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401(k) Plan Mistakes to Avoid

e all know how important it is

to save for retirement, and
401(k) plans have become one of the
most effective ways to save. Howev-
er, many workers who have access
to a retirement plan don’t partici-
pate. That’s probably the biggest
mistake you can make. If you have
access to a plan, you should take full
advantage of it.

If you are participating in your
employer’s retirement plan, you are
headed down the right path. But
just because you are participating
doesn’t mean you're all set. There
are 401(k) mistakes that can derail
an investor’s retirement plan. Here
are some of the biggest mistakes and
how you can keep things on track:
Knowing How Much You Need to
Save for Retirement

If you don’t have a goal for how
much you need to save to live com-
fortably during retirement, you will
probably fall short. The first step is
to determine the lifestyle you want
during your retirement. In addition
to paying your basic expenses, do
you want to travel? Maybe you
want to start a small business that
you've always dreamed about. Or
perhaps you have a hobby that you
would like to pursue. All of these
items need to be factored into your
estimate for retirement savings so
you can live the lifestyle you want.

Most financial experts agree that

you will need at least 70-90% of
your preretirement income to live
comfortably. But don’t just use a
rule of thumb; make sure to review
your specific situation.
Not Saving Enough

Most experts suggest you
should save 10-20% of your income
for retirement. Because many com-
panies auto-enroll new employees
into their 401(k) plans using a de-
fault dollar amount, many employ-
ees fail to adjust the dollar amount
and end up not saving enough to
meet their retirement goals.

Others may feel they just don’t
earn enough to contribute 10% to
20% of their income due to compet-

ing demands on their money, such
as debt or building an emergency
fund. If that is the case, at least try to
save enough money to get the full
company match.

Another method that can help
you increase the amount you save in
your 401(k) is a contribution rate es-
calator. Many companies now offer
this feature as part of their retire-
ment plans. A contribution rate es-
calator increases how much you’re
saving by making small automatic
dollar increases over time.

Not Paying Attention to Fees

There are typically three types

of fees associated with your 401(k)

Continued on page 2

Hidden Gems

Tax—deferred contributions and
employer matches make 401(k)
plans a valuable retirement plan-
ning tool, but many people are un-
aware of other features that can
make them even more valuable.
Check with your 401(k) plan admin-
istrator to see what other gems may
be hiding in your plan.
Investment Advice

Most people would readily
admit they don’t have the knowl-
edge or skills to manage their own
investments, but they do not take
advantage of the various advice op-

in 401(k) Plans

tions that may be available through
their 401(k) plan. Almost 40% of
plans offer online advice for invest-
ment recommendations, but only
6% of plan participants utilize these
online advice tools. And while
about 25% of plans offer managed
account advice and 68% offer pro-
fessional financial planner services,
only about 10% of participants use
either of these services. While the
financial planning service may re-
quire a fee, much of this investment
advice is available for free.

Continued on page 3
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401(k) Plan Mistakes

Continued from page 1

plan, including administration fees,
investment fees, and service fees.
These fees can eat into your retire-
ment account’s potential growth. To
understand how much you are
paying in fees and expenses, careful-
ly review your regular statements.
Also, at the end of the year, you
should receive a statement that
will show how much you paid in
401(k) fees.

If you have an old 401(k) plan
from a previous employer, you
should compare that plan’s fees to
your current 401(k) plan to see if
rolling it over to your new plan
makes sense. Also consider an IRA
rollover so you can select the best in-
vestment options.

Too Much Stock in Your Company

Having company stock in your
401(k) plan may come with signifi-
cant growth potential, but it may
also increase the volatility of your
retirement portfolio. If your 401(k)
plan includes company stock, make
an assessment of your risk. Most ex-
perts agree that your portfolio
should not have more than 10% to
15% in any one stock.

Not Rebalancing Your Portfolio

The reason for asset allocation is
to balance your portfolio across asset
classes such as stocks, bonds, and
cash so that if one is performing
poorly, others will help offset losses.
Over time, however, your invest-
ments may drift from your original
asset allocation.

You should review your portfo-
lio on a regular basis to determine if
rebalancing is needed. Some 401(k)
plans provide an automatic rebal-
ancing feature that can do the work
for you. If you do not have the time
or inclination to rebalance your port-
folio, you may want to invest in tar-
get-date retirement funds or asset
allocation funds.

Not Contributing Enough to Get
the Company Match

If your employer matches any
percentage of your contributions,
you should at least contribute
enough to get the full company

Encourage Your Children to Contribute to IRAs

Once your children start work-
ing, help them develop good
savings habits by encouraging
them to fund an individual retire-
ment account (IRA). Even if your
child only contributes for a few
years, IRA savings can grow to sig-
nificant sums by the time your
child retires.

Your child must have earned
income to contribute to an IRA and
may only contribute the lesser of
earned income or the maximum
IRA contribution, which is $7,000
in 2025.

Although most children will be
eligible to contribute to both a tra-
ditional deductible IRA and a Roth
IRA, consider encouraging your
child to fund a Roth IRA, which
has several advantages:

* Roth IRAs are more flexible.
Your child can withdraw all or
part of his/her contributions at
any time without paying federal
income taxes or penalties. Thus,
if your child later decides to use
contributions for college, a car, a
down payment on a home, or
for some other purpose, contri-
butions can be withdrawn with
no tax consequences.

* Earnings accumulate tax free,
plus qualified distributions
can be withdrawn tax free. A
qualified distribution is one

made at least five years after the
first contribution and after age
59%. There are also certain cir-
cumstances where earnings can
be withdrawn without paying
income taxes and/or the 10%
federal income tax penalty. If
your child allows the funds to
grow until at least age 59%, all
contributions and earnings can
be withdrawn without paying
any federal income taxes.

* A traditional deductible IRA
offers little tax benefit to a
child. When your child first
starts working, he/she will
typically pay a low marginal
tax rate on his/her income. So
even though the Roth IRA con-
tribution is not tax deductible,
your child typically receives lit-
tle or no tax benefit from de-
ducting the traditional IRA
contribution anyway.

If you can’t convince your
child to use his/her own money to
fund an IRA, consider reimbursing
him/her for their IRA contribu-
tions as part of your annual gift tax
exclusion. Hopefully, you will
teach your child some important
lessons about saving at an early
age. Please call if you'd like to dis-
cuss how to implement this strate-
gy for your child or grandchild.
[

match. Look at your benefits pack-
age to determine how much your
employer will contribute and take
full advantage of this benefit.

In 2025, you can contribute up to
$23,500 in your 401(k) or up to
$31,000 if you are age 50 or older.
Not Considering a Roth 401(k)

With a traditional 401(k), you re-
ceive the tax benefits up front be-
cause the contributions lower your
taxable income during the current
tax year. When you begin taking dis-
tributions from your 401(k) in retire-
ment, you will then have to pay
ordinary income taxes on the with-
drawals. With a Roth 401(k), you
make contributions with after-tax

dollars and your earnings grow tax-
free, meaning you will not have to
pay taxes when you withdraw your
money. Typically, people who don’t
need to lower their income today or
believe they may be in the same or
higher tax bracket during retirement
benefit from a Roth 401(k) plan.

You should compare the differ-
ences between the two types of
401(k) plans to decide which makes
the most sense for you. Additionally,
you may want to consider splitting
your contributions between both
types of 401(k) plans. Please call if
you’d like to discuss this topic in
more detail. Wl
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Investment Customization

A wide range of investment
options are available to provide par-
ticipants with choices based on their
investment tolerance. On average,
401(k) plans offered 18 different
funds in 2016, yet half of plan partic-
ipants contribute to only one fund.
Investment diversification is impor-
tant in your 401(k) plan because it
helps during volatile periods in the
market. Consider taking advantage
of the plan’s investment advice tools
to determine your investment risk
tolerance and closely review the
fund recommendations, so you have
an investment portfolio that is cus-
tomized to meet your goals.
Changing Investments

While investment selections can
be changed in your 401(k) at any
time, only 9% of plan participants
actually traded within their plan in
2015. This is an important feature of
your plan because your situation
may change. On a quarterly basis,
you should review the investments
in your 401(k) to determine how
they are performing in meeting
your investment objectives. Again,
use some of the investment plan-
ning tools to help you determine
when it’s time to change your in-
vestment selections.
Roth 401(k) Plans

The benefits of investing after-
tax contributions in a Roth 401(k) is
that contributions may be drawn
tax-free in retirement. While there
are rules around how much you can
invest in a Roth 401(k) plan, tax-free
income in retirement is a great way
to reduce your tax liability. You will
most likely have multiple sources of
income in retirement, such as Social
Security, 401(k) plan withdrawals,
and other investment income, all of
which can put you in a higher tax
bracket. When you take money in
retirement, you will have more con-
trol over how much of that money
will be taxed. Additionally, the Roth
401(k) plan does not have required
minimum distributions at 73, giving
you more flexibility in managing
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How Employer 401(k) Plan
Matching Works

Il employers are required to

adhere to 401(k) contribution
limits and withdrawal regulations
determined by the Employee Re-
tirement Income Security Act
(ERISA). However, when it comes
to matching employee contribu-
tions, the sponsoring employer de-
termines the specific terms. An
employer may have a very gener-
ous match or choose not to match
at all.
Matching Formulas

Employers use many different
formulas to determine matching
contributions, but most match em-
ployee contributions up to a per-
centage of the employee’s annual
income. However, some employers
may not consider income at all and
match a certain dollar amount of
an employee’s contribution.
How Matching Works

Let’s assume your employer
matches 100% of your annual con-
tributions up to a maximum of 3%
of your annual income. If you earn
$60,000, the total potential match
you can receive is $1,800. To re-
ceive the full match, you must also
contribute $1,800. If you contribute
more than $1,800, your additional
contributions will not be matched

Partial matching seems to be a
more common matching formula.
Let’s assume your employer
matches 50% of your contribution
up to 6% of your salary. If your
earnings are $60,000, you would
have to contribute $3,600 to receive
the employer’s maximum match of
$1,800. With this formula, you will

need to contribute twice as much
to receive the full employer match.

Under dollar amount match-
ing, you must contribute that same
amount to receive the match. Re-
gardless of your income, if your
employer matches up to $5,000
of your contributions, you must
also contribute $5,000 to receive the
full benefit.
Contribution Limits

All contributions to your
401(k) plan, whether they come
from you or your employer, must
adhere to the Internal Revenue Ser-
vice contribution limits. The total
contribution limit in 2025 is
$23,500. If you are over 50, you
may make additional catch-up con-
tributions up to $7,500, if permitted
by your 401(k) plan.
Vesting

You should also familiarize
yourself with your plan’s vesting
schedule. This schedule determines
the percentage of ownership you
have in your employer’s contribu-
tions based on how many years
you’'ve been employed with the
company. For example, if your em-
ployer requires five years to be
fully vested, you may lose all or
some of the contributions the em-
ployer made if you were to leave or
be terminated from the company
before five years. Any contribu-
tions you make to the account will
always be yours with no forfeiture
if you leave the company.

Please call if you'd like to dis-
cuss 401(k) plan matching in more
detail. I

your disbursements.
Catch-Up

About 97% of 401(k) plans offer
the option to make catch-up contri-
butions to those 50 and older, but
only 16% of eligible participants take
advantage of this option. The maxi-
mum contribution to a 401(k) in 2025
is $23,500, but the catch-up feature
allows a participant to contribute an

additional $7,500. If you haven’t
been making the max contribution
and you're over 50, this is your op-
portunity to make the most out of
your 401(k) with the time you have
left to make contributions.

Please call if you’d like to dis-
cuss your 401(k) plan in more detail.
i
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Business Data

Month-end

Indicator May-25 Jun-25 Jul-25 Dec-24 Jul-24
Prime rate 750 750 7.50 750  8.50
3-month T-bill yield 426 420 424 423 515
10-year T-note yield 441 424 437 458  4.09
20-year T-bond yield 493 479 489 486 444
Dow Jones Corp. 538 518 526 545 543
GDP (adj. annual rate)# +2.40 -0.50 +3.00 +2.40 +3.00

Month-end % Change
Indicator May-25 Jun-25 Jul-25 YTD 12-Mon.
Dow Jones Industrials ~ 42270.07 44094.77 4413098 3.7% 8.1%
S&P 500 5911.69 6204.95 6339.39 7.8% 14.8%
Nasdaq Composite 19113.77 20369.73 21122.45 9.4% 20.0%
Gold 3288.90 3281.00 3310.00 26.5% 36.4%
Unemployment rate@ 4.20 4.20 410 -24% 0.0%
Consumer price index@ 320.80 32147 32256 22% 27%

# — 4th, 1st, 2nd quarter @ — Apr, May, Jun Sources: Barron's, Wall Street Journal
Past performance is not a guarantee of future results.

18-Month Summary of Dow Jones
Industrial Average, 3-Month T-Bill
& 20-Year Treasury Bond Yield
February 2024 to July 2025
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News and Announcements

Your 401(k) Contribution Amount

Before deciding how much to contribute to your
401(k) plan, find out three key figures:

What is the maximum percentage of your pay that
can be contributed? The maximum legal limit that can
be contributed in 2025 is $23,500 plus an additional
$7,500 catch-up contribution for participants age 50 and
over, if permitted by the plan. However, most employ-
ers set limits in terms of a percentage of your pay to
comply with government regulations. This limit ensures
the plan does not discriminate in favor of highly-
compensated employees.

How much of your contribution is matched by
your employer? Employers are not required to provide
matching contributions, but many do. A common match
is 50 cents for every dollar contributed, but many other
variations also exist.

Up to what percentage of your pay does your
employer match? Most plans only match contributions

up to a certain percentage. For instance, the plan may
only match contributions up to a maximum of 6% of
your pay.

Assume your 401(k) plan allows contributions up to
10% of your pay annually, with a 50 cent match on
every dollar contributed, up to a maximum of 6% of
your pay. With a $100,000 salary, you can contribute up
to $10,000 to the plan. Your employer will match up to
the first $6,000 of contributions (6% of $100,000), con-
tributing a maximum of $3,000 (50 cents for every one
dollar you contribute).

How much should you contribute to your 401(k)
plan? If at all possible, contribute the maximum al-
lowed. In the above example, that would be 10% of
your pay. At a minimum, contribute enough to receive
the maximum matching contribution, which would be
6% of your pay in the above example. Bl
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