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A n ad for the job of participant in a
retirement savings plan might read: 

“Attractive opportunity for long-term
financial security. Responsible for
choosing investments. All tools

provided. No
heavy lifting
required.” 

If you don’t know a lot about investing,
you might be concerned about doing 
a job that requires making investment
choices. But managing your plan
account is much easier than it sounds,
because of all the work your plan’s
investment managers do for you. 
They study the investment markets 
and the economy, choose securities 

to buy and sell, and do all the paper-
work — leaving you with just four tasks.   

Determine Your Investment Goals 
and Needs

The first is to estimate as best you can
the amount of retirement income you’ll
require and how much of it you’ll have
to depend on your retirement plan 
savings to supply. 

Choose Your Tools 

Second, decide where you want to
invest your retirement savings. That
means selecting funds or portfolios 
from your plan’s list that will help you
meet your goals.

Successful investing is all about balancing
the potential for earning returns against
the risk of losses. For example, if you
choose only low-risk cash equivalent
funds, your investment returns may be
too low for your needs. But if you put 
all your money in high-risk stock funds
that offer higher potential returns, you
risk big losses in a market downturn. 

“Diversification” may help you to man-
age your account’s overall risk and still
preserve opportunities for long-term
gains. Carefully choose a mix of funds
that invest in different investment types,
such as stocks, bonds, and cash equiva-
lents. Better returns from one investment
type may help to offset any poor returns
from another.

No Heavy 
Lifting Required

Account Rebalancing — An Example

This is a hypothetical example that does not represent the results of any actual investments. Source: NPI

$20,000 (50%)

$10,000 (25%)

$10,000 (25%)

$23,125 (50%)

$11,562 (25%)

$11,562 (25%)

–$2,611

+ $1,152

+ $1,459

$25,736 (56%)

$10,410 (22%)

$10,103 (22%)

1/1/03
Account Balance

$40,000

1/1/04
Account Balance

$46,249

1/2/04
Account Balance

$46,249

Stocks Bonds Cash Equivalents

Transfers



Checking the growth of your retirement savings 
is easy. Just look at your plan account’s investment
returns and balance. But if you stop there, you’re 
not considering an important factor that also 
affects your growth — the rate of inflation. Inflation
is the loss of a dollar’s buying power over time, 
and any inflation reduces your account’s real 
growth. The amount of future inflation is completely
unpredictable, making inflation the wild card of
growth and retirement planning. 

Slow Motion Progress

Here’s a simple example of the powerful drag inflation
may have on retirement savings. Say that you have 
a $25,000 balance today and the rate of inflation 
averages 3% a year for the next 20 years. You’d need
$43,153 in 2024 just to match the buying power of
your $25,000 today. That’s an $18,153 increase before
you achieve any real growth. 

Getting Ahead

Because steadily rising prices can make such a big,
long-term difference in the real value of retirement
savings, it’s important to invest in a mix of your plan’s
funds or portfolios that provides the potential for long-
term real growth that keeps you ahead of inflation.
Maximizing account growth through contributions 
and investment returns is any saver’s best strategy 
for beating the risk of future inflation.

Check Your Progress

Tracking your investment returns and
account balance is your third task. Make
sure you read each statement you
receive from your plan. Compare your
returns to the overall market for similar
investments. And stay alert for major
changes in the economy, the investment
markets, and your funds. 

With the heavy lifting taken

care of for you, your plan

lets you concentrate on

choosing the right mix of

investments for your needs —

and following your results. 

Adjust as Needed 

Task number four is to keep your plan
account on target as investment values
or your investment goals shift. Regularly
recheck your investment mix and make
adjustments — called “rebalancing*” — 
if your investments no longer match 
the mix you want. 

Growth’s Wild
Card: Inflation

Assuming a hypothetical 3% average annual rate of inflation. The actual
rate of future inflation may be different. Source: NPI 
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for the Next 20 
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*Rebalancing a portfolio may create a taxable event if done outside a retirement account.
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A car won’t take you anywhere with
an empty gas tank. Remember that
when you think about your contribution

to your retirement savings
plan. Contributions are your
plan account’s primary “fuel”

(with help from investment returns over
time). And increasing your contributions 
now can result in a long-term growth
advantage, as the examples in the 
chart below show.

How Much Is Enough?

Someday, you’ll need to live on your
retirement savings, Social Security, and
any other retirement income you may
have. By looking at a number of factors,

you can determine how much to save
now to meet your future retirement
needs. Here are the key questions to
answer:

• When are you planning to retire? 

• How much retirement income do you
anticipate from Social Security and
other sources, such as a company 
pension or earnings from working 
part-time? 

• What other savings or investments, 
if any, do you have besides your 
retirement plan account?

• What will your living expenses be 
during your retirement years? (Planners
often advise assuming that 80% or
more of preretirement income will be
needed.)

Once you have your answers, visit 
your plan’s Internet site (if available) or
another website that provides planning
help. Or ask your financial professional.

Either way, making the effort now can
help you set your target and determine
the contribution amount you need to
power your account’s growth.

Fueling Your
Account

*Assuming a hypothetical 7% average annual total return compounded monthly for 30 years. Your investment returns,
contributions, and balance will be different. Source: NPI

Potential Growth of Higher Contributions 

Total Contributed
over 30 Years
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