
As a 403(b) plan participant, you may 

defer a maximum of $19,500 to your 

account in 2021, plus any catch up  

contributions you are eligible to make.

continued

5 Reasons
why increasing your 403(b) contribution makes sense

Pay yourself first
If you boost your retirement savings contributions 
when your income increases, you’re less likely to miss 
the additional money you’re setting aside. By paying 
yourself first, your retirement savings may grow 
without changing your lifestyle. Plus, your savings 
may keep in step with your rising income, enhancing 
the possibility of retiring without having to scale back 
your standard of living.

The power of time
Even a slight bump in your contributions can affect 
your retirement savings when it’s time to retire. By 
making regular contributions to your employer’s 
403(b) plan, you have the potential to develop a 
sizeable nest egg over the long term.

Help minimize current income taxes
Participants who defer compensation into a 
traditional 403(b) account can realize immediate tax 
savings on their contributions. Before any taxes are 
taken out, your paycheck is reduced by the amount 
you decide to invest. The more you contribute, the 
less you’ll pay in taxes because your total taxable 
income will be less.

Tax-deferred treatment of earnings
Just as important, taxes on any investment earnings 
in a traditional 403(b) account are deferred as well. 
This way, you don’t pay taxes on anything that 
your deferred compensation earns until you retire. 
While withdrawals are taxed as ordinary income, the 
impact may be minimized as many investors find 
themselves in a lower tax bracket at retirement.1

Make up for lost time 
403(b) plan participants who are nearing retirement 
may have two opportunities to augment their 
savings: the 15-year Catch Up Provision and the Over 
Age 50 Catch Up. The 15-year Catch Up Provision 
enables an employee with at least 15 years of service 
to contribute up to $3,000 in 2021 above the regular 
contribution limit, provided that he or she has 
contributed less than $5,000 per year to the account, 
on average.2 The Over Age 50 Catch Up Provision 
allows employees who attain age 50+ to contribute 
an extra $6,500 in 2021 beyond the maximum 
contribution limit.

1 A 10% penalty may apply for early withdrawal (before age 59½) if restrictions are not met.
2 The maximum lifetime limit for this catch up provision is $15,000. This is an optional plan provision and not all 403(b) plans include it - 
check with your payroll/human resources department. 

None of the information in this document should be considered as tax advice. You should consult your tax professional for information 
concerning your individual situation.
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Year
Contributions Account Value

Annual Accumulated 6% 

10 $2,400 $24,000 $32,940

20 $2,400 $48,000 $92,870

30 $2,400 $72,000 $201,908

Call to increase your 403(b) plan contributions. We can also provide information about your state 
retirement plan, and offer ongoing guidance as you work to reach your investment goals.

This hypothetical illustration is intended to demonstrate contributing varied amounts to a retirement account and is not intended to illustrate the performance of an actual investment. 
This illustration is not an indication or guarantee of future performance. It shows constant rates of return, whereas actual rates may fluctuate. Taxes, fees and expenses have not been 
taken into consideration for the purpose of this illustration. Account values were obtained by using a nominal rate compounded monthly. Contributions are made at the beginning of the 
period. The principal value of an investment will fluctuate so that an investor’s shares, when sold, may be worth more or less than their original cost. This illustration is based upon the 
assumption that current annual contribution limits will not increase since future annual increases are unknown and the participant is eligible to use the age 50 catch-up election. 

Year
Contributions Account Value

Annual Accumulated 6% 

10 $13,200 $78,000 $98,971

20 $26,000 $281,692 $450,462

30 $26,000 $541,612 $1,176,306

Continuing contributions of $200 per monthContinuing contributions of $200 per month

Continuing contributions of $200 per month with a $100 annual increaseContinuing contributions of $200 per month with a $100 annual increase

Hypothetical Accumulation Illustration
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