
oSt pEoplE thInk when they start earn-
ing more money, they’ll start saving 
more money. But what often happens is 
the more you make, the more you 

spend. If you want financial independence, you have 
to establish a savings routine. the more money you 
make, the more your savings rate needs to increase. 

While it may seem like a daunting task, it can be 
accomplished. the only way to reach financial inde-
pendence is to save and live within your means. 
Your savings should include retirement account con-
tributions, matching funds from your company if 
available, cash savings, and any other investments. 

savings at every age 
your 20s: You are just starting out and, hopeful-

ly, you’ve found a good job that pays a reasonable 
salary. this is the beginning of the accumulation 
stage, so start by paying off any debt you have and 
work to save at least 10%–25% of your income. If 
your employer offers a 401(k) plan, start investing 
right away. try to contribute as much as possible or 
at least contribute as much as your employer will 
match.   

your 30s: hopefully, you have now found out 
what you want to do for a living and have had a 
jump in income. You are still in the accumulation 
stage, so you should be increasing contributions to 
your retirement account and trying to contribute the 
maximum per year. By the end of your 30s, you’ll 
want at least twice your annual salary saved. A sim-
ple example: If you’re making $50,000 annually, 
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How Do You Know if You’re Saving Enough?

Tips for Your 401(k) Plan
hIlE 401(k) plAn information may seem 
confusing, it is not as complex as it 
seems and may be vital to your retire-
ment plans.  Simply put:  It pays to 

understand your 401(k) plan.  here are a few tips to 
help: 
✔ MaxiMize contributions — As soon as you pos-

sibly can, begin making contributions to your 
401(k) plan, contributing as much as your budget 
will allow.  In 2020 and 2021, you can contribute a 
maximum of $19,500 to your 401(k) plan, plus an 
additional $6,500 catch-up contribution for those 
over age 50, provided this is offered by your plan.  
Employers may set lower limits to ensure the 
plan complies with nondiscrimination rules.   

✔ take advantage of eMployer Matching contri-
butions — Many people don’t take the time to 
learn how to take advantage of employer match-
ing.  If your company offers a matching contribu-
tion, strongly consider contributing enough to 
take advantage of the maximum amount provid-
ed.  Research your plan to determine the match-
ing contribution, and then calculate how much 
you need to contribute to get the full match. 

Continued on page 3
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you’ll want to have $100,000 accumulated in savings 
by age 39. But remember this includes retirement 
accounts.  M
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✔ diversify investMents — 401(k) plans typically offer 
numerous investment options, so review your plan’s 
investments carefully to make sure you select ones that fit 
your particular goals, including an allocation plan that fits 
the long-term nature of the plan. 

✔ liMit coMpany stock — Since you know your company so 
well, you may feel you should make the company’s stock a 
significant portion of your 401(k) plan.  however, since 
your livelihood is already tied to that company, you don’t 
want too much of your retirement funds to also be tied to 
the same company.  Make sure you don’t hold any more 
than 10% of your total assets in your company stock. 

✔ revieW your plan annually — Go over all these other fac-
tors annually to make sure your 401(k) plan is on track.  
Use the annual review as a time to review the performance 

of your investments, making necessary adjustments if 
needed.   

✔ don’t touch your plan for other purposes — If you 
leave or lose your job prior to retirement, make sure to pro-
tect your 401(k) plan.  Any loans you have taken will likely 
have to be repaid within a month or two of leaving your 
job.  otherwise, the loan will be considered a distribution 
and taxes and penalties may be assessed.  Don’t be tempted 
to cash out your 401(k) plan.  not only will you be reduc-
ing your retirement savings, but you may have to pay steep 
taxes and penalties.  Instead, either leave the funds in your 
former employer’s 401(k) plan, or roll your balance over to 
an individual retirement account (IRA) or to another 
employer’s 401(k) plan. 

Following these tips will help you make the most of your 
401(k) plan.  please call if you’d like to discuss this topic in 
more detail.     ✔✔✔

Ways to Increase Savings

It’S All WEll and good to talk about saving more money, 
but in reality, it is difficult to save when you don’t have 
anything left after the bills are paid. that means that 

when you really need to save, you’ll have to look for the cash 
in some unexpected places: 
✔ Refinance your mortgage if the current interest rates are 

favorable. A general rule of thumb is that it is worth refi-
nancing if you can secure a rate from ½% to 2% below 
your current rate.  

✔ Revert to a 30-year mortgage if you have fewer than 20 
years left on your current mortgage and need to free up 
extra cash. 

✔ Make sure you are taking advantage of all savings perks 
with a 401(k) plan or IRA and any employer matching 
contributions offered. 

✔ Use employer-sponsored benefits, like a pre-tax flex sav-
ings account for out-of-pocket medical expenses. 

✔ Get rid of nonessential, recurring expenses. If you pay for 
an unused gym membership, cancel your contract. the 
same goes for any subscriptions you can do without. 

✔ Buy off-brand products. Most generic products are just 
about identical to the name-brand, but with different 
packaging. You’ll save a significant amount just switch-
ing. 

✔ Use coupons. Most stores have digital apps for their 
weekly ads and coupon clipping. 

✔ Repair expensive items instead of replacing them if it’s 

not too expensive to fix. 
✔ Review your insurance premiums every few months. 

Companies are competitive and may offer you lower 
options to lure you away from their rivals. Make sure you 
get every discount applicable to your situation, and see if 
bundling different types of insurance will lower your 
price even further. 

✔ Cut out an expensive habit, like premium coffee bever-
ages. At the very least, reduce the number of times you 
make purchases related to this habit per week and keep 
track of the money you save. 

✔ Secure lower interest rates on your credit cards if you 
have a good credit score…or better yet, don’t carry a bal-
ance on your credit cards at all. 

✔ Utilize autopay for reduced rates, especially on student 
loan payments. You can also set up automatic payments 
for other fixed expenses, to ensure that you never have to 
pay a late fee for missing a payment. 

✔ keep up to date on your bank accounts to avoid overdraft 
fees. 

✔ Make your home more energy-efficient to save on utility 
costs and make it more marketable when the time comes 
to sell. 

✔ Conserve gas by driving slower. It’s not exciting, but it 
works. Maintain the proper tire pressure, avoid hard 
braking, and use cruise control on highways to improve 
your gas mileage.     ✔✔✔
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your 40s: this is the decade of major responsibilities, as 
you probably have dependents. Your income may have 
increased as you climbed the ladder at your job or moved to a 
new one. And even with the increase in expenses, you should 
also be increasing your savings rate. By the end of your 40s, 
you should have saved four times your salary. now you will 
want to max out your contributions to retirement accounts as 
well as monitor your investments for performance. 

your 50s: You are now at your peak earning years and 
your saving rate needs to be at its highest. Your expenses are 
still pretty high; but by the end of this decade, you will most 
likely be an empty nester, and expenses should decrease. By 
the time you reach 59, you’ll want to have saved seven times 
your income. Monitor your investments so you can make 
adjustments to increase your returns.   

your 60s: You’re getting close to or have retired. Your 
mortgage may be paid off and expenses have decreased. Your 
saving should be at its peak, which is 10 times your income 
prior to retiring. You can now start to relax as you will receive 
distributions from your retirement accounts as well as Social 
Security benefits. You’ll need to make sure that you are 
informed about distribution requirements of your retirement 
accounts.   

your 70s and beyond: now all of your expenses are cov-
ered by your retirement account distributions and Social 
Security benefits. hopefully, you are reaping the benefits of all 
those years of saving.  

Watch for these Warning signs 
As you go through the journey to retirement, you may not 

be able to accumulate the level of savings you need, but you 
should have acquired a good amount of savings for a comfort-
able retirement. 

How Do You Know? 
Continued from page 1

Encourage Estate Planning

pAREntInG IS A never-ending job.  Even when your children 
are grown, there will probably be lessons you’ll want to 
teach them, such as the need for estate planning.  Some 

items to include in that lesson are: 
✔ explain Why estate planning is iMportant.  Your role is 
not to dictate what they should do with their estate, just to 
emphasize the need for estate planning.  When you chil-
dren encounter major life events, such as marriage, divorce, 
or a child’s birth, remind them to review their estate plans. 

✔ Make sure all iMportant estate-planning docuMents 
are in place.  At a minimum, every adult should have a 

take stock of how much you are saving every year and 
look for warning signs that you are not saving enough. If you 
experience any of the following, you need to take a hard look 
at your financial situation to get on track: 
✔ You have no idea how much money you’re spending every 

month, which means you are most likely overspending. 
✔ You don’t have savings goals or a savings plan. If you 

don’t have goals and a plan to achieve them, you will have 
a hard time saving for important milestones. 

✔ You’re living paycheck to paycheck. It’s time to take a seri-
ous look at your finances to see what can be reduced or 
eliminated. 

✔ You’re putting off saving for retirement. It will get here 
quicker than you think, and this is the one thing you really 
need to start saving for as early as possible. 

✔ You can’t pay your credit card balance in full, which 
means you probably have significant debt.  

✔ You don’t have an emergency fund. You know the unex-
pected will happen and need to be prepared. 

please call if you’d like to discuss this in more detail.     
✔✔✔ 

will, a durable power of attorney, and a healthcare 
proxy.  A durable power of attorney designates an indi-
vidual to control financial affairs if one becomes inca-
pacitated, while a healthcare proxy delegates healthcare 
decisions to a third person when one is unable to make 
those decisions. 

✔ coordinate estate planning across generations.  If 
you have a substantial estate, you may want to coordi-
nate your estate planning efforts with those of your 
children.  A coordinated effort can help minimize estate 
taxes.     ✔✔✔  
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4-Year Summary of Dow Jones

Industrial Average, 3-Month T-Bill &
20-Year Treasury Bond Yield

January 2017 to December 2020
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Sources:  Barron’s, Wall Street Journal

Month End % Change
Dec 20         Nov 20        Oct 20       2020      2019

Dow Jones Ind.          30606.48       29638.64    26501.60         7.2%   22.3%
S&P 500                        3756.07         3621.63      3269.96       16.3      28.9
Nasdaq Comp.          12888.28       12198.74    10911.59       43.6      35.2
Wilshire 5000             39219.62       37581.62    33541.92       18.7      28.4
Gold                              1887.60         1762.55      1881.85       23.9      18.8
Silver                                 26.30             22.57          23.55       46.8      15.5
                                                                                                 Dec 19 Dec 18
Prime rate                          3.25               3.25            3.25         4.75      5.50
Money market rate           0.20               0.21            0.19         0.58      0.56
3-month T-bill rate            0.10               0.09            0.10         1.52      2.47
20-yr. T-bond rate             1.45               1.37            1.43         2.25      3.03
Dow Jones Corp.               1.93               2.01            2.23         2.84      4.40
Bond Buyer Muni             3.46               3.51            3.62         3.63      4.08
Sources:  Barron’s, Wall Street Journal      Past performance is not a guarantee of future results.

Market Data

4 Reasons for Goal-Focused Investing
hERE ARE FoUR specific reasons why a goal-focused approach to in-

vesting is important.  
because it puts you in control — When you first start invest-

ing, it’s easy to get overwhelmed. You may feel like you have little con-
trol over what happens to your money. But if you take a goal-focused 
approach to investing, you’re not just watching the value of your portfo-
lio rise and fall based on the whims of the market. You (along with your 
advisor) are making specific decisions designed to help you reach spe-
cific goals. If something’s not working, you change the plan.  

because it Will be easier to save — Saving money just to save 
money is no fun for most people. having concrete goals can turn saving 
from an abstract concept to a concrete step to achieve a certain aim — 
like being able to retire one day, take a trip around the world, or send 
your grandchildren to college. And studies have shown that the better 
you are at setting goals, the more you’re likely to save. You might even 
do better by focusing on the intermediate steps on the way to your larg-
er goal, like having a certain amount of money in your retirement ac-
counts by age 45.  

because you’ll be less focused on hoW others are doing  — 
A little competition is healthy, but when it comes to investing, it can get 
risky. If your father-in-law is bragging about the great return he got on 

his investments, it can be tempting to drop your plan and copy his 
moves. It’s especially tempting if your only goal with investing is to 
make more money. But if you’re investing toward a goal with a clear 
plan, you’ll be able to congratulate your relative on his success while 
staying focused on your needs.  

because it Will help you Weather the ups and doWns of the 
Market — the market goes up and the market goes down. Sometimes, 
it goes way, way up or way, way down. Just like a roller coaster, these 
peaks and dips can make your stomach do flip flops, especially when 
your life savings is on the line. But having a goal-focused approach can 
help you cope with those ups and downs. If you know that you won’t 
need your money for another 30 years, you can handle some volatility 
today. But if you’re going to need your money in the next couple of 
years, you can select less volatile investments, so the day-to-day move-
ments of the market won’t stress you out. knowing your specific goals 
will help you choose the right investments.   ✔✔✔ FR2020-0720-0072

The opinions voiced in this material are for general information only and are not intended to provide specific 
advice or recommendations for any individual. All performance referenced is historical and is no guarantee 
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suitable for all investors or will yield positive outcomes.  The purchase of certain securities may be required 
to effect some of the strategies.  Investing involves risks including possible loss of principal.
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