Put Time on Your Side

Watching your college-age child take control of his or her finances may inspire you to take
positive steps of your own. Your smartest move may be to increase contributions to your
employer’s retirement plan and IRA.

The more you save in these tax-advantaged retirement accounts, the greater your savings’
growth potential.

The Impact of 5%

Consider Kevin, 47, a hypothetical worker who plans to retire in 20 years. He saved $100,000,
and contributes 5% of his $50,000 pre-tax annual salary—$208 a month— to his workplace
retirement plan. In 20 years, Kevin's savings would potentially amount to roughly $490,000,
assuming a 7% annual return, thanks to the account’s tax advantaged growth potential.

What if Kevin doubled his contribution? Over 20 years he could potentially accumulate roughly
$600,000, or more than $100,000 over his original savings target.

The Case for Saving More
Increasing your 401 (k) contribu-
tions now can have a significant
impact on your nest egg. Com-
pare the totals for an investor
who saves 5%, 10% or 15% of
his pre-tax salary jpver 20 years.
$705,972

$599,639
$493,302

Afrer 20 Years of Growth

Assumes 7% annual return and
$50,000 annual salary. This is
not meant to predict or project
the actual performance of any
specific investment.
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