


THE BASICS: PLANNING

FOR TOMORRDW

Learn key Investment terms,
and discover why there’s no
bettep time to start planning
for retirement than right now.

WHAT KiND OF

INVESTOR ARE YOU?
Review investment
concepts and lind out what
options are available to you;
then determine your own
investment style.

BUILDING YOUR

INVESTMENT PORTFOLID
Combine your understanding of
the basics with your
investment style ta create an
invesiment plan for the kind of
reticement you wish to pursue,



GATEWAY TO YOUR FUTURE -~

What's in store for your future? Whether retirement is a long way
off or just around the corner, regular
contributions toa401(k) plan open the
door to pursuing vour retirement
dreams. After all, people are living
longer these days. And we all want
our retirement years to be satisfying
and enjoyable. A little extra planning
today can help make those vears a
lot more comfortable. This booklet
will show you why it is important

to begin investing NOW, so

you'll be bétter_ prepared financially to enjoy your retirement.

401(K) PLAN - s known as a
salary reduction plan — 401(k) is a
relirement savings program offered
by employers that zllaws employees
to se1 aside money for their
retirement on a pre-tax basis.
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Start Now ta Reach Fulure
Retirement Goals

The difference between
investing now and waiting
until later in vour carcer
can be the difference
between enjoving vour
golden years and just
getting by. A little ground-
work combined with smart
investing can pay big

dividends tomorrow,

What Does the Fulure
Haold for You?

Recent studies show that
retirees may need up to
806 of their pre-retirement
income to live comfort-
ably. But where will that

maoney come fram?

THE BASICS

While social security, a
company pension and
personal savings will
supply some of the income
vou'll need, vour 401ik)
account can be a significant
addition to vour total assets

for retirement.

Use the Retirement Planning
Warksheel at the back ol this section
10 see haw much money you will nzed
In your retirement years,

The Double-Plus of a
401(k) Plan

Youdon't have to bea
financial wizard to under-
stand the advantages of a
401(k) plan. But by partici-
pating in the plan, vou'll
feel like one. That’s because

a 401k} plan allows vou Lo

build investments for the
future on a tax-deferred
basis — AND it gives you an
immediate break on your

income taxes.

Contributions are deducted
from your pay before
income taxes are taken out,
50, vour current income
Laxes are reduced because
vour taxable income is
lowver, Plus, vou won't owe
federal income tax on yvour
investment earnings until
vou begin 1o withdraw
them, By that time, vou're
likely to beina lower

tax bracket.
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NUMBER OF WORKERS SUPPORTING
EACH SOCIAL SECURITY RECIPIENT

1850 - 18 workers per 1 recipient

1330 - 3 workers per 1 reciplent

2030 - 2 workers per 1 recipient (projected)

By the year 2030, there will b oaly twa warkens to
suppart each social security recipient — and at teday's
tax and benelil rates, it just woa't werk.
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44% savings'pension’

social security

THREE

OF
RETIREMENT
FINANCES

Three key
components
combine to create
a sound retirement
nesl ey

1 Persanal
savings combined
wilh your company
pension and secial
security benefits

2 Your 401(k}
contributions and
company
ceniriutions

3 Earnings Irom
your 4011k} and
other personal
retirement pian
accainis

Ssarce Dacial Sacarily -
ittt .

© 26% A01(K)
~ plan contributions

s ..
The Power ol Compounding

Evenif vou can't afford to
invest a lot, its smart to
bepin investing for retire-
ment right away. That’s
because the most poswerful
contributor to savings
gronvth is the effect af
compounding. Simply put,
compaunding enables vour
maoney to earn more
money on the interest,
dividends and capital gains
vau've already carned. And
because vour 401k account

grows without being taxed,

_itcan grow surprisingly fast.

Beware: Inllation May
Be Lurking

-Althougha 401k plan isa

sinart wav Lo plan for
retirement, vou need to
understand certain risks
that can affect what value
your retirement nest CEy
achieves. For long-term
investors, Inflation mayv be
the greatest risk. Why?
Because it is a constant,
steady erosion of money’s

value.

DOUBLE
ADVANTAGES
TO 401 (k)
INVESTING

- INFLATION - The rise in prices of

goods and services, as happens
when spending increases relative
to tha supply of poods an the
markel Pul simply, inflation happens
when too much money chases tao
lew goods.

The amount of erosion
varies — the rate of infla-
tion 1s higher in some years
than others. But the effect
never changes: the cost of
living Keeps rising, so you

need more money just to

Stay even.

4 The mare you pul ia your 4070k) plan . . . the awer yoor
taxable salary and the less current income 1ax you pay
4-The more you invest, the faster your sveral investment

Lan graw

The dual advanlages of lax-delerred savings: Yoo use the
Same money 1o save on your [ax bil roday as you vse 1o
Invest lor your retirement in the luture.

- GCOMPOUNDING - 1avested manay
earns income (interest and'or
dividends). That income Is added to
your investment to earn more
income and so en . .. Thal's
compourding — the knger your
money Is invested, the more it can

work for you.







