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TrackOn
It’s not easy to give priority status to 

something that’s not going to happen 

for years or even decades. But when 

that something is your retirement, that’s 

exactly what you need to do. The sooner 

you get serious about saving, the better. 

And beware of mistakes like the follow-

ing that might undermine your efforts. 

Not Taking It Seriously 

The biggest threat to achieving a 

financially secure future could be . . . 

you. Thinking you have plenty of 

time to save and not paying 

attention to your retirement 

plan investments are serious 

oversights that could keep 

you from making the most 

of the time between now 

and when you retire.  

Making College a Higher 
Priority

It would be great to help your kids 

pay for college and fund your retire-

ment. But that’s often not a possibility. 

If you have to make a choice, remem-

ber this: You will probably need a lot 

more money to fund a comfortable 

retirement than your kids will need to 

pay for college. When the time comes, 

your children can apply for scholarships 

and financial aid to help pay college bills. 

They’ll have their “earning” years ahead of 

them to pay off any loans they have to take. 

Who’s going to help you pay your retirement 

bills? If you have to pick one or the other, 

make it your retirement.

THESE MISTAKES Could Wreck Your Retirement
Failing To Plan for Emergencies 

A roof repair for your house. A new 

transmission for your car. Unexpected 

expenses like these can throw a wrench 

into your plan to save for retirement. If you 

need money for an emergency and don’t 

have a rainy day fund, you may be forced 

to pay with a credit card or borrow from 

your plan account (if loans are available). 

Both options could compromise your 

savings. You might have to stop contribut-

ing to your plan so you can pay off a 

large credit card bill. And borrowing 

from your plan means giving up 

potential earnings while the loan 

is outstanding. The best plan of 

action is to build a cash reserve 

that you can use for emergencies. 

A Will and a Way 

Stretching your paycheck so it covers 

all the things you need it to cover isn’t 

easy. But if you’re serious about saving 

for a comfortable retirement, you’ll find a 

way to do it.
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A Refresher Course in INVESTING
Time for summer school! Sure, it’s not 

your idea of fun. But if you’re saving and 

investing for retirement in your employer’s 

plan, you might benefit from this quick 

refresher course. It won’t take long — 

and it could make a lasting difference 

in how you manage your retirement 

plan investments.

Lesson 1: Stay Grounded

History shows that stocks have provided 

higher returns over long periods than 

other types of investments. So including 

stock funds or portfolios in your retirement 

account has the potential to help your 

balance grow. However, stocks are 

more volatile than other investment types, 

and the market sometimes experiences 

steep losses. 

If you have overly optimistic expectations 

of how well your investments will perform, 

you could underestimate how much you 

should be contributing to your retirement 

account to reach your savings target. 

Instead of counting on big stock gains, 

it’s better to diversify** your investments. 

And be sure you contribute an adequate 

amount to your plan on a regular basis, 

regardless of how the investment markets 

are performing.

Lesson 2: Beware of Trends

Hot investing trends are not new. Like 

pop culture icons, they come on the scene 

and clamor for attention. Some perform 

brilliantly for a period, but then they fade. 

The trouble is, investing trends can be 

highly risky. The dot-com boom of the 

1990s is an example. In the end, many 

of the companies that fueled the boom 

failed. And many investors racked up 

significant losses. Instead of chasing 

Average annual 
total return 9.10%

20-year high
 37.43% (1995)

20-year low
 -36.99% (2008)

Stock Performance 

Large-cap stock performance, 1994 – 2013*

* As measured by the S&P 500, an index of the 
stocks of 500 major U.S. corporations. You cannot 
invest directly in an index. Past performance does 
not guarantee future results.  Source: NPI



trends, choose investments that are an 

appropriate match for your risk tolerance, 

the amount of time you have to invest, 

and your investing objectives.

Lesson 3: Winners Can Be Losers

Investing in last year’s top performers isn’t a 

good strategy either. There’s no guarantee 

that a fund or portfolio that had a great year 

will be able to repeat that performance. 

When you’re looking at a fund’s historical 

returns, it’s better to look at its long-term 

record (five- or 10-year returns or longer) 

than to focus on the past year or two.  

Lesson 4: Stick with the Plan

When volatility picks up and the stock 

market starts jumping around, you might 

be tempted to sell your stock funds or 

portfolios and buy less risky investments. 

However, volatility is often relatively short 

lived. Unless you’ll need your money soon, 

it may be better to look beyond short-term 

volatility and stick with your investment 

strategy. 

Take-home Test 

Your final assignment is to look at your 

latest statement from your retirement 

plan. Are you putting these lessons into 

practice? If not, making some changes 

may help improve your grade — and 

your retirement.

** Diversification does not ensure a profit or 
protect against loss in a declining market.

The following illustrates how two fictitious investors, 

each with $10,000 invested in stocks, reacted when stock prices 

dropped by 36.99% in 2008. Sue stayed invested. Sam sold his stock holdings on 

12/31/2008 and sat on the sidelines. He didn’t get back into stocks until a year later. 

These are hypothetical examples for illustrative purposes only and do not represent the 

performance of any particular investments. Results assume an initial investment in stocks 

of $10,000. Stock performance is measured by the S&P 500 Index, an unmanaged index of 

stocks of 500 major corporations. Investments cannot be made in an index.  Source: NPI$5,000
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Paper or plastic? Stairs or escalator? 

Chocolate, vanilla, or butter almond toffee 

crunch? You make decisions every day — 

lots of them. Many have little or no lasting 

significance. But some of the choices you 

make now could have a significant impact 

later when you retire. 

Spending Choices

Take spending for example. Buying things 

is fun. But splurging on too many things 

now could limit your ability to splurge later 

— or even to afford the necessities. If you 

shortchange your savings, you might end 

up having to live on a lot less or postpone 

your retirement.

You don’t have to eliminate all discretion-

ary spending, but you should think twice 

before buying things you don’t need. 

Before making a big 

financial commitment, 

weigh the pros and 

cons. For example, 

if you normally buy a 

new car once your cur-

rent car loan is paid off, 

try waiting a few years to 

replace your car. Then tuck 

the money that would have 

gone to car payments into 

your retirement account. 

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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CHOOSE WISELY Now . . . for Later 
Lifestyle Choices

Making healthy lifestyle choices — eating 

well, exercising, taking care of yourself — 

can pay off throughout your life. And the 

potential benefits are not just physical. 

Your choices may promote good financial 

health, too, by keeping your medical costs 

in check now and in retirement.

Contribution Choices

The amount of savings you have in your 

retirement plan when you retire will depend 

in large part on your decisions about how 

much to contribute. Many experts today 

recommend annual contributions of 

between 10% and 15% of pretax pay.  

Career Choices

How much you’re able to earn will influ-

ence how much you’re able to save. 

Ideally, the more you earn, the more you 

can save. Therefore, an opportunity to 

advance your career is also an opportunity 

to advance your chances of a financially 

secure retirement. 

If you change employers at some point, 

you may be eligible to withdraw money 

from your plan account. As tempting as it 

may be to cash out, that would derail the 

progress you’re making toward your goals. 

Instead, choose an option that lets you 

keep your savings growing tax deferred. 


