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Your 401(k) PlaN wheN chaNGING JoBs

If you are considering changing 
jobs, make sure you fully un-
derstand the impact it may have 

on your retirement plan. If you are 
not aware of your employer’s re-
tirement plan rules, you could lose 
thousands of dollars in matching 
funds, taxes, and potentially a 
large penalty. 

Here is what you need to know 
about your 401(k) plan if you are 
thinking of changing jobs. 

Your VestING schedule 
aNd status 

Assuming your company of-
fers an employer match to your 
401(k) as part of your employee 
benefits, it can significantly in-
crease the size of your retirement 
account. The money you con-
tribute to the account is always 
yours, even if you leave the compa-
ny. The money your employer con-

tributes to the account, however, 
will have a vesting schedule that 
defines when those contributions 
legally become yours. 

Companies can have an imme-
diate vesting schedule, a cliff 
schedule, or a gradual vesting 
schedule. Make sure you under-
stand your company’s vesting 
schedule. Sometimes, staying an 
extra month or a year can make a 
big difference in what you get to 
take with you when you leave the 
company. If you leave the company 
before you are completely vested, 
you are aware you will lose a por-
tion of the matching funds, but the 
timing could make a big difference. 

Your retIremeNt accouNt 
oPtIoNs 

Once you have decided to 
change jobs, you will need to de-
cide what to do with your 401(k). 
Understanding your options is crit-
ical because you don’t want to 
make the costly mistake of losing a 
portion of your retirement savings. 
When you leave your employer, 
you have four options for your 
401(k), which are cashing it out, 
leaving the money in the plan, 

CoNTINued oN PAGe 2

W hen it comes to being in 
control of your money, 
confidence is one of the 

most important attributes you can 
have. Below are four simple sug-
gestions that can help you increase 
your financial confidence, so you’ll 
know you’re making smart deci-
sions for yourself, your family, and 
your future.  

1. Get orGaNIzed. Not too
long ago, it didn’t take much work 
to organize your finances. Unless 
you were very wealthy, money 
matters were fairly straightfor-
ward — you might have had 
checking and savings accounts, an 

insurance policy, maybe some 
stock investments and bonds, and 
a mortgage. If you were lucky, you 
had a pension. You could easily 
store all your financial information 
in a single accordion file. 

Today, things are more compli-
cated. Credit cards, home equity 
lines of credit, student loans, 
401(k)s and IRAs, 529 plans for col-
lege expenses — the list of informa-
tion to keep track of seems endless. 
It’s easy for things to get lost or 
overlooked. This can lead to mis-
takes that can weaken your finan-
cial confidence. Getting organized 
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rolling the money over to your new 
employer’s qualified retirement 
plan, or rolling it over to an IRA. 
cashING out Your 401(k) 

If you plan on rolling over the 
funds into another retirement ac-
count, but you have the money di-
rectly paid to you, you have 60 
days to put the money into a quali-
fied retirement account or you will 
have to pay income taxes and a 
penalty. If you intend on putting 
the money into a retirement ac-
count, it is better to set up a direct 
rollover to the new plan adminis-
trator to avoid this. 

If your intention is to cash out 
the account and keep the money, it 
is important to understand the fi-
nancial impact. For example, let’s 
say you have $50,000 in your 401(k) 
account. The plan administrator is 
required by law to take out 20% for 
taxes; now your account is valued 
at $40,000. If you are under the age 
of 59½, you’ll also have to pay a 
10% penalty on the original 
amount in the account, which is an-
other $5,000. Now you have 
$35,000. 

It doesn’t end there. The 
$50,000 distribution will most like-
ly put you in a higher tax bracket 
than the 20% that your administra-
tor withheld. Let’s say you are in a 
31% tax bracket; you will have to 
come up with the difference, which 
is an additional 11% or $5,500. Your 
original $50,000 in retirement sav-
ings is now down to $29,500. Now 
you have to deduct any state and 
local taxes, which could take anoth-
er $5,000 or so depending on where 
you live. You could be giving up al-
most half of your retirement sav-
ings in income taxes and penalties. 
leaVe the moNeY IN the 
PlaN 

If you have at least $5,000 in 
your 401(k) plan, most employers 
will allow you to leave the funds in 
their plan. This can be a good op-

tion if your new employer doesn’t 
offer a 401(k) plan. 
rolloVer to the New 
emPloYer’s PlaN 

Most employers will allow 
rollovers from other qualified re-
tirement plans. You will want to 
understand when you will be eligi-
ble to participate in your new em-
ployer’s plan, because there is typ-
ically a waiting period for partici-
pation. You should consider leav-
ing the money in your old employ-
er’s plan until you are eligible to 
participate in the new plan. 

To ensure you will not have to 
pay any taxes or a penalty, the 
rollover should be a trustee-to-
trustee transfer, so make sure the 
rollover check is made out to the 
new plan administrator and not to 

you. If it is not a direct rollover, you 
could be in jeopardy of having to 
pay the taxes as well as the penalty. 
rolloVer the 401(k)  
to aN Ira 

If you can’t or don’t want to 
leave your retirement funds in your 
old employer’s plan or if your new 
employer doesn’t offer a retirement 
plan, you can open a rollover indi-
vidual retirement account (IRA) at 
most financial institutions. 

Rolling your 401(k) into an IRA 
is a great option because you will 
have more investment options. 
Most employer retirement plans 
offer limited investment options to 
keep down costs; however, they 
often have higher administrative 
fees that impact the value of your 
account.     mmm

Your 401(k) PlaN 
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assess Your 401(k) PlaN

At least annually, you should 
thoroughly review your 
401(k) plan.  Some items to 

consider include: 

m haVe Your Goals or oBJectIVes 
chaNGed? Take time to reassess 
your goals and objectives, which 
can impact how much you con-
tribute and how you invest 
those contributions. Calculate 
how much you’ll need at retire-
ment as well as how much you 
should save annually. 

m are You coNtrIButING as much 
as You caN to the PlaN?  Look 
for ways to increase your contri-
bution rate.  One strategy is to 
allocate any salary increases to 
your 401(k) plan immediately, 
before you get used to the 
money and find ways to spend 
it.  At a minimum, make sure 
you are contributing enough to 
take full advantage of any 
matching contributions made by 
your employer.   

m are the assets IN Your 401(k) 
PlaN ProPerlY allocated?  
Some of the more common mis-
takes made when investing 

401(k) assets include allocating 
too much to conservative invest-
ments, not diversifying among 
several investment vehicles, and 
investing too much in the em-
ployer’s stock.  Saving for retire-
ment typically encompasses a 
long time frame, so make invest-
ment choices that reflect that 
time period.   

m do Your INVestmeNts Need to 
Be reBalaNced?  Use this review 
to ensure your allocation still 
makes sense.  Also review the 
performance of individual in-
vestments, comparing the per-
formance to appropriate bench-
marks.  Review your allocation 
annually to make sure it is close 
to your desired allocation.  If 
not, adjust your holdings to get 
your allocation back in line.   

m are You satIsFIed wIth the Fea-
tures oF Your 401(k) PlaN?  If 
there are aspects of your plan 
you’re not happy with, such as 
too few investment choices or no 
employer matching, take this 
opportunity to let your employ-
er know.     mmm
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will restore a feeling of control.  

There are numerous strategies 
for getting organized. The best ap-
proach for you depends on your 
specific situation and your person-
ality. Some people stick with that 
old-fashioned accordion file. Oth-
ers go completely digital, taking 
advantage of apps and online doc-
ument storage to keep everything 
straight. Whatever solution you 
choose, you need to know all the 
details of your finances.  

2. Get educated. When you 
start a new job, you may feel nerv-
ous. There’s a lot to learn, and you 
may not be confident you’ll suc-
ceed in your new position. But if 
you commit yourself to learning 
new skills and the ins-and-outs of 
how your new organization func-
tions, your confidence will gradu-
ally increase. The same holds true 
for your finances. Simply taking 
the time to learn more about fi-
nances and managing your money 
can do wonders for how you feel 
about your life. 

Many community colleges, 
churches, and nonprofit groups 
offer classes, or you can sign up 
for a class online. If you don’t 
want to go back to school, consider 
watching videos or reading articles 
that review financial concepts.  

3. Get a FINaNcIal PlaN. If you 
don’t have any idea what might 
(or what you want to) happen, 
you’re not likely to be very confi-
dent about your future. To achieve 
true financial confidence, you need 
a plan. Having a financial plan 
will also help you prepare to cope 
with an uncertain world.   

Why is a financial plan so im-
portant? It brings together all the 
threads of your financial life. Hav-
ing a solid plan in place that cov-
ers everything from preparing for 
emergencies to planning for retire-
ment is key to boosting your finan-
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keeP saVING aFter retIremeNt

You shouldn’t stop saving just 
because you’re retired.  
Carefully managing your 

money and looking for ways to 
save will help ensure you remain 
financially fit during retirement.  
Consider these tips: 

m coNstruct a FINaNcIal PlaN.  
Most retirees fear they’ll run out 
of money during retirement.  To 
ease those fears, create a finan-
cial plan detailing how much 
money will be obtained from 
what sources and how that  
income will be spent.  Make  
sure your annual withdrawal 
amount won’t cause you to de-
plete your savings.  Review 
your plan annually to ensure 
you stay on course. 

m coNsIder Part-tIme emPloY-
meNt.  Especially if you retire at 
a relatively young age, you 
might want to work on at least a 
part-time basis.  Even earning a 
modest amount can help signifi-
cantly with retirement expenses.  
However, if you receive Social 
Security benefits and are be-
tween the ages of 62 and full re-
tirement age, you will lose $1 of 
benefits for every $2 of earnings 
above $22,320 in 2024. You 
might want to keep your income 
below that threshold or delay 
Social Security benefits until 

later in retirement.  

m coNtrIBute to Your 401(k) 
PlaN or INdIVIdual retIremeNt 
accouNt (Ira).  If you work 
after retirement, put some of 
your income into a 401(k) plan 
or IRA. As long as you have 
earned income and meet the eli-
gibility requirements, you can 
contribute to these plans. 

m trY BeFore You BuY.  Want to  
relocate to another city or  
purchase a recreational vehicle 
to travel around the country?  
Before you buy a home in an un-
familiar city or purchase an  
expensive recreational vehicle, 
try renting first. 

m keeP deBt to a mINImum.  Most 
consumer loans and credit cards 
charge high interest rates that 
aren’t tax deductible.  During re-
tirement, that can put a serious 
strain on your finances.  If you 
can’t pay cash, avoid the pur-
chase. 

m look for deals.  Take the time to 
shop wisely, not just at stores, 
but for all purchases.  When was 
the last time you compared 
prices for auto or home insur-
ance?  Can you find a credit card 
with lower fees and interest 
rates?  When did you last refi-
nance your mortgage?     mmm

cial confidence.   

4. Get helP. Getting reliable 
advice from an outside expert can 
greatly improve your financial 
confidence. Just like a doctor sup-
ports and guides you in making 

decisions about your health, and a 
personal trainer is there to encour-
age and motivate you to get fit, a 
financial advisor is there to make 
sure you’re sticking to your finan-
cial plan.     mmm 
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Be PrePared 
What would happen to your family if you sud-

denly became seriously ill and could not work for 
several months or several years?  If you passed away 
at this time, what would happen to your family’s fi-
nances?  How would your family be impacted if a 
member had to go into a nursing home? 

These are not things we want to consider.  In fact, 
most of us don’t want to think about them at all.  
Many of us think we are immortal and will go on 
working and providing for ourselves and our fami-
lies until normal retirement age and beyond.  We 
think of premature death or physical disability as 
something happening to someone else’s family. 

Even current retirees need to consider the finan-

cial risk of a serious illness or nursing home con-
finement.  The time to do that checkup is now, 
while you are currently healthy.  If you wait until a 
change in your health, it may be too late.  You may 
then be uninsurable or your options might other-
wise be limited by not having been prepared.  The 
financial consequences could be catastrophic.     
mmm 
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                                                                         Month-end 
Indicator                               Dec-23    Jan-24    Feb-24     Dec-23   Feb-23 
Prime rate                                8.50         8.50          8.50          8.50         7.75 
Money market rate                 0.48         0.50          0.51          0.48         0.47 
3-month T-bill yield               5.26         5.21          5.26          5.26         4.75 
10-year T-bond yield              3.88         3.99          4.25          3.88         3.92 
20-year T-bond yield              4.20         4.34          4.51          4.20         4.10 
Dow Jones Corp.                     5.17         5.31          5.49          5.17         5.65 
30-year fixed mortgage          7.09         7.14          7.47          7.09         7.07 
GDP (adj. annual rate)#      +2.10       +4.90       +3.30       +3.30      +2.60 
                                                          Month-end                    % Change 
Indicator                              Dec-23     Jan-24     Feb-24      YTD   12-Mon.  
Dow Jones Industrials      37689.54  38150.30  38996.39      3.5%     19.4% 
Standard & Poor’s 500       4769.83    4845.65    5096.27       6.8%     28.4% 
Nasdaq Composite           15011.35  15164.01  16091.92       7.2%     40.5% 
Gold                                      2068.67    2053.25    2048.05     -1.0%     12.2% 
Consumer price index@      307.05      306.75      308.42       0.4%       3.1% 
Unemployment rate@              3.70          3.70          3.70       0.0%       8.8%  
# — 2nd, 3rd, 4th quarter   @ —  Nov, Dec, Jan  Sources:  Barron’s, Wall Street Journal 

Past performance is not a guarantee of future results.

4-YEAR SUMMARY OF DOW JONES  
INDUSTRIAL AVERAGE, 3-MONTH T-BILL &  

20-YEAR TREASURY BOND YIELD 
MARCH 2020 TO FEBRUARY 2024
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