
Planning for Retirement 

A Simplified Step by Step Guide 
This is intended to give you an overview of the steps to take to fund 

your retirement and get you started. 

Please consult with your financial advisor and/or an accountant to 
assist you with your personal retirement planning. They will evaluate 
your needs and help tailor a plan best suited to your unique financial 

situation and plans.  

 

Did you know? 
• Retirement is not an age, it’s a financial number. Once you’ve 

build the right nest egg for you so can retire, whether you are 35 
or 65! 

• Retirement can mean whatever you want it to mean. But the 
underlying benefit of retiring is that your time is your own and 
you no longer have to work if you don’t want to.  

• With the right planning, you can have more time and money than 
you’ve ever had before when you retire. 

• Social Security will not cover all of our expenses. You will need to 
have other finances resources available as well.  

• Most of us do not want to run out of money or be a burden on 
our family. In fact, that is a big fear many people have – that they 
will run out of money and they will have to lean too strongly on 
family to help them because they cannot help themselves.  



• By following the steps, you are learning in this program you are 
setting yourself up to succeed financially. 

• These are the same steps that can help you prepare for a 
comfortable retirement.  

• No matter where you are starting from, you can succeed if you 
keep following the steps and save and invest for retirement 
consistently.  

 

For some people, talking about retirement is intimidating. Maybe you 
feel like you’ve started too late, or you don’t have enough saved. But 

that fear can be the very thing that prevents you from getting started.  

But the good news is that no matter where you are starting from, know 
that it’s never too late, or too early, to begin saving for retirement.  

 

My hope and intention is that the information here will help simplify 
what you need to know to save for retirement by creating a simple step 

by step outline.  

 

Here are the Steps at a Glance: 
1. Start with the proper percentage. 

2. Decide on the size of your nest egg. 
3. Figure out how much to save per month. 

4. Open and fund your retirement accounts. 
5. Invest your money so it can grow and work for you. 

 

Each step will be covered in more detail below. 



 

1. Start with the proper percentage. 
By the time you get to the step of saving for retirement you’re keeping a 
monthly cashflow plan, you’ve paid off all of your debt and have saved 
3-6 months of living expenses. Great job!   

You are way ahead of most people and deserve some major kudos! 

Now it’s time to start saving for retirement.  

 

Start by saving 15% of your gross income (income before taxes and 
other expenses are taken out) into a retirement account.  

• If you are married, then this will be a total of 15% of your joint 
gross income. 

• This amount does not include any matching amount you may 
receive from your employer. Any matching will be extra above 
what you are investing.  

• Why not start saving for retirement before getting out of debt and 
having an emergency fund? Two reasons: First, the interest rates 
on your debt can outpace the returns on your retirement, creating 
a net loss. When you don’t have debt you also have more to put 
into savings. And second, you don’t want to borrow from your 
retirement savings. Having a financial cushion allows you to 
weather many of life’s ups and downs without taking out a 
retirement fund loan, which can be extremely costly.  

 

How to Distribute the 15% Savings:  



• First, invest up to the match in your employer sponsored plan. For 
example, if they match 3% of your contributions, then invest 3% of 
your pre-tax income.  

• Then, contribute the maximum amount you can into your Roth 
IRA. For example, let’s say that is 10% of your income to max that 
out. 

• Now you are at 13% of your gross income contributed. 
• To bring it up to 15%, you will then contribute 2% more to your 

employer sponsored retirement plan.  

Total: 15% Invested in Retirement Accounts. 

 

 

2. Decide on the Size of Your Nest Egg  
As a rule of thumb, if you can live on 8% of your nest egg per year you 
will be do well. 

A 12% average annual return on your investments gives you 4% to 
cover the cost of inflation, and the 8% return to live on while keeping 
your nest egg intact. In other words, you can use this formula whether 
you plan to live on this for five years or twenty. 

(As an aside, the S&P 500 has had an average annual return of 11.63% 
since 1973, even with its ups and downs). 

Your calculations may change depending on how you invest and your 
rate of investment returns, but this formula will show you how to figure 
out how much you will need in your nest egg when you retire.  

 

How to Calculating Your Nest Egg Needs: 



1. Figure out how much you spend in an average month right now.  
2. Multiply that by 12 to come up with your yearly expenses in 

today’s dollars. 
3. Then, divide that number by .08. 
4. Then you will have the number you need for your nest egg.  

 

For example, let’s say you and your spouse decide you can live 
comfortably on $5000 a month, or $60,000 a year.  

Divide $60,000 by .08 and you get $750,000.  

That’s your target next egg number.  

60000  ÷ .08 = 750000 

 

You can adjust the number as you like.  

Say, for example, that your home is paid for and you have no debts. 
Your next egg may not need to be as large. Alternatively, if you plan to 
upgrade your lifestyle and expenses when you retire, calculate about 
how much that would cost in today’s dollars and plan accordingly.  

 

 

3. Figure out how much to save per month.  
To figure out how much you need to save per month and live on an 8% 
annual return, multiply your total nest egg number by the appropriate 
factor below according to your age. 



This will give you the amount you need to set aside per month at a 12% 
return to reach that number.  

Age Years to Save Multiply by: 
25 40 .000286 
30 35 .000436 
35 30 .000671 
40 25 .001051 
45 20 .001698 
50 15 .002890 
55 10 .005466 
60 5 .013610 

 

For example, if you are 35 and want to save $100,000, multiply 
$100,000 x .000671 = $67.10  

So you will need to save $67.10 per month for 30 years with a 12% 
average annual return to accumulate $100k.  

 

Note 

If you set this money aside each month but did not invest it and make a 
return on that money, your total saved would be $24,156 after 30 years.  

But because you invested your money it is growing at a compounded 
12% a year. Your money is growing and working for you. That is the 
power of investing and compound interest! 

Albert Einstein reportedly said that compound interest should be 
considered the 8th wonder of the world because it is so powerful. 

Use it to your advantage! 



Here’s a compound interest calculator if you’d like to do your own 
calculations: 
http://www.moneychimp.com/calculator/compound_interest_calculator.htm 

 

A Little Pep Talk! 
If you’re anything like I was you are starting your retirement savings 
“late” and these numbers look too big to achieve.  

Do the calculations anyway.  

As you follow the steps in this program - keeping a monthly cash flow 
plan, paying off your debts and putting aside 3-6 months’ worth of 
living expenses – you have already decreased your monthly expenses 
and freed up more money to invest.  

You’ve also gotten momentum and just need to keep taking similar, 
consistent action. Keep Going!  

You might surprise yourself with how quickly your retirement savings 
can accumulate. Every bit of money you save counts. Plus, with 
compound interest you are getting help to grow this! 

Keep going and don’t get discouraged. You can do this. Just remember 
to take consistent action and you will benefit from it.  

 

 

4. Open and fund your retirement accounts.  
A retirement account is simply a shelter that will hold the money you 
contribute. Retirement accounts provide certain tax benefits for 



retirement eligible funds. The types of benefits depend on the type of 
account you open.  

 

Most of Us Will Want 2 Types of Retirement Accounts  

A Roth IRA and another account listed below, which is determined by 
your needs and situation, such as whether you have an employer 
sponsored plan or are self-employed.  

 

Common Retirement Account Types 

• IRA or Individual Retirement Account. Anyone with earned 
income can contribute to this account, no matter how young they 
are.  

• Roth IRA. Also available to anyone with earned income, no matter 
their age. And funds in a Roth IRA grow tax free. This is a major 
plus with this type of account. I encourage everyone to open a 
Roth IRA.  

Contribution Limits (as of 2019): 

• $6,000 per year.  
• Those 50 and over can contribute an additional $1,000 for a 

total of $7,000. 

 

Employer Sponsored Retirement Accounts 

Your employer may sponsor one of the following types of tax deferred, 
defined contribution retirement plans (Check with your supervisor or 
HR Department to find out what is available to you):  

• 401k 



• 403b  
• TSP  

 

If You are Self-Employed 

If you are self-employed or own a company, one of the following types 
of accounts may be available to you (ask your account which type of 
plan is best for you given your business type and situation): 

• SEP IRA   
• I401k (Individual 401k) 
• Roth 401k 

 
 

How to Open a Retirement Account 

• If you have a retirement plan sponsored by your employer, you 
will open the account with them. Speak with your HR department 
or supervisor about your options.  

• Otherwise you will open an account with an investment firm such 
as Vanguard, TD Ameritrade or other reputable company.  

• You will likely need to open your Roth IRA with the investment 
company as well rather than your employer.  

• You can work with an accountant to set up the account, or an 
advisor at the investment firm will walk you step by step through 
the application process.  

• Once your account is open you will be able to determine how to 
deposit money into the account. Many accounts (though not all, 
due to regulations) will allow you to make automatic deposits.  

 



5. Invest Your Money so it Can Grow and 

Work for You 
Remember, your retirement account is simply a shelter where you are 
parking your money.  

You need to invest the funds within the account(s) to get a return on 
your money and make it grow and work for you. 

 

First, Evaluate Some Common Investment Vehicles Options 

There are many “vehicles” you can use to invest your money, get paid a 
return and make your money grow. Some of them will be appropriate 
for your goals, and some won’t be. Below is a brief description of some 
common investment vehicles. This is not an exhaustive list, but it covers 
many of the most common ones.  

*This is general information and not to be used as individual 
investment advice. Please work with your financial advisor to determine 
how you want to invest. 

 

CD’s  

Certificates of Deposit. Essentially a savings account. The institution 
holds your funds for a defined period of time. There are fees and 
penalties for early withdrawal. Very low rates of return. Does not keep 
up with inflation, therefore may not a good choice for retirement 
investments.  

 



Bonds  

A bond is a fixed income instrument that represents a loan made by an 
investor to a borrower (typically corporate or governmental). They have 
a fixed amount of time associated with them and tend to have very low 
returns.  

 

Annuities 

An annuity is a contract between an investor and an insurance 
company. The investor pays a lump sum payment or series of 
payments and in return get regular payments back at an appointed 
time. The goal of annuity is to provide a steady stream of income 
during retirement. This is an investment product tied to an insurance 
policy. If you go this read the fine print carefully!  

 

Stocks   

A stock is an investment that represents a share, or partial ownership, 
of a company. Stocks are issued by companies to raise capital in order 
to grow the business or undertake new projects. It is not recommended 
that you invest in individual stocks as part of your retirement 
investment since it is not diversified. 

 

Mutual Funds  

A mutual fund is a basket of managed funds such as stocks. These can 
be a good investment vehicle, but because they are actively managed 
they have fees associated with them that can put a dent in your returns 
over the long term.  

 



Index Funds  

A basket of funds that match or track the components of a 
market index. They have lower fees and less turnover than mutual 
funds because they are not actively managed. They can be traded like a 
stock and are easy to buy and sell.  

 

ETF’s  

Exchange Traded Funds are similar to Index fund and it can also track 
things like a commodity, bonds, or a basket of assets such as real 
estate.  

 

Once You Have Chosen Your Investment Vehicle  

Once you’ve decided what you want to put your money in, purchase it 
within your retirement plan and let it start to work for you.  

For example, if you choose to invest with index funds, you would then 
purchase shares of the index fund. (You can call the investment firm 
and they will walk you through how to do this if this is new to you. It’s 
an easy process, but can feel intimidating if you haven’t done it before). 

As always, you will want to work with your financial advisor to 
determine how you want to allocate your money and which vehicles are 
best for your needs.  

 

Here is one example of an investment strategy, inspired by Dave 
Ramsey: 

(Again, this may not be appropriate for you, but it’s an example of one 
investment strategy you may consider):  



Invest Retirement Funds Equally Into Each of These Four Types of 
Index Funds: 

• 25% Into Growth & Income Index Funds (Also called Large-Cap or 
Blue Chip Funds)  

• 25% Into Growth Index Funds (Also called Mid-Cap or Equity 
Funds Such as the S&P 500) 

• 25% Into International Index Funds (Also called Foreign or 
Overseas Funds)  

• 25% Into Aggressive Growth Index Funds (Also called Small-Cap or 
Emerging Market Funds). 

  

Important: Choose funds that have at least a 10 year proven track 
record. 

 

Alternative Ways to Invest in IRA’s 

If you would like to invest your retirement funds in something besides 
the stock market, it is possible.  

You can invest in things like real estate projects, businesses, precious 
metals, cryptocurrency and other assets.  

You want to look for reputable, established investment firms that offer 
Self-Directed IRA’s and Alternative Asset Custody options.  

 

Please Do Due Diligence if You Wish to Invest in Alternative Assets  

Be sure that whoever or whatever you invest with has a minimum of a 
successful and proven 5 year track record. Also, please talk with a 
trusted and qualified financial advisor about the assets you are 
considering so they can help you evaluate the opportunities.  



I recommend that you use non-retirement funds to invest in alternative 
assets, and that you do not invest any money you cannot afford to lose. 
Also, limit yourself to investing just 1-5% of your portfolio in an asset 
you are not familiar with.  

 

A Few More Important Points to Know About Retirement Planning: 

• You want to diversify your portfolio. That simply means you want 
to spread your investments around to different securities (funds, 
stocks, etc). This is otherwise known as not putting all of your eggs 
in one basket. It’s for your protection.  

• Investing can be boring. This is one area of your life that you don’t 
want to be too exciting. Save that for other things, like the fun 
adventures you’ll have when you retire! 

• On that note, it’s not hard to find people with advice that will 
scare the pants off of you and convince you you are better off 
living in a bunker than investing! I encourage you not to give into 
the fear. But if you must and are convinced the end is nigh, then 
move into the bunker AND invest using tried and true methods. (If 
the stock market ever goes away we all have bigger things to deal 
with than retirement!) (I say this with some humor, but I get asked 
this from clients regularly, so I just want to bring it up in case 
you’re thinking it.) 

• Stay the course. Plan to keep your money in your investments for 
5 years or longer. Statistically, people who try to time the market 
make lower returns than those who hang tight through the ups 
and downs of the stock market. (The ups and downs are normal 
and to be expected.  If this causes you stress, I encourage you not 
to look at your portfolio every day.  Instead, review it quarterly or 
annually instead).  



• Be sure to rollover your 401k or other retirement accounts when 
changing jobs. 

• When rolling over an account such as a 401k, make sure the 
company transfers funds directly to the new account. DO NOT 
have them send you a check and then you deposit it into the new 
account! You could incur major fees and penalties that way. Let 
the investment firm do it for you. It’s an easy process and they are 
pros at it.  

• Do not borrow from your retirement accounts. You could end up 
incurring up to 40% penalties between taxes and fees. Just don’t 
do it. You set up an emergency fund so you don’t have to borrow 
from your own future.  

• When choosing a financial advisor, I recommend choosing a 
Certified Financial Planner or CFP. They have a fiduciary 
responsibility to advise you on what’s in your own best interest, 
not theirs. They do not make money by selling you products you 
may not need.  

 

Congratulations!  You have officially reached rock star status! Give 
yourself a big pat on the back, you deserve it! 

If you’re like most of us this process may have felt daunting. But 
not for a money hero like you!  Good job! 

 

 

 

If you have questions or need CFP referrals feel free to email me at 
kathryn@moneycoachkathryn.com 
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