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 Retirement Plans for the Self-Employed Business Owner 

 

Although employed individuals can no longer make contributions to their 2015 retirement savings, there 
is ample time to contribute to 2016 retirement savings. For the many self-employed individuals who 
don’t have a plan for retirement saving, this would be a good year to start catching up. Multiple options 
are available: 
 

Simplified Employee Pension (SEP) IRA. The most popular choice for sole proprietors with no 
employees, the SEP IRA is easy to establish and administer and offers low, if any, annual account fees. 
Account holders have until they file their taxes to deposit funds and can contribute up to 25 percent of 
their net income or $53,000 for 2016, whichever is lower.  Moonlighters’ SEP limits aren’t affected by 
contributions to their employer’s 401(k) plan. Sole proprietors who hire full-time employees must 
contribute the same percentage to their employees’ plans as they contribute to their own. 
 

Solo 401(k). Individuals with substantial self-employment income and no employees often turn to a Solo 
401(k). As an employee, they can make up to $18,000 in tax-deferred contributions (or after-tax Roth 
contributions), $24,000 if they’re 50 or over. As an employer, they can contribute another 25 percent of 
their net self-employment earnings up to $53,000, including the employee contribution. A hired spouse 
can also contribute $53,000 to their account. If the firm offering their 401(k) allows it, they can borrow up 
to $50,000 or half of their funds, whichever is less. Annual paperwork is required once the account 
reaches $250,000.  
 

Savings Incentive Match Plan for Employees (SIMPLE) IRA. Inexpensive to set up and maintain, the 
SIMPLE IRA can be a good choice for business owners with zero to 100 employees. They can put all of 
their own net earnings into a SIMPLE IRA – up to $12,500 if they’re under 50, up to $15,500 if they’re 
50 or older. It also allows tax-deductible employer matches of 2 to 3 percent. Withdrawals made within 
two years of the plan’s inception incur a 25 percent penalty, compared to 10 percent with an SEP.  
 

Less common than the first three, Profit Sharing allows a business owner to determine how much they 
will contribute to participants annually, up to 25 percent of the employees’ compensation or $53,000, 
whichever is lower. Unlike Profit Sharing plans, Money Purchase Plans must be funded yearly at a 
fixed percentage of income. 
 

Whether you work for yourself or someone else, we can help you make the most of your current income 
while saving for retirement. 
 
FINANCIAL FACTS 
 

Tax Data — The top one-tenth of 1 percent of U.S. taxpayers (based upon adjusted gross income) paid 

more federal income tax ($228 billion) during tax year 2013 (the latest year tax information has been 
released) than the federal income tax ($169 billion) paid by the bottom 75 percent of taxpayers (source: 
Internal Revenue Service, BTN Research). 
 
This Year — The U.S. budget deficit for the first six months of fiscal year (FY) 2016 (i.e., the 12 months 
ending Sept. 30, 2016) was $461.04 billion (source: Treasury Department, BTN Research). 

 
Hardly Robust — The Gross Domestic Product (GDP) of the United States grew by 2.4 percent in 
2015. The GDP of the Eurozone, i.e., the 19 countries that use the Euro as their common currency, 
grew by 1.6 percent in 2015 (source: Commerce Department, BTN Research). 
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THE MARKETS 
 

Wall Street ended flat Friday. Tech stocks fell following lackluster reports from Microsoft and Alphabet, 
but the S&P 500 rose, thanks to a softer dollar and rebounding oil prices. For the week, the Dow rose 
0.62 percent to close at 18,003.75. The S&P gained 0.53 percent to finish at 2,091.58, and the 
NASDAQ fell 0.65 percent to end the week at 4,906.23. 
 

Returns Through 04/22/16 1 Week YTD 1 Year 3 Year 5 Year 

Dow Jones Industrials (TR) 0.62 4.16 2.47 9.97 10.34 

NASDAQ Composite (PR) -0.65 -2.02 -2.56 14.91 11.71 

S&P 500 (TR) 0.53 3.02 1.42 12.56 11.73 

Barclays US Agg Bond (TR) -0.43 3.02 1.96 2.20 3.64 

MSCI EAFE (TR) 1.30 0.24 -8.41 3.27 2.27 
 

Source: Morningstar.com. *Past performance is no guarantee of future results. Indexes are unmanaged and cannot 
be invested into directly. Three- and five-year returns are annualized. The Dow Jones Industrials, MSCI EAFE, 
Barclays US Agg Bond and S&P, excluding “1 Week” returns, are based on total return, which is a reflection of return 
to an investor by reinvesting dividends after the deduction of withholding tax. The NASDAQ is based on price return, 
which is the capital appreciation of the portfolio, excluding income generated by the assets in the portfolio in the form 
of interest and dividends. (TR) indicates total return. (PR) indicates price return. MSCI EAFE returns stated in U.S. 
dollars.  

 
 

 
 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
* The Standard & Poor’s 500 (S&P 500) is an unmanaged group of securities considered to be representative of the stock market in general. The Dow Jones Industrial 
Average is a price-weighted index of 30 actively traded blue-chip stocks. NASDAQ Composite Index is an unmanaged, market-weighted index of all over-the-counter common 
stocks traded on the National Association of Securities Dealers Automated Quotation System. The Morgan Stanley Capital International Europe, Australia and Far East Index 
(MSCI EAFE Index) is a widely recognized benchmark of non-U.S. stock markets. It is an unmanaged index composed of a sample of companies representative of the market 
structure of 20 European and Pacific Basin countries and includes reinvestment of all dividends. Barclays Capital Aggregate Bond Index is an unmanaged index comprised of 
U.S. investment-grade, fixed-rate bond market securities, including government, government agency, corporate and mortgage-backed securities between one and 10 years. 
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Do you have any family, friends, or colleagues who might enjoy receiving our market commentary? If so, please forward their 
name and email address to us for addition to our list. If you no longer want to receive this newsletter, please reply to this 

email with the word ‘Unsubscribe’ in the subject line. We will promptly remove your email from this newsletter’s delivery list. 
 

Page 2 of 2 

 

https://legacy.saionline.com/owa/redir.aspx?SURL=nX-Nzdl46wQF4KJteC1KmI7o5Xhgi7yzA13BFk0pyYWfjL6KmxrTCG0AYQBpAGwAdABvADoAaQBuAGYAbwByAG0AYQB0AGkAbwBuAEAAZABvAGUAcgBlAHQAaQByAGUAbQBlAG4AdAAuAGMAbwBtAA..&URL=mailto%3ainformation%40doeretirement.com
http://www.finra.org/
www.sipc.org%20

