. Source: NPI

Time Makes the Difference

It’s never good when prices 

drop and your stock investments 

lose value. It’s particularly bad news if 

you’re going to need your money soon. But 

when you have time on your side, you can 

focus on an investment’s long-term perfor-

mance numbers (and the stock market’s 

overall long-term performance) instead of 

its day-to-day ups and downs. 

Although past performance is no guarantee 

of future returns, and it has sometimes 

taken years, the stock market has always 

bounced back following periods of price 

drops. When you have time to wait, the 

stock investments you hold could rebound 

following any future market dips. 

* 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 investments may not keep 
pace with inflation, so you could lose pur-
chasing power.
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STRAIGHT TALK About Your Retirement 
You get that it’s important to save for 

retirement. But what you might not get, 
and you’re not alone, is how to figure out 

how much you should be saving. 

Predict Your Needs

Saving for retirement 

is like saving for a 

new car or the down 

payment on a house 

— except you’ll need 

more. As with any 

savings plan, you should 

have a goal so you can watch 

your progress. 

So how much will you need 

for retirement? Think of 

your savings as a pot of 

money that you’ll draw 

from each year to pay 

yourself during retirement. 

There’s no set rule of thumb, 

but many financial experts sug-

gest that you’ll need between 70% 

and 90% (or more) of your annual 

preretirement income to fund a 

year of retirement. 

Make Some Assumptions

Once you have a general idea of how 

much income you’ll need for a year of 

retirement, you’ll have to make several 

assumptions, specifically about:

•  Retirement income you expect to receive 

from sources other than your savings 

(such as Social Security)

•  Investment returns

•  Inflation 

•  How long you expect to be retired 

You may have access to tools through 

your plan that can help you calculate a 

personal savings goal. A professional 

advisor can also help. Once you have 

a target savings amount, you can work 

The amount of retirement income you personally are going to need will depend on 
what you plan to do when you’re retired. Estimating how much you think a year of 
retirement will “cost” will help you determine how much you’ll need to save. 
Here are some income estimates for James, a hypothetical retirement investor 
currently earning $35,000 a year with annual increases of 3%. 

If retirement is
this far away:

By the time he retires, 
James’ salary will grow to:

80% of James’ preretire-
ment salary will be:

10 years $47,037 $37,630

25 years $73,282 $58,626

40 years $114,171 $91,337

  Source: NPI

Estimating Your Income Needs

Many experts recommend 
saving 10–15% of pay 

for retirement. 

The average annual Social Security 
benefit was $15,132 in 2013. Log on 

to www.ssa.gov to access your own 
personal Social Security Statement 

and benefit estimate.



backward to figure out how much you 

should be contributing to your plan 

each payday.

Aim for Steady Progress 

Once your goal is set, break it 

into manageable steps. Start by 

increasing the amount you’re 

contributing by a small amount. 

Allow yourself a period of time to 

adjust your spending, then increase 

your contribution a little bit more. It may 

take a while to bring your contribution up 

to where it needs to be, but stick with it 

until you’re comfortable with the amount 

you’re saving. 

Don’t think you can find room in your 

budget to contribute more to your plan? 

Think about the future you envision and 

then take another look at your finances. 

•  Rethink your spending, especially for 

big-ticket items you really don’t need. 

Would you rather be the first to buy the 

latest electronics or the first to retire? 

•  If you have credit card debt, make it a 

priority to pay off your balances. Then 

you can save all the money that had 

been going to pay interest and fees. 

•  Cutting out a few little extras and invest-

ing that money instead can make a big 

difference over time. 

Take Advantage of Your Plan 

Clearly, one of the most important things 

you can do is make saving for retirement a 

top priority throughout your working years. 

And your employer’s retirement plan can 

help. Automatic payroll deductions, pretax 

contributions,* and an opportunity for tax-

deferred investment earnings are built-in 

advantages that can make it easier to get 

to where you’re going. 

* 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 require-
ments are met.

Spending less now so you can increase your contributions means you’ll have more 
to spend later. 
An extra $100 a month grows to:

$16,388 After 10 years

$46,204 After 20 years

$100,452 After 30 years

$199,149 After 40 years

This is a hypothetical example used for illustrative purposes only. It is not representative of any 
particular investment vehicle. It assumes a 6% average annual total return compounding 
monthly. Your investment results will be different. Tax-deferred amounts accumulated in the plan 
are taxable on withdrawal unless they represent qualified Roth distributions.                 Source: NPI

Saving a Little More Makes a Big Difference

If I cut out two $5 coffees 
and two $7.50 lunches a week, 

I’ll have an extra $25 
to tuck away.Inflation has averaged 2.89% 

a year over the past 30 years 
(1983–2012).



Sometimes, the best way to be prepared 

is to prepare for the worst. That way, if 

things turn out better than anticipated, 

you’re ahead of the game. This may be 

especially true about planning for retire-

ment, because once you’re there, you 

can’t go back and do it over.

About Life

People are living longer, and your retire-

ment could possibly last 20 or 30 years, 

or even more. How is that bad? It isn’t . . . 

unless you outlive your savings. So unless 

you’re planning to keep working, you’ll 

want to have enough savings to last for 

a long time. 

About Health 

No matter how healthy you are, you’re 

bound to have some health care expenses 

once you retire. According to data from 

the Bureau of Labor Statistics, U.S. 

consumers spent an average of $3,556 

on health care in 2012 (the latest data 

available). If you’re young, that amount 

may sound high. But if you’re closer to 

retirement age, that amount might sound 

low. Spending on health care generally 

increases as you get older. An unexpected 

illness or disability could significantly 

increase your out-of-pocket costs. 

About Work 

Are you planning to work a few years 

past “normal” retirement age? From a 

financial standpoint, waiting to retire has 

its advantages: You can keep contributing 

to — and delay tapping into — your 

retirement savings. But if something 

unexpected happens, your plans could 

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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The POWER of Not-So-Positive Thinking 
fall through. You can’t absolutely count 

on being able to continue working. Health 

issues (your own or a family member’s), 

limited employment opportunities, 

or other factors could derail 

your intentions.

Protect Yourself

Your best protection against 

all three of these risks is to 

build up a healthy balance 

in your retirement savings 

account. If you’re starting 

early, time is on your 

side. Steady saving 

over a long period is 

generally the best 

way to accumulate a 

substantial sum.

If you have less time to 

beef up your savings, 

increasing the amount 

you’re contributing to your 

plan can help. If you’re very 

close to retiring — and you’re 

healthy and able — working for 

a few more years will give you 

time to add to your savings. 

Some Average Life Expectancies

Current age: Average number of additional 
years MALES will live:

Average number of additional 
years FEMALES will live:

25 57 60.8

45 36.9 40.3

65 19.2 21.5

Source: Social Security Life Expectancy Calculator


