
E ach year,  on the Fr iday af ter  Labor Day,  the Plan Sponsor Counci l  of

America recognizes Nat ional  401(k)  Day.  On this  day,  we put

ret i rement savings in the spot l ight  and assess how we are progressing

toward our ret i rement goals .  We also use this  day to encourage business

owners to sponsor ret i rement programs for  their  employees and educate

employees on how to make the most of  their  company-sponsored benef i ts .

However,  we recognize that  401(k)  p lans can be confusing to understand,

especial ly  s ince each person has their  own speci f ic  ret i rement goals to
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work toward.  In th is  blog,  we discuss the common pain points of  invest ing

in 401K(k)  p lans and how to maximize your plan’s benef i ts .

Common Pain Points

According to a 2023 survey conducted by CNBC, near ly  4 in 10 workers

that  have a 401(k)  p lan of fered by their  employer do not  contr ibute to their

plan. 1  This is  a stagger ing f igure because not  contr ibut ing to a plan can

prevent workers f rom having f inancial  stabi l i ty  later  in l i fe when they want

to ret i re.  However,  there are several  reasons why workers may be hesi tant

or  completely avoid contr ibut ing to a plan:2

Tips for Optimizing Your Retirement Savings

Start  contr ibutions early.  I t ’s  best  to start  saving for  ret i rement as soon

as you start  your f i rst  job out  of  col lege.  I f  you’re a parent  and your chi ld

is  working whi le in high school ,  review their  benef i ts  with them and see i f

they can begin making contr ibut ions as a teenager.

Different rules for  different employers.  When you change jobs,  i t ’s

l ikely that  your new company’s 401(k)  p lan has di f ferent  ru les and

opt ions than a previous employer ’s .  Some employers automat ical ly

enrol l  their  employees into a plan whi le others require the employee to

enrol l  themselves.  Addit ional ly,  i t  can be labor ious to rol lover a 401(k)

f rom one ret i rement savings company to another.

–

Uncertainty about contr ibutions.  Many Americans are unsure about

how much they should be contr ibut ing per paycheck in order to

comfortably ret i re.  This may be due to not  knowing where to start  in

terms of  creat ing a savings goal .

–

Cash constraints from the increasing cost of  l iv ing .  In  the past  couple

of  years,  inf lat ion and high interest  rates have caused many Americans

to re-evaluate where they are spending money.  As a resul t ,  many have

opted to pr ior i t ize paying for  non-discret ionary expenses rather than

saving.

–
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Take advantage of  matching contr ibutions.  Most  employers match their

employees’  contr ibut ions by a certa in amount – for  example,  they may

match 50% of  your contr ibut ion up to 6%, which means i f  you contr ibute

6% into your 401(k)  or  403(b)  account ,  they wi l l  contr ibute 3%.3

Select personal ly compatible investments.  When invest ing in a 401(k)  or

403(b)  plan,  select  investments that  a l ign with your personal  r isk tolerance

and investment preferences.

Avoid early withdrawals.  Withdrawing money from your ret i rement plan

ear ly  can be cost ly  due to taxes,  fees,  and penalt ies.

Check in periodical ly.  Long-term investments l ike 401(k)s  are easy to

forget about .  However,  you should monitor  your account per iodical ly  and

make adjustments as needed.

We understand that  understanding 401(k)  p lans can be confusing.

However,  you’re not  a lone.  I f  you have not  yet  taken advantage of  your

company’s ret i rement benef i ts  and want to get  started,  or  would l ike

someone to review your contr ibut ions to see i f  you are on the r ight  t rack,

please reach out  to your advisor.
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