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WHAT’S INSIDE

Welcome
This guidebook provides a great opportunity to learn about and join 
your retirement plan — a valuable benefit provided by your employer. 
Participating in your retirement plan is one of the best ways to prepare 
for your future.

Participating in the Plan is easy. This guidebook will show you how. So 
even if you’ve had trouble investing in the past, your Plan makes it easy.

So what are you waiting for? Turn the page, and take the 
first step toward a brighter future.

• Not a deposit  •  Not FDIC or NCUSIF insured  •  Not guaranteed by the institution

• Not insured by any federal government agency  •  May lose value
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Your retirement future 
is just steps away
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Learn the basics of investing

Find your investment strategy

Enroll in your Plan

Learn to manage your account
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Get educated 
about retirement
Your company’s retirement plan offers a great way to save for 
your future. We want to help you understand how this Plan 
can help you reach your goals. And, it’s easy to get started!
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} Principal: The money an investor defers into an 
investment account; doesn’t include earnings.

} Rate of return: A gain or loss on an investment 
that’s stated as a percentage; usually defined each 
quarter. 

Get educated about retirement1 Get educated about retirement1

What’s it going to take?
If you’re not already saving for retirement, 
the time to get started is now. For most 
Americans, Social Security benefits will not 
provide enough retirement income. Some 
industry professionals say you’ll need 
about 70% to 90% of your current income 
just to maintain your standard of living in 
retirement.1 But when you factor in inflation 
and increases in medical costs, others 
estimate you may need as much as 126%  
of your final pay.2

So, how will you make sure you have 
enough for retirement? With the future  
of Social Security so uncertain, why  
not take advantage of the benefit  
your employer has given you and enroll  
in your company’s retirement plan?
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47+53+P53%
of households are  

“at risk” of not having 
enough to maintain 

their living standards 
in retirement.3

1 Do I really need 100% of my pre-retirement income? CNNMoney.com, 7/13/12.
2 Employee Saving Behaviors,  

http://hr.cch.com/news/pension/072308.asp, accessed 6/15/11.
3 National Retirement Risk Index, 2014.
4 http://boxofficemojo.com/about/adjuster.htm 1/12/15
5 http://www.socialsecurity.gov/OACT/STATS/table4c6.html 1/12/15

6 Assumption based on three meals per day for 20 years at  
$10.00 per meal.

7 Health care for retirees, http://www.bankrate.com/finance/ 
retirement/health-care-costs-a-huge-retirement-factor-1.aspx 2/20/13.

8 Genworth 2014 Cost of Care Survey,  
https://www.genworth.com/dam/Americas/US/PDFs/Consumer/
corporate/130568_032514_CostofCare_FINAL_nonsecure.pdf 1/12/15

>> Inflation. It’s the 
rate of increase in the 
prices of goods and 
services over time. One 
example is the rising 
cost of movie tickets. In 
1994 the average price 
of a movie ticket was 
$4.18 and in 2014 it  
was $8.12.4

>> Outliving your 
money. It’s important 
to make sure your 
savings are sufficient 
to provide income 
throughout your 
expected lifespan. 
According to the Social 
Security Administration, 
the average 65-year-
old is expected to live 
between 18 and 20 
additional years.5 This 
could require significant 
additional savings. For 
example, a couple could 
spend $438,000 on 
meals in 20 years.6

>> Health care.  
Health care costs are 
on the rise. A healthy 
couple turning age  
65 in 2018 will need 
$511,000 to cover  
health care costs in 
their remaining years.7

>> Long-term or 
assisted-living care. 
Continual care for an 
ongoing condition can  
be very expensive. 
According to a Cost 
of Care Survey 2014, 
“overall, the cost of care 
among facility-based 
providers has steadily 
increased. For example, 
in 2007 the median 
annual rate for a private 
nursing home room 
was $65,700, compared 
with the 2014 median  
annual rate of $87,600.”8

Consider these retirement realities:



rcecil
Text Box
Tax Deferred Saving for Retirement 





} Principal: The money an investor defers into an 
investment account; doesn’t include earnings. 

} Rate of return: A gain or loss on an investment 
that’s stated as a percentage; usually defined  
each quarter.

Starts at age 21

Stops at age 35

Contributes  
for 14 yrs.

$57.69/week

7% hypothetical 
growth rate

Total contribution =
$42,000

Age 67

$610,374

Get educated about retirement1

ASHLEY

Act now
Put your money to work
Now that you know you need to save for 
retirement, it’s important to understand why 
you want to start saving now. It’s all about 
compounding interest. 

Compounding, simply stated, is allowing time 
to let your money make money for you. In 
other words, the earlier you start saving, all 
things being equal, the less money it will cost 
you to reach your goal. Participating in your 
employer’s retirement plan offers you  
an excellent opportunity to take advantage  
of compounding.

Keep in mind that investing involves market 
risk, including possible loss of principal and 
that compounding is not guaranteed. 

The time is right now
No matter what your age, there’s no better 
time than now to invest in your future. Time 
is one of the most important factors in the 
potential success of your investments. This 
is because time and compounding work 
together to build momentum for your money.

By starting early, you maximize the effects of 
time and compounding on your investments. 
But no matter what your age, it’s never too 
late to take advantage of compounding.
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Starts at age 35

Stops at age 67

Contributes  
for 32 yrs.

$57.69/week

7% hypothetical 
growth rate

Starts at age 21

Stops at age 67

Contributes  
for 46 yrs.

$57.69/week

7% hypothetical 
growth rate

Total contribution =
$96,000

Age 67

$342,306

Total contribution =
$138,000

Age 67

$952,682

 This illustration is a hypothetical compounding calculation assuming a rate of return of 7% on a $30,000 annual salary. It is not intended 
to serve as a projection or prediction of the investment results of any specific investments. Investments are not guaranteed. Depending 
on the underlying investments, returns may be higher or lower. If costs and expenses had been considered in this illustration, the return 
would have been less. Interest compounded annually based on weekly contributions.
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9 How to invest in a 401(k), CNNMoney.com, 8/1/12.

This table shows the cumulative value of 26 biweekly deferral amounts over 10, 20, and 30 years, assuming a compound annual rate 
of 7% and a 25% federal tax rate, for a single person with an annual salary of $38,000 and one deduction for federal tax purposes. 
Actual investment returns will vary from year to year, and the value of your account after the specified periods of years shown in 
the table may be less or more than the amounts shown. This illustration is hypothetical and is not intended to serve as a projection 
of the investment results of any specific investment. If fees and expenses were reflected, the returns would have been less.

How much to save?
Smart choices may lead to reaching your goals
You know there’s a big advantage to contributing to your company’s retirement plan, but 
how much should you contribute? The chart below shows the connection between how much 
someone might contribute out of each paycheck and possible account values over different 
periods of time. While everyone’s situation is unique, some experts feel that you should aim to 
contribute at least 10% of your salary, up to the maximum allowable if possible.9

Growth Period Ending Balance

Deferral  
Per Pay

Paycheck  
Impact

Annual  
Deferral

Accumulation 
10 Years

Accumulation  
20 Years

Accumulation  
30 Years

 $25 $18.75 $650 $9,304 $27,605 $63,607

 $50 $37.50 $1,300 $18,607 $55,210 $127,214

 $75 $56.25 $1,950 $27,911 $82,815 $190,821

 $100 $75.00 $2,600 $37,214 $110,420 $254,428

 $150 $112.50 $3,900 $55,821 $165,631 $381,642

 $200 $150.00 $5,200 $74,429 $220,841 $508,856

 $250 $187.50 $6,500 $93,036 $276,051 $636,070

 $300 $225.00 $7,800 $111,643 $331,261 $763,283

 $400 $300.00 $10,400 $148,857 $441,681 $1,017,711

 $500 $375.00 $13,000 $186,071 $552,102 $1,272,139

 $600 $450.00 $15,600 $223,286 $662,522 $1,526,567

$673 $504.75 $17,500 $250,452 $743,129 $1,712,299

Get educated about retirement1
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Remember that if you choose a Roth, your Paycheck 
Impact is the same as your Deferral Per Pay.  
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2016 Max Contribution is $18,000 or $24,000 if age 50+
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} Deferral: Money withheld from your paycheck and contributed to your retirement account.

Don’t think you have enough to invest?  
It’s okay to start with what’s affordable 
and increase deferrals. The chart on  
the right shows the effect of increasing 
per-pay deferrals by just 1% for 30 years.

How much income will you need 
in retirement?
To find out how much retirement  
income you’ll need, check out the  
On Your Side Interactive Retirement 
PlannerSM at nationwide.com/myretirement.

A small increase may make a big difference over time

Salary 9% 10%

$25,000 $220,178 $244,642

$50,000 $440,356 $489,284

$75,000 $660,534 $733,926

Assumes bi-weekly deferrals accumulated at 7% for 30 years

In just 10 minutes, 
you can gather the 
necessary information 
to determine if you’re 
on track for retirement.

Nationwide Financial®, 
a U.S.-based company, 
has the tools, 
resources and financial 
representatives you 
need to help meet  
your retirement goals.
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Learn the basics 
of investing
Understanding how to invest in your Plan may seem 
overwhelming, but once you learn a few terms and 
investing strategies, the choices may become clearer. Use 
this guide as you get started with your retirement plan.
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Get to know the language of investing 
Investing involves putting your money to  
work for you with the objective of making 
more money. The success of an investment 
can be measured by the income it generates, 
the interest it bears, or its value over time. 
Most investors’ collection of investments 
consists of three main asset classes 
or categories: stocks, bonds and cash 
equivalents. Each has unique features, risks 
and rewards.

What are stocks?
Stocks offer an investor an ownership 
position in a company’s assets and earnings. 
One unit of ownership is called a share. 
Many factors influence the value of a stock, 
but a company’s earnings generally have 
the biggest impact. As earnings increase, 
the value of the stock typically increases, 
too. While stocks may expose investors to 
more short-term risk than bonds or cash 
equivalents, they have also historically 
outperformed those investments over  
the long term. 

Stocks can be generally categorized by their 
market value or capitalization (total value of 
the company’s outstanding shares).

Large-cap stocks refer to companies with  
market values greater than $10 billion. 
Because these tend to be large, established 
corporations, their stocks generally offer lower 
risk than stocks from smaller companies. 

Mid-cap stocks refer to companies with 
market values between $2 and $10 billion. 
These stocks are typically more volatile  
than large-cap stocks, but less risky than 
small-cap stocks.

Small-cap stocks refer to companies  
with market values under $2 billion. Small 
companies can often grow much faster than 
big companies, but their stocks also tend  
to be more risky.

International stocks refer to companies 
that are located outside of the United States. 
These stocks may trade on either the  
U.S. or foreign stock exchanges and are 
generally considered higher-risk investments.

Please note there are certain risks associated with various asset 
classes: Small-/Mid-cap funds: Funds investing in stocks of small-cap, 
mid-cap or emerging companies may have less liquidity than those 
investing in larger, established companies and may be subject to 
greater price volatility and risk than the overall stock market.

Bond funds: These funds have the same interest rate, inflation and 
credit risks associated with the underlying bonds owned by the fund.

Money market funds: An investment in a money market fund is not 
insured or guaranteed by the FDIC or any other federal government 
agency. Although the money market fund seeks to preserve the value 
of your investment at $1.00 per share, it is possible to lose money by 
investing in the fund.

International funds: Investing internationally involves risks not 
associated with investing solely in the U.S., such as currency 
fluctuation, political instability, foreign regulations, differences in 
accounting and the limited availability of information.
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Specialty stocks refer to companies that  
invest in specific sectors in the market such 
as precious metals, health care or real estate 
and are generally considered higher-risk 
investments.

What are bonds?
Bonds are investor loans (long-term debt 
securities) of a government or corporation.  
In return for borrowing money, bonds  
typically pay a fixed amount of interest.  
Bonds are sensitive to interest rates and  
can gain or lose value. 

What are cash equivalents?
Cash equivalents, which include certificates 
of deposit (CDs), U.S. Treasury bills and 
money market funds, can be turned into cash 
relatively easily. While these tend to be some  
of the less risky investment options, returns 
may not keep pace with inflation, and in some 
cases may have a negative rate of return when 
costs for money market funds are factored in.

What are mutual funds?
A mutual fund is a mix of investments 
that may include stocks, bonds and cash 
equivalents. The fund is managed by a 
professional money manager and has a  
stated objective or investment style. The  
core investment options in your retirement 
plan are mutual funds rather than individual 
stocks or bonds. 

These funds can be broken down further:

Growth funds tend to look to invest in the 
fastest-growing companies on the market. 
Growth managers are willing to take more 
risk and pay a premium for their stocks so 
they can potentially create a fund with above-
average earnings.

Value funds invest in companies that the 
market has overlooked. They search stocks 
that are priced low relative to their earnings 
potential. For example, sometimes a stock has 
a short-term problem that will eventually be 
fixed or the company is small or obscure and 
has not gotten much attention. 

Blend funds can invest in a mix of both 
growth and value and therefore make it 
difficult to assess the level of risk associated 
with them.

} Investment mix: The combination of investments 
that you’ve chosen for your retirement account.

} Market capitalization: how investors gauge a 
company’s size. It is calculated by multiplying a 
company’s shares outstanding by the stock price.

Why do mutual funds 
matter to you?

For instance, rather than investing in 
a single large company stock such as 
Microsoft, a large-cap mutual fund  
holds stock in multiple large companies 
such as Microsoft, Walmart and Coca-
Cola. If one of these companies declines 
in value, chances are the others may 
remain stable or even grow, offsetting 
the impact of the decline.
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What is risk vs. reward?
Every investment has a risk level associated with it. That risk level also corresponds with the 
likelihood of a reward. Use the chart below to better understand the components of the mutual 
funds you read about. The higher the risk vs. reward ratio, the greater the potential for growth, 
but at a higher risk of losing value. The lower the risk vs. reward ratio, the less the potential for 
return, but at a lower risk of losing value.

Small-cap

Mid-cap

Large-cap

Bonds

Cash equivalents
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Potential Risk
(the chance to lose money)

Range of relation between risk and reward

} Portfolio: A group of investments held by an 
investor (such as stocks, bonds or mutual funds).

} Volatility: Indirectly refers to level of risk; for 
example: stocks that have regularly fluctuating 
prices are considered riskier and more volatile. 
Stocks whose prices fluctuate less (or by a smaller 
amount) are less risky and less volatile.

International
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 Bonds

Indexes are provided for comparison purposes only. They are unmanaged and no costs or expenses have been reflected. You cannot 
invest directly in an index.

One of the best strategies to help ensure the maximum performance of your retirement account 
and protect your account against fluctuations in the market is asset allocation. Asset allocation is 
a method that spreads investments into various asset classes so that if one asset class performs 
poorly, you can be protected by the potential good performance of another. It’s similar to the theory 
of not holding all of your eggs in one basket.

Once you have determined your asset allocation 
later in this book, you can further diversify 
by using different mutual funds within each 
one of the asset classes. And maintaining a 
diversified portfolio can help smooth out the 
ups and downs of your investments — though 
diversification itself does not ensure profit or 
protect against loss.

Although each investor’s needs are different, 
the idea is to find the right blend of potential 
risk and reward by mixing investments to suit 
your individual investing style.

Asset allocation and diversification
Find the right blend of investments that works for you

In this example, you can see 
that some asset classes have 
performed well while others 
have not. If you tried to pick 
the highest performers each 
year, you could end up with 
returns like those in the bottom 
of the chart. The diversified 
portfolio falls somewhere in 
the middle. While it’s not the 
highest performing category, 
it’s also not the lowest.

  Small-cap   Mid-cap   Large-cap

 Cash equivalents  International  Diversified portfolio

Best

Worst

0%

Historical performance of asset classes
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Rebalance regularly
Just as musicians regularly tune their 
instruments, investors should frequently 
rebalance (or retune) their portfolio to  
keep it in harmony with their goals.

Suppose you invested money and initially 
allocated 60% of your portfolio to equity 
funds and 40% to bond funds. If you never 
rebalanced the account, over time 85% of 
your assets could end up in equity funds  
and about 15% in bond funds due to higher 
returns in the stock market. 

While your account would have had strong 
returns, those profits would come at a higher 
risk level than you originally intended. And, 
more importantly, you would be subjecting 
your retirement money to potential losses if 
equity funds performed poorly.

Keep in mind, the use of asset allocation  
does not guarantee profits or insulate you 
from potential losses in a declining market.

Source: Boost Your 401(k) Returns with Rebalancing, 
401(k) Helpcenter, 02/13.

  Equities (Stocks)

  Bonds

Rebalanced
Portfolio

Nonrebalanced
Portfolio

40%

60%

15%

85%



Learn the basics of investing2

20

Dollar-cost averaging
When you contribute to your 
retirement plan, you’re using an 
investment strategy called dollar-cost 
averaging. Retirement plans allow you 
to make consistent contributions over 
the course of time rather than invest 
in a large lump sum at one time. This 
strategy gives you the potential to 
reduce the amount you pay for each 
mutual fund share.

The key to this method is to be 
consistent and systematic with your 
retirement plan contributions. If you 
stay more disciplined, there could be 
more potential for dollar-cost averaging 
to work in your favor.
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Invest $1,000/month for a year

Invest one lump sum of $12,000

See the difference between lump sum 
investing and dollar-cost averaging

or

Jan 1

Share price

Share price

Total shares purchased:

480
Average cost/share:

$25

Shares

Shares

$25 480

Jan 1

Total shares purchased:

617.3
Average cost/share:

$19.44

Feb 1

Mar 1

Apr 1

May 1

Jun 1

Jul 1

Aug 1

Sep 1

Oct 1

Nov 1

Dec 1

$25

$25

$20

$20

$18

$16

$15

$15

$17

$20

$25

$27

40

40

50

50

55.6

62

66

66

58

50

40

37

Dollar-cost averaging does not assure a profit and does not guarantee against loss in a declining market. This type of strategy 
involves continuous investment in the security regardless of fluctuating price levels of such securities. Investors should consider their 
financial ability to continue purchases through periods of low price levels.

For example, if one did a lump sum purchase on July 1 at $15 per share, total shares purchased would be 800.
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Learn to manage 
your account
Once you’ve enrolled in your company’s Plan, you can get 

access to your account any time. It’s important to know 

how to access and manage your account, make exchanges, 

research investments and find out if you are on track  

for retirement.
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On the web

1  Go to nationwide.com/myretirement

2 Click “sign up”

3 Register as an individual

4 

5 Create User Name and Password

6 Click “continue”

Once your account is established, you can 

check your account balance, review funds 

available in your Plan, move money, change 

contributions and more!

Plus, the On Your Side Interactive 

Retirement PlannerSM is online to help  

you find out if you are on track for 

retirement and help you establish a Plan 

to reach your goals.

On the phone

1 Call 1-800-772-2182

2 Press 1 for English or 2 for Spanish

3 

4 Enter your Personal Identification 

Number (PIN); for your first call, you’ll 

use 1234 as your PIN and later be 

prompted to select a confidential PIN

5 Follow the prompts to perform the 

applicable function

Once your account is established you can 

access the Voice Response Unit any time  

to check your balance, review available  

funds, move money and more. You can  

speak to a licensed representative who  

can handle transactions by phone and  

answer general questions.

Manage your account

Enter your Social Security number

(then select a Plan if you have more

than one)Provide name, birth date, ZIP code,

Social Security number and

account number 001-80002
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