Feeling Confident: Steps to Saving More

In 2016, 21% of U.S. workers said they were very confident they would have
enough money for a comfortable retirement. This was about the same percentage
as in 2015, but both years showed a big increase in confidence from the 13% level
in 2013, when many Americans were still struggling to recover from the

Great Recession.!

When it comes to your own retirement, of course, trends don’t really matter. The question is, do you
feel very confident that you will have enough money to enjoy the kind of retirement you envision?
Even if you do, it's smart to save more, and it may not be as difficult as you think.

Take the Match

If you participate in a workplace retirement plan such as a 401(k), 403(b), or 457 plan, you can
choose to contribute a specific percentage of your salary, up to annual contribution limits. That's why
they are formally called defined-contribution plans. More than half of workplace plans automatically
enroll new workers at a 4% rate.2 However, a common guideline suggests that workers should save
about 15% of their salaries, and you may need to save more if you get a late start.

One of the best ways to boost your savings is to take advantage of any matching funds offered by
your employer. For example, if your employer will match 50% of your contributions up to 6% of your
salary, saving 6% on your part would result in saving 9% of your salary (6% from you and 3% from
your employer).

The Power of 1% $757,502

Paula and Molly are hired at the same time with a

starting salary of $50,000 a year. Both contribute 6% of ey
their salaries to their retirement accounts and receive a 4
3% salary increase each year. Paula maintains the 6%

contribution level throughout her career, whereas Molly

increases her contributions by 1% each year until she

is contributing 15% of her income annually. After 30

years, Molly would have accumulated more than twice

as much as Paula.

Assumes a 6% average annual rate of return. This
hypothetical example of mathematical compounding is used
for illustrative purposes only and does not represent the
performance of any specific investment. It assumes a monthly
deferral of salary and monthly compounding of earnings. Fees, '
expenses, and taxes were not considered and would reduce the '

performance shown if they were included. Actual results will vary. Paula Molly

Increase by Increments

How can you save even more? You might try increasing your contributions by 1% each year. Some
employers may increase your contributions automatically (unless you opt out), but you can choose to
do so on your own, whether you participate in a plan or save outside of the workplace. A 1% increase
may not sound like much, but it could make a big difference over the course of your career

(see chart).



Here are three other ways to save without making a big sacrifice in your cash flow.

Save your raise. When you receive a raise, it's tempting to increase your spending, but this is a great
opportunity to boost your retirement savings by diverting a portion of the raise into your retirement
account. And when you contribute on a pre-tax basis, the difference in your take-home pay may not
be significant.

Make payments toward your future. If you pay off the balance on a car loan, student loan, or credit
card, consider making the same monthly payments directly to your retirement account. Because the
payment is already part of your monthly budget, you could increase your savings without reducing the
amount available for other expenses.

Limit the treats. You deserve an occasional reward, but spending on “little things” can add up over
time. For example, if you stop for a $4 latte each day on your way to work and have another one in
the afternoon, you would spend about $175 each month. If the same amount was instead invested
monthly in an account earning a 6% annual return, you could accumulate more than $100,000
after 25 years.?
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