


about your looming retirement years? If you are like the 
80% of Americans who is battling anxiety and uncertain-
ty about the future, it’s about time you start focusing on 
building that all-important nest egg. While you may think 
that you have plenty of time to start parking your mon-
ey in different investment avenues, truth is you probably 
don’t. Sure, your financial position will differ at various 
stages in life but one thing is certain – the prime age to 
begin funneling funds into an IRA/401(k) is in your 20s! 
Nevertheless, it is still possible to accrue a comfortable 
amount of savings if you launch a retirement savings plan 
in your 30s, 40s, 50s or even 60s.

Introduced in the year 1978, the 401(k) took the U.S. by 
storm when more expensive payment plans started get-
ting brushed aside by employers. Another alternative was 
welcomed in 1986 – the Traditional IRA. Following this 
was the Roth IRA in 1997. Each option has gained wide-
spread attention as a favorable substitute for pension 
plans. Although contributions will grow tax-deferred and 
then can be withdrawn for retirement with an IRA/401(k), 
some rules and restrictions apply. Making yourself aware 
of them could potentially maximize returns and help you 
divert costly mistakes.

On a scale of 1-10, how 
confident do you feel 
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The STaTiSTical Side Of ThingS

Working hard towards retirement asset building ensures that plans for the golden 
years can be made and financial hardship avoided. Nonetheless, the worrying fact 
remains that Americans are woefully unprepared for employment. The ever-grow-
ing retirement problem in the U.S. could be down to poor planning, low wages, 
effectuating errors or it could be all three combined. Throw the current financial 
crisis into the mix and it’s clear to understand why 36% of adults in America depend 
entirely on Social Security. Furthermore, 63% depend on these benefits for certain 
things and 38% of people aren’t saving whatsoever.

Keeping your health in mind prior to leaving the workplace is important due to 
the fact Medicare covers a mere 62% of medical expenses for the average person. 
Instead of panicking when you find yourself in an unfortunate financial situation, 
take the high road and use this eBook as an instrument for yielding the highest 
rate of return on investment. From forgetting catch-up contributions to having an 
outdated beneficiary, there are numerous reasons why planning for fidelity might 
not be translating to savings. 

Whatever your income or outgoings are, it is possible for your portfolio to recover 
if you carve out a specific strategy and enlighten yourself on the most potent ways 
to earn a profit from an IRA/401(k).

There are numerous reasons why 
planning for fidelity might not be 
translating to savings. 
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Why launch an iRa/401(k) in The fiRST Place?
 
The reasons to start putting your money into an IRA or 401(k) are plentiful. Typ-
ically, Americans will rely on these savings accounts to nurture their nest egg as 
retirement approaches. Based on statistics gathered by the Investment Company 
Institute, assets grew from $1.6 trillion in 2002 to $3.5 trillion just 10 years later. 
This proves how popular the plans are among seniors and soon-to-be retirees. So, 
why are these plans so essential for securing a financial future? Well, aside from the 
easy set-up process, 401(k) plan holders can benefit from an employment match 
when they make contributions. As a result, this can translate to significant savings 
over an extended period of time.

Moreover, each retirement investment vehicle works on a tax-deferred basis, 
meaning that costly taxes won’t creep up on you when you’re least expecting it. 
Despite the fact a 401(k) tends to be the primary choice for investors, both plans 
offer earning potential. The Plan Sponsor Council of America uncovered that the 
average 401(k) offers 19 investment options, but an IRA presents more diversity. 
When building a retirement savings portfolio, variation is essential, so keep this in 
mind for deciding between the two.

The price of admission is usually higher with a 401(k), with expense ratios being 
0.63% in 2012, on average. Charges like this can be avoided with an IRA, through 
the acquisition of no-load mutual funds. Fund choices are limited with a 401(k) and 
will be dependent on what a company offers, whereas an IRA boasts a broader se-
lection of investments for a tactical portfolio. As you begin to trade more frequent-
ly, earning potential will increase and costs will reduce, thanks to an IRA being 
tax-deferred. Protection in the future is ensured if the investor focuses on diversifi-
cation, so don’t limit yourself to one investment if you want to reap the rewards of 
a retirement account.
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WhO iS eligible fOR a
ReTiRemenT SavingS accOunT?
 
woes amid the looming financial crisis. When you retire or switch jobs, several op-
tions will be made available in terms of retirement savings. If you are serious about 
accumulating interest on investments and setting yourself up for a comfortable 
retirement, an IRA or 401(k) will be suitable for you. 

Pretty much everyone will be eligible and the only thing that might affect suitabili-
ty for a plan is if you don’t have a constant flow of funds from your job income. In 
this case, it will be difficult for an employer to match your contributions. Try not 
to worry too much though, because most of the time an employee will be enrolled 
automatically by their employer, eliminating the need to do anything.

The word “distribution” is something you’re going to hear a lot of when you start 
growing your nest egg. Any money that has accumulated in a retirement savings 
plan will be called a distribution, whether the accumulation of funds is a result of 
earnings accrued from retirement plan investments or an alternative money-mak-
ing solution. Something that a lot of plan holders miss the mark on is the fact that 
there are actually three main distribution options:

• Transfer funds to a retirement account
• Hold onto the funds in an existing plan
• Distribute the cash in installments or as a lump sum

Whatever route you decide to go down, be careful that you are abiding by the rules 
that have been set out by eligible plan providers. Failure to do so could cost you 
money in penalty taxes, income taxes or mandatory tax withholding fees. If at any 
time you feel perplexed by the guidelines (which can differ with certain plans), do 
not hesitate to communicate with a financial professional.
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can yOu have The beST Of bOTh WORldS?
 
As a matter of fact, yes you can. Just because you are already pouring money into a 
401(k) plan doesn’t mean that you won’t have the privilege of growing investments 
tax-free with an IRA. While you cannot take out two different types of retirement 
savings accounts at the same time, it is acceptable to max out contributions with a 
401(k) and then convert to a Traditional or Roth IRA, with a Roth being recommend-
ed for making the most of your money. The cost, convenience, savings and taxes 
are all very appealing with a Roth IRA, which can even be rolled over into 401(k) 
again once you’ve already converted.

Combining the two could be the best solution, considering tax brackets are sus-
ceptible to change in retirement. With that being said, more options will open up 
in retirement if you don’t have to worry about setting aside money to fund tax 
payments. Account fees tend to rise when an individual has more than one ac-
count however and paying attention to the allocation of assets can be more time 
consuming with this approach. For this reason, rolling over the accounts into single 
accounts and enjoying the best of both worlds is advisable.

can yOu have The beST Of bOTh WORldS?

People around America are lacking traditional pensions and instead, are turning to 
a 401(k) account. The key to a successful retirement is to abide by rules associated 
with this kind of retirement account and protect the balance. Taxes, fees and igno-
rance can leave your balance looking less than healthy, so adopt the following five 
strategies to get the most from a 401(k):
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Not considering a Roth IRA is without a doubt one of the most common mistakes 
made by people who are nearing the retirement age. Sure, you might already have 
a 401(k), but this doesn’t mean that you cannot convert it once you’ve maxed out 
on your contributions! The great thing about a Roth IRA is that once you have held 
the account for five years or at least reached the age of 59.5, all withdrawals will be 
free from tax. This can provide you, the account holder, with a lot of financial relief. 
A major contrast when compared to a Traditional IRA is that you will not be obliged 
to withdraw Required Minimum Distributions (RMDs) every year. One thing you 
should keep in mind, however, is that even if your income is low, taxes must be 
paid on conversions from your former retirement account. By preparing for this, 
you won’t be surprised by additional expenses later in life.

1

The great thing about a Roth IRA is that once you have held the account for five years 
or at least reached the age of 59.5, all withdrawals will be free from tax.

cOnveRT TO a ROTh fOR diveRSificaTiOn 
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Should you have enrolled in a retirement savings plan whereby your company has 
offered to match the funds, contributing your paycheck will be more than worth-
while. Not sure how vesting works exactly? Well, if you are not fully vested by the 
time you are ready to leave the workplace, only a portion of the company-matched 
funds will be yours. When invested fully, you will be entitled to all of the funds, no 
questions asked. Get in contact with the benefits administrator working for the 
company you are employed at to get a full run-down of your vesting schedule. 
Typically, you will need to wait 3-5 years until ownership of the company-match-
ing contributions is claimed. Stick at your job until then to enjoy a windfall of free 
money.

2

Get in contact with the benefits administrator working for the company 
you are employed at to get a full run-down of your vesting schedule.

keeP inveSTing unTil yOu aRe fully veSTed 
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No matter how many common sense moves you have already made in regards 
to securing your retirement safety net, there is more you can do to get the most 
from your IRA/401(k). The amount of income taxes owed for the current year can 
be reduced if you follow some basic steps. Deferring income into the following 
year means that the tax bracket might reduce and less money needs to come out 
of your pocket. In the event that the tax bracket increases, take the opportunity to 
raise your income and pour it into the following year. An additional way to get a 
tax break and maximize the potential of a retirement savings account is to make 
an IRA contribution, so long as you have not already reached the maximum limit 
for the year. For 2016, this limit is $5,500-$6,500. Contributions are welcomed until 
the tax filing day rolls round. The advantage of doing this is that contributions and 
earnings will not be taxed until you actually distribute the funds. Think of this as a 
way to save money for the golden years, minus the pressure. 

3

The amount of income taxes owed for the current year 
can be reduced if you follow some basic steps.

incReaSe The Tax bReak 
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Do you know just how important it is to begin withdrawing money from your IRA? 
While it may not be necessary to withdraw money from Roth IRA’s until the account 
owner has passed away, the same cannot be said for a traditional account. As soon 
as you reach the age of 70.5, the minimum amount needs to be withdrawn be-
cause unless you do so, a penalty fee must be paid. RMDs are calculated based on 
your life expectancy and living situation, such as how many dependents you have, 
what your job title is, how much money you have in savings, etc. An IRA custodian 
would normally be responsible for calculating the RMDs and if you wish, you can 
withdraw more than the minimum amount. Penalties can be waived in some cas-
es. Nevertheless, if you feel that you will not be capable of withdrawing when you 
turn 70.5 years of age, it’s acceptable to delay until April the following year.

4

As soon as you reach the age of 70.5, the minimum amount needs to be 
withdrawn because unless you do so, a penalty fee must be paid.

WiThdRaW RequiRed minimum diSTRibuTiOnS (RmdS) 
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The idea of sales loads and brokerage commissions can be confusing. In many 
instances, people who are getting closer to the retirement age will overlook in-
vestment fees, only to find out that the expense ratio is higher than they initially 
presumed. Investing in stocks with high expense ratios can be financially draining, 
even if the stocks are fairly profitable. Some fees might be buried into the selected 
funds, while others may be added on after you’ve put your money in that invest-
ment. Examples of the common fees that could make a dent in your IRA/401(k) 
include mutual transaction fees, trade commissions, management or advisory fees 
and sales loads. Unless you are informed about these fees at the beginning, you 
may be restricted (based on your financial situation) to just a few investments. The 
downside to this is that your portfolio won’t have much variation. Asset fees can 
have an impact on returns, so for improved wealth you would benefit from shifting 
funds to accounts with lower fees.

5

Asset fees can have an impact on returns, so for improved wealth you 
would benefit from shifting funds to accounts with lower fees.

inveST in aSSeTS WiTh lOWeR feeS 
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exTRa TiPS fOR maximizing 
ReTiRemenT SavingS

Want to earn $705 more each year with an IRA? Wait until January and you could. By 
maxing out your account during the month of January, savings will grow and you can 
get more out of your initial investment. An IRA and 401(k) can appreciate in value 
when similar tactics are applied, such as performing an indirect rollover, dodging an 
indirect rollover, increasing annual income and consolidating accounts.

Business owners are likely to earn an extra buck or two if they deduct taxes from 
business-related expenses. Paying employee bonuses at the end of the year rather 
than at the beginning will minimize expenditure when you are contributing to an 
IRA/401(k), enabling you to save more when you really need to. Merging an appropri-
ate mix of asset into your retirement portfolio will reduce risk and give you a better 
understanding of each investment type.

By maxing out your account during 
the month of January, savings will 
grow and you can get more out of 
your initial investment. 
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dOdging The cOmmOn 
baby bOOmeR miSTakeS

The mistakes that people are making as they approach their retirement years are 
being called “baby boomer blunders”. Don’t let yourself fall victim to one of them. 
Educating yourself on the topic will minimize fees and maximize investment. When 
managed with care a retirement plan could be a lifesaver, so long as you don’t put all 
of your funds into one market.

Now that you have read the list of what to do, divert your attention to the triggers 
that tend to kick-start a retirement savings plan nightmare. In doing so, you can avert 
disaster and start dreaming about retirement royalties.

Steer clear of these bad retirement plan ideas:

• Funding Divorce and College – Stop thinking that clearing other debts now will 
get you out of a financial rut in the future. The cost of divorce settlements can 
erase your entire savings account. Furthermore, expensive federal and state tax-
es are often tied to college funds therefore it’s not worth the financial risk.

• Inheritance Rollover – Did you know that you will be responsible for paying tax 
on tax distributions that are withdrawn from an inheritance fund? Although the 
60-day rollover rule applies for a normal IRA, it won’t when it is inherited.

• Funding Property Down Payments – The thought of owning a house or luxury 
condo may seem tempting when you have retirement savings piling up in an IRA 
or 401(k). Nevertheless, cashing out early will cost you penalties.

Tax fees incurred on lump sum payments, mortgages and other unnecessary with-
drawals can amount to thousands of dollars. Paying these tax bills will certainly eat 
into retirement and could see you starting from scratch. Be wise about what actions 
you take now, because it will have an impact on your future.
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Understanding How to Invest Your Money

It’s not always the plan you choose that affects your capability 
of earning for the future. Sometimes, it’s the investment vehicle 
you put money into. No matter how keen you are about invest-
ing in a particular stock, fixating your attention on one area of 
expenditure could leave you with nothing! Now, that’s a scary 
thought, so be clever about your fiscal ventures by conducting 
a little test of trial and error.

Certain investments might work well for one person, but not for 
another. Mix things up to determine what is right for you. A port-
folio’s volatility rating will lower when money is spread around. 
To boost the chances of getting more out of the IRA/401(k) than 
you put in, dabble in stocks, bonds, mutual funds, precious met-
als and company assets. If anything, diversification will teach 
you a great deal about controlling finances.
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https://www.betterment.com/resources/retire-
ment/401ks-and-iras/can-you-have-a-401k-and-an-ira/

http://money.usnews.com/money/retirement/arti-
cles/2012/09/10/10-strategies-to-maximize-your-401k-balance 

http://time.com/money/2791204/how-to-invest-401k/ 

http://guides.wsj.com/personal-finance/retirement/what-is-a-
401k/

https://www.thebalance.com/how-iras-work-315495
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