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How to Catch Up on Retirement Savings

re you on the other side of 40
Awithout substantial savings

for retirement? It’s time to
stop worrying and get down to the
business of doing something about it.
It’s not too late, but it will take a lot
of concentrated effort to get on the
right track to a comfortable retire-
ment.

Here are some strategies you can
put in place to boost your retirement
savings:

Estimate How Much Money
You’ll Need in Retirement

The first step is knowing how
much you will need to live on in
retirement. Most experts agree that
you will need at least 70% of your
preretirement income to fund your
retirement. Make sure to do a
detailed analysis of your likely
retirement expenses.

Determine Your Income
Sources

Once you have a good idea of
how much money you will need for
retirement, you then need to deter-
mine the income sources you’ll have.
Look at what your Social Security
benefit will be at various ages. Do
you have a pension from a previous
or current employer? If you have a
401(k) plan, you need to understand
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what its expected value will be at
retirement age.

Set Goals and Develop a Plan

If you have a gap between your
income sources and the amount of
money you’ll need to retire, you
have to put strategies in place to

close the gap. Set a goal of how
much you’ll need to save and in
what time frame. Because you’re
playing catch-up, you can’t afford to
be too conservative with your invest-
ment selections, but you can develop
a well-balanced plan that will help

Continued on page 2

Avoid This Mistake

inding a way to live decades in retirement without worrying about
Frunning out of money can seem like an overwhelming task. With all

the potential for missteps, what is the one mistake you want to avoid
at all costs? Dipping into your retirement savings. Unfortunately, since
the money in your 401(k) plan or individual retirement account (IRA)
belongs to you, they often seem like a tempting place to get funds.

Tax laws don’t help, since they often provide tax-advantaged ways for
you to access those funds. Loans from 401(k) plans are not taxable
events. When leaving an employer, you can withdraw money from your
401(k) plan (you will have to pay income taxes and possibly a 10% early
withdrawal penalty). Contributions to Roth IRAs can be withdrawn at any
time with no tax consequences. Withdrawals from traditional IRAs before
the age of 59% can be made under certain circumstances without paying
the 10% tax penalty.

Even if the amount seems small, don’t withdraw funds from your
retirement account. While it probably won’t add significantly to your
lifestyle now, it can grow to significant sums over the long term. For
instance, assume you have $10,000 in your 401(k) plan. If you withdraw
the funds and are in the 22% tax bracket, you’ll have $6,800 left after pay-
ing income taxes and the 10% federal tax penalty. Keep the funds invest-
ed earning 8% annually on a tax-deferred basis and your funds could grow
to $68,426 after 30 years, before paying any income taxes. (This example
is provided for illustrative purposes only and is not intended to project the
performance of a specific investment.) VvV
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you met your goals with a risk toler-
ance that is comfortable for you.

Max Out Employer-
Sponsored Plans

Hopefully, you have access to a
401(k) plan or some other type of
retirement account. It may be diffi-
cult, but you should try to make the
annual maximum contribution,
which is $20,500 in 2022. This is one
of the best ways to save for retire-
ment, because it automatically comes
out of your paycheck. A traditional
401(k) plan will reduce your taxable
income, which will help alleviate the
pressure on your income. For exam-
ple, if you are in a 35% tax bracket,
your contributions will only cost you
65 cents for every dollar you con-
tribute to the account.

If you are aged 50 or older, you
can also make catch-up contributions
of $6,500 in 2022 for a total contri-
bution of $27,000. And you should
always contribute enough to get the
employer match if your employer has
a matching program.

If you don’t have an employer
plan (or even if you do), you should
start investing in a traditional or Roth
IRA. You should set up an automatic
transfer from your checking account
to your retirement account. You can
make contributions up to $6,000 in
2022 and $7,000 if you are aged 50
or over.

Downsize Your Life

By the time you retire, you will
want a stream of predictable income
to cover your expenses with a mix-
ture of Social Security, a pension,
and withdrawals from your retire-
ment savings plan. If you won’t be
able to cover your expenses with
these income sources, it may mean
you need to downsize your life,

which may require some sacrifices.

If you’re an empty nester and
still living in a big house, it has prob-
ably appreciated in value, and you
may want to consider selling it and
moving to a smaller home. In addi-
tion to saving on your mortgage pay-
ment, you’ll save more on utilities,
insurance, maintenance, and property
taxes.

You may also need to think of
other ways to cut expenses, such as
driving a used car versus a new car or
only going on one vacation a year
versus two or more.

You don’t want to wait until
retirement to make these changes,
since downsizing while you are still
working will allow you to put these
savings into your retirement plan.

Take a Second Job or Work
Longer

If you have a serious gap in your
retirement savings, you may need to
consider taking a second job so you
can invest the earnings. Get creative
about ways to make more money. Do
you have the writing skills to be a
freelance writer? Maybe you’re a
great seamstress? A graphic designer
or perhaps a programmer? Even a job
as a pet sitter or dog walker may give
you the extra income you need for

savings.

You may also need to consider
extending the time frame you are
planning to work and retire later. For
example, if you’re 55 and want to
retire at 62, contributing 20% of your
income until retirement still won’t be
as impactful as working three more
years until you are age 65.

If you wait to retire at age 70,
you’ll have even more time to rack
up your retirement savings, and you
will have fewer retirement years to
cover. Additionally, if you wait until
age 70 to take Social Security bene-
fits, you could significantly increase
your monthly benefit.

Pay Off Your Debt

It’s not only about saving; it’s
about eliminating debt. Make a con-
certed effort to pay off your credit
card balances and continue to pay
them in full every month.

With every dollar you find to put
toward your retirement savings, set
up an automatic transfer from your
checking account or a direct contri-
bution from your paycheck.

Please call to discuss your retire-
ment savings plans in more detail.
vvv
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An Investment Plan for College

o meet your goal for funding a
child’s college education, you
typically need to develop an

investment plan. One of the more
important factors is your child’s age:

Children aged 10 or younger

— With eight or more years
until college, you should be able to
fund your child’s education by set-
ting aside reasonable sums. Since
inflation can have a major impact,
consider investments with higher
return potential. Your long time
frame should give you time to over-
come any short-term setbacks while
keeping ahead of inflation.

Children aged 11 to 14 —

With four to seven years until
college, you may want to select more
conservative investments. If you are
just starting to save now, you may
find the needed amounts quite large.
However, start saving so you’ll have
some funds accumulated by the time
your child enters college.

Children aged 15 to 18 — At

this point, continue switching
to more conservative investments as
college quickly approaches. If you
are just starting to plan for college
now, it may be very difficult to save
the large sums needed in such a short
time. Investigate the financial aid
process to see if you’ll qualify for aid
and research your borrowing options.

Other items to keep in mind
when developing an investment strat-
egy include:

Start investing as soon as pos-

sible. This can have a huge
impact on the amount you need to
save on an annual basis. For instance,
assume you intend to send your new-
born to a public college that currently
costs $27,000 per year, the average
cost of a public university (Source:
Trends in College Pricing, 2020),

FR2021-1122-0006

with expected increases of 3% per
year. After 18 years, you would need
$184,000 to pay for four years at a
public university. If you start saving
now, you’ll need to save $4,913 per
year to reach that goal in 18 years.
Waiting until your child is age five
increases your annual savings
amount to $8,560 for 13 years. Start
saving when your child is 10 and
you’ll need to save $17,299 a year for
eight years, while the amount grows
to $56,678 a year for three years if
you wait until your child is age 15.
(These figures assume an after-tax
rate of return of 8%. This example is
for illustrative purposes only and is
not intended to project the perform-
ance of any specific investment.)

Look for tax-advantaged

ways to invest. If your earn-
ings are tax deferred or tax free, you
could end up with a much larger bal-
ance than if you had to pay taxes on
earnings over the years. Take a look
at section 529 plans and Coverdell
education savings accounts, both of
which allow tax-free distributions as
long as the proceeds are used for
qualified education expenses. Inves-
tigate these options thoroughly, how-
ever, since various qualifications and

- r\b

restrictions apply.

Select investments that allow

periodic contributions. You
may want to make contributions on a
weekly or monthly basis, so select
investments that allow small contri-
butions. You may also want the abil-
ity to automatically transfer funds
from a checking or savings account
to your college investments.

Adjust your investment mix

over time. As your child gets
closer to college age, start moving
investments from more aggressive
ones with higher return potential to
more conservative ones that will help
protect your principal. This can help
protect your investments from a
major downturn that may occur right
before your child enters college.

Review your progress annual-

ly. Review your investments at
least annually so you can make any
necessary adjustments. You may
decide to change investments or
increase the amount you are saving
on an annual basis.

Please call if you’d like help with
your investment plan for your child’s
college education. VvV
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Staggered Retirements

ften, spouses don’t retire at the same time. Fre-
quently, one spouse may retire before the other
due to health problems or a layoff, not necessari-
ly because the spouse chooses to retire early. Keep these

Market
Data

MontH END % CHANGE
STOCKS: Fes22 Jan22 Dec21  YTD 12 Mon.
Dow Jones Ind. 33892.60 35131.86 3633830  -6.7% 9.6%
S&P 500 437394 451555 4766.18 82 1438
Nasdaq Comp. 1375140 14239.88 1564497 -12.1 42
Total Stock Market ~ 44467.72 45677.13 48634 .31 86 105
PRECIOUS METALS:
Gold 1909.85 179525 1805.20 58 96
Silver 2424 2248 2291 58 -16
INTEREST RATES: FeB22 Jan22 Dec21 Dec20 Fgs21
Prime rate 325 325 325 325 325
Money market rate 0.07 0.07 007 020 0.08
3-month T-bill rate 0.36 0.24 008 010 003
20-year T-bond rate 225 2.17 194 145 208
Dow Jones Corp. 331 285 248 193 232
Bond Buyer Muni 3.66 3.57 345 346 355

Sources: Barron’s, Wall Street Journal. An investor may not invest directly in an index.

points in mind if you are in that situation:

Try to minimize withdrawals from retirement

accounts. Although you will only have one salary
instead of two, it’s best to minimize withdrawals while
one spouse is working.

Utilize all available benefits from the working

spouse’s employer. Find out if the retiring spouse
is eligible for health insurance benefits through the work-
ing spouse’s employer. If that spouse is not currently on
that plan, find out how he/she can enroll.

Delay Social Security benefits. Often, the man is

older, has higher earnings, and will not live as long
as the woman. Because the surviving spouse can elect to
receive 100% of the other spouse’s benefit, it typically
makes sense for the man to wait until age 70 to claim
Social Security benefits. On the other hand, there is usu-
ally no reason for the woman to wait beyond ages 62 to
66 to start Social Security benefits, provided she can
claim benefits on her own earnings record.

Consider all defined-benefit plan payment
options. Make sure to consider all the payment
options carefully before selecting one. Typically, you
will have numerous options, but your choice will be
irrevocable. vvVV/ FR2021-1122-0006

This newsletter was produced by Integrated Concepts Group, Inc. on behalf of Morgan Stanley Financial Advisors Judith Wilkens Lev, Corey D. Lev, CFP®, Ronald R. Rourk, CFP®. The
opinions expressed in this newsletter are solely those of the author and do not necessarily reflect those of Morgan Stanley. Morgan Stanley can offer no assurance as to its accuracy or com-

pleteness and the giving of the same is not deemed an offer or solicitation on Morgan Stanley’s part with respect to the sale or purchase of any securities or commodities.

Tax laws are complex and subject to change. This information is based on current federal tax laws in effect at the time this was written. Morgan Stanley Smith Barney LLC (“Morgan

Stanley”), its affiliates, and Morgan Stanley Financial Advisors do not provide tax or legal advice. Individuals should consult their personal tax advisor for matters involving taxation and tax
planning and their attorney for matters involving personal trusts, estate planning, and other legal matters.

Investments and services offered by Morgan Stanley Smith Barney LLC, Member SIPC.
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