
1  Treat Saving Like a Bill
Setting a budget is the basis for financial 
health. In addition to your basic monthly 
needs such as housing, transportation, 
utilities, food and clothing expenses, set 
aside a consistent amount of money for 
savings, rather than just what’s left over — 
if anything. 

Deferring a spending impulse or indulgence 
today can help you enjoy the things you 
care the most about in retirement. Just as 

you wouldn’t want to miss paying a bill, 
don’t skip saving now or you might miss 
out later.

2  Save Early, Increase Often
It’s generally better to start saving sooner 
rather than later. By already contributing 
to your plan, you’re moving in the right 
direction. Commit now to increasing your 
contribution each year — even if it’s a small 
amount.
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Five Lessons You Should Have 
Been Taught in School
Across America, fall means students heading back to classes.  
While you may have already acquired the necessary skills to 
pursue a meaningful career, it’s never too late to become more 
savvy managing money. Now’s a great time to create some 
healthy habits that will last a lifetime. Here are five lessons  
worth remembering:

Investments are not FDIC-insured, nor are they deposits of or guaranteed by a bank or any 
other entity, so they may lose value.

Become 
a More 
Educated 
Investor.



Making consistent contributions to  
your retirement plan can help you build 
your savings, thanks to the power of 
compounding. Compounding is when the 
money you earn from your investments is 
reinvested for the opportunity to earn 
even more. Over decades, this can make  
a big difference.

3  Diversify Your Investments
One constant in the investing world is 
change. Varying market conditions can 
influence which investment types are 
doing well and which are in decline.  
That’s why many experts suggest that  
you diversify your investment portfolio  
to help reduce volatility.

Young workers can benefit from an asset 
mix with the potential for long-term 
growth to address longevity risk, or the 
risk that they will outlive their savings. 
Investors approaching the end of  
their careers should consider a more 
conservative asset mix. This addresses 

market risk, or the risk that their assets 
may have less time to recover from a 
market decline before they need to make 
withdrawals during retirement.

4  Focus on the Long Term
When the market takes a downturn, you 
may feel some anxiety. It’s easy to get 
caught up in the emotion of the moment. 
In situations like these, it’s helpful to  
take a step back and look at things from  
a longer term perspective.

A look back over the past 40 years shows 
that declines of 10% or more are relatively 
routine, occurring about once a year.* 
Investors with the fortitude to ride out  
the tough periods in the stock market 
have often been rewarded. In contrast, 
investors who sold near the bottom of a 
decline often missed some of the market’s 
best days while sitting on the sidelines. 
Turnarounds often happen suddenly and 
can be significant.

5  You Don’t Have to Go It Alone
Planning for retirement can feel 
overwhelming at times. Many don’t feel 
comfortable or don’t have the time to  
put together their own investment mix. 
Fortunately, your retirement plan’s financial 
professional is familiar with your investment 
choices and has experience helping 
investors pursue their retirement goals.

You may also want to consider investing in 
a target date fund, which is a convenient 
choice for investors who want professional 
management for their retirement assets in 
a single easy-to-use investment. Ask your 
retirement plan’s financial professional if 
this type of investment might work for you.
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*Source: Rimes. Standard & Poor’s 500 
Composite Index declines 1975–2014. Declines 
are based on price declines of 10% or more 
from 1975 through 2014 (without dividends 
reinvested) in the S&P 500 with a 50% recovery 
rate. The index is unmanaged and, therefore, 
has no expenses. Investors cannot invest 
directly in an index.

What Are You 
Teaching Your 
Children About 
Investing?
Whether or not you were taught 
anything about investing in school, 
you can start teaching your children 
some basic lessons. Anything that 
involves your children in “money” 
tasks is a teaching opportunity 
and can instill good spending and 
saving habits.

“An investment 
in knowledge 
always pays the 
best interest.”
— Benjamin Franklin

“Good habits formed at youth make all  
the difference.” — Aristotle



Improve Your Retirement Report Card 
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Are your retirement savings making the 
grade? The actions you take today could 
help determine whether you have the 
freedom to retire sooner and follow your 
dreams or work longer because you have 
to. Here are some tools and tactics that can 
help you get on track.

Try Out Our Online Calculators
To get an idea of how close you  
are to meeting your goals, go to 
americanfundsretirement.com. Click on 
Calculators & Learning Tools and select 
the Investing Calculator. Just enter  
a few factors — starting amount, years  
to invest, additional contributions and 
hypothetical rate of return — and see how 
regular investing can pay off over time. 
There are other interactive calculators on  
our website that you may want to use as well.

Review Your Investment Strategy
Take another look at your current 
investment selections. Are your investments 
aligned with your time horizon and your 
risk tolerance? If not, you may want to adjust 
your investment mix. 

If you need help objectively assessing  
your situation, give your plan’s financial 
professional a call. He or she can also help 
you determine the right amount to save, 
select appropriate investments and fine-
tune your strategy. 

Maximize Your Contributions
If you can, contribute the maximum to your 
plan. Generally, participants can invest a 
maximum of $18,000 in 2016, or $24,000 
for those 50 or older. (Check with your 
employer for specific contribution limits.) 
By contributing the most money permitted 
under your plan, you increase your long-
term investment potential.

Meet Your Match
If your plan offers a match, you’ll want to 
take advantage of the free money your 
employer is giving you to contribute. You 
should try to contribute enough to receive 
the full match — and go beyond if you can. 
Your plan’s summary plan description can 
help you understand your plan’s matching 
formula.

Take Advantage of Other Plan Options
If your plan offers automatic escalation and 
automatic rebalancing features, you may 
want to use these to help you stay on  
track. Automatic escalation increases  
the percentage of your paycheck that’s 
contributed to your retirement account, 
while automatic rebalancing helps return 
your investment mix to its intended long-
term allocations. Check with your employer 
about these plan features.
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New house

 New job or promotion  Major illness or disability

 Loss of a job  New or revised financial goals

 Marriage or remarriage  Rollover

 Divorce  Death of spouse

 Birth or adoption of a child  Death of a close family member

 Purchase or sale of a home  Paying for college

 Long-term care of parents  Increased insurance needs

 Reduction in health benefits  New or altered will

 Nearing retirement  Establishment of a trust

Some Life Events That May Impact 
Your Strategy
If any of the following circumstances applies to you, you  
might want to review your portfolio and make some changes.

https://americanfundsretirement.retire.americanfunds.com/index.htm


63%
of Americans don’t have enough savings 
to cover a $1,000 emergency*

23%
would pay for an emergency by 
reducing spending on other things

15%
would rely on their credit cards to cover 
the expense

15%
would borrow funds from friends and 
family to pay for the emergency

*Bankrate poll conducted by Princeton 
Survey Research Associates International, 
which obtained the data via telephone 
interviews in English and Spanish from 
December 17–20, 2015, with a nationally 
representative sample of 1,000 adults  
living in the continental U.S.
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Retirement News is published by 
American Funds, one of the oldest and 
largest fund families in the U.S. Since 
1931, we’ve managed our funds with a 
long-term focus based on thorough 
research and attention to risk.

This newsletter is for use by retirement 
plan partici pants and with all variations 
of policy form number 28276.

Investors should carefully consider 
investment objectives, risks, charges 
and expenses. This and other important 
information is contained in the fund 
prospectuses and summary 
prospectuses, which can be obtained 
from a financial professional and should 
be read carefully before investing.

Are You Financially Literate?
Test your knowledge with this quiz. (An answer key is at the  
bottom of the page.)

Match These Terms With Their Definitions 

Answers: 1–E, 2–D, 3–I, 4–C, 5–F, 6–A, 7–H, 8–B, 9–G, 10–J

  Terms:

 1 401(k)  _____

 2	 Defined	contribution		 	
  plan  _____

 3 Salary deferral  _____

 4 Longevity risk  _____

 5 Tax-deferred  _____

 6	 Diversification		 _____

 7 Target date fund  _____

 8 Index  _____

 9 Market risk  _____

10 529 Plan  _____

 

  Definitions:

 A A strategy designed to help reduce risk by 
combining a variety of investments with different 
objectives.

 B A benchmark against which market performance is 
measured, such as the S&P 500.

 C The risk that you will outlive your savings.

 D A	retirement	plan	that	provides	a	benefit	based	
solely on the amount contributed to the participant’s 
account plus or minus any income, expenses, gains 
and losses, and penalties that may be allocated to 
the account.

 E A type of workplace retirement plan named after an 
IRS code section. It allows employees to contribute a 
portion of their salary to a tax-deferred plan.

 F A characteristic of certain investments on which 
earned income (interest, dividends and capital gains) 
is free from taxation until the investor begins to 
withdraw from the account. 

 G The risk that your assets may have less time to 
recover from a market decline before you need to 
make withdrawals during retirement.

 H A fund of funds that automatically adjusts its mix of 
underlying mutual funds as it moves to or through its 
targeted retirement date.

 I Participant contributions made to a retirement plan 
through automatic transfers from paychecks into a 
retirement account.

J A	tax-advantaged	investment	vehicle	specifically	
designed to save for higher education expenses.

3 months
of your salary is the minimum an 
emergency fund should include, 
according to many financial experts

Need Some Help Completing This Quiz? 
 americanfundsretirement.com 

 Type  Glossary		in	the	search	box.	You	can	find	most	of	these	terms	 
 in the Glossary.

https://www.facebook.com/americanfunds
https://www.linkedin.com/company/american-funds
https://www.youtube.com/channel/UCn2jOckNhH9OtJC9iGexvjQ
https://twitter.com/AmericanFunds?ref_src=twsrc%5Egoogle%7Ctwcamp%5Eserp%7Ctwgr%5Eauthor
https://americanfundsretirement.retire.americanfunds.com/index.htm
https://americanfundsretirement.retire.americanfunds.com/index.htm

