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Retirement: A New Beginning

Close your eyes for a moment — now t icture yourself on the first day of your
retirement. Your last day of work is i re is no alarm clock jolting you out of

Your retirement can be whateverye nt it to be. In decades past, retirement was a time
of rest and relaxatio ght be what you want — but it might not be. Today’s retirees
are:

<CLICK> traveling an ing back to school

<CLICK> helping to care for their grandchildren and volunteering
<CLICK> starting new businesses, playing sports, and exploring hobbies.

Put simply, today’s retirees are living long and active lives. So what do you see yourself
doing?

Some people even continue to work, not necessarily because they have to, but because
they want to. However, even these folks should plan for the possibility that they may not be
able to work at some point.

Today, we’re here to help you wake up on the first day of retirement with the confidence of

knowing you have planned well. So let’s not spend any more time daydreaming. Let’s get
started.
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Today’s Retirement Can Last

Longer Than Ever Before

Your retirement could last:
10

15
20
25 years or longer...

First, let’s consider how long retiremen

With advancements in medical café andgmore attention being paid to healthy lifestyles,
today’s retirees are living longer t er re. You could live to be 75, 85, 95, maybe
even 105!

While that’s great ne

provide income fq @

er side of the coin is that you’ll need enough money to
hat could last <CLICK>

<CLICK> 10
<CLICK> 15
<CLICK> 20
<CLICK> even 25 years or longer.
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\ How Much Will You Need?

Have enough set aside to provide 70% to 100% of
your final year’s salary each year during retirement.

Salary at retirement: $75,000
70% = $52,500

80% = $60,000

90% = $67,500

<CLICK> A general rule of thumb you should plan for between 70% and 100% of
your final working income each i irement to live comfortably. Of course, the

first year of retirementyPart of that $52,500 could come from Social Security, a traditional
pension plan, rental income from properties you may own, or other assets. But part of it —
perhaps a large part of it — will likely come from how much you save through your
employer’s retirement savings plan, if you take advantage of this opportunity.
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Inflation Keeps on Going —
Your Income Needs to Keep Up!

Cost Today Cost in 20 Years

5; Gallon
%i of milk $4.00 $7.22
/ Haircut $45 $81.28
X
Running
shoes $100 $180.61
E‘ New car $35,000

everyday living typically rises each
increase each year as well.

costs of a few common items could rise over
is the approximate average over the long term
tatistics, Consumer Price Index, 2020), those goods would nearly

This table provides an idea
20 years. At just a 3% inf
(Source: Bureau of L
double in price.
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'How Much Does It Take to
! Provide 70% of Income for 25 years?

Years Until Retirement

20

Current
Salary 10

30

$40,000 $822,189 $1,104,953 $1,484,965

$60,000 $1,233,284 $1,657,430 $2,227,448

$80,000 $1,644,378 $2,209,907

Figures are hypothetical and for illustrative purposes only. They as each year until

ar. Actual inflation and
returns will fluctuate over time and cannot be guaranteed. T; nsidered. If they had been, the
amount needed would have been higher.

Now let’s take a minute to look at this

nderstand what it’s illustrating. Before
these figures assume that you start

70% of his or her finalorking income for 25 years.
On the other end of the spectrum, someone who makes $80,000 and is planning to retire
in 30 years may need nearly $3 million! That’s a big nest egg.

Keep in mind that this table is for illustrative purposes only and assumes many factors that
cannot be guaranteed. These include a 3% annual rise in salary before retirement, a 3%
annual inflation rate both before and during retirement, and a 4% annual rate of return
earned on savings during retirement. Inflation, salary increases, and rates of return will
change from year to year.

The main reason we’re looking at this table is to get an idea of the true cost of retirement,
and to shine a spotlight on the importance of planning and contributing now.
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Won’t Social Security Provide

What | Need?

o May help as one source of income
o Intended to be a safety net

So what about Social Security?

<CLICK> Can’t you just assume y Security benefits will be enough?
Though Social Security is ag
intended to be the main
on the system in fut
inevitable.

ce of retirement income for many, it was never
ent income. And due to the increasing strain put
due to rising numbers of retirees, some changes may be

<CLICK> So it’s proba est to view Social Security with a bit of caution. Think of your
Social Security payments-as a safety net, and assume that they will provide a source of
income, but not your main source of income.
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Why Start Now? Compounding!

B Contributions

M Earnings
$300,000— $224,7815

$250,000—

$350,000

$200,000—

$150,000
$100,000] 373435
$50,000— $62,400

$0-

$93,600

10 Years 20 Years
This hypothetical example shows the results of investing $120 in a retiremen r week. It
assumes a 7% annual rate of return, which of course cannot be guaran trategies involve
risk, including the possible loss of principal, and there can be no gu strategy will be
successful. Examples do not take into account the effects of fees, duce the performance shown.

Withdrawals are subject to ordinary income tax. Early withdrawals ill be subject to a 10%

This chart shows the benefits of compo sically, when you contribute to your retirement savings
account, the intention is that your will earn returns. Then those returns could potentially
earn returns themselves ... and contribute to your plan, the more you may earn, and the

more those earnings can wor Jy=earning additional returns. Of course, keep in mind that your

investments may earn very.li hing at all; it’s also possible that you could lose your contribution
dollars. But assuming ye ey, and those earnings earn returns themselves, over time the process
can snowball. That’s

This hypothetical example shows the results of investing $120 in a retirement savings plan every other week.
It assumes a 7% annual rate of return, which of course cannot be guaranteed.

Let’s take a close look at the results. After 10 years, you would have invested a total of $31,200 and had
earnings of $13,900, for a total of $45,100. That’s pretty good. After 20 years, you would have invested
$62,400 and had earnings of $73,435, for a total of $135,835 — even better. And after 30 years, you would
have invested $93,600 and had earnings of $224,781, for a total of more than $300,000. That’s compounding
at work. The sooner you start saving, the less you may have to set aside to adequately pursue your goals.

There will always be competition for your hard-earned dollars — mortgage, rent, car payments, college
payments, tablets, mobile phones, and other gadgets (and perhaps kids who want their own tablets, mobile
phones, and other gadgets). But when you look at the examples in this chart, you can see how delays in
saving for retirement can be very costly. Even if it’s just a small amount every pay period, start contributing
today. Small amounts can add up over time through the power of compounding.
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