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To create a retirement-savings plan is to do some math.  

Most of us donõt like math but hang in there and keep    

reading because knowing your òsavings numberó is the most         

important factor you need to know to reach retirement  

income security. Seriously. People believe that the most   

important factor is how they invest their money, but the 

most important factor by far is your savings rate. You just 

canõt invest your way out of needing to save.  

The Multiple of Annual Salary: Many will tell you that you 

need to have at least 10 times your gross annual salary by the 

time you retire. So a household earning $50,000 would need 

to have $500,000. That metric is clear and fairly easy to re-

member ð but it doesnõt tell you how to get there.  

The Percentage of Income:  Others will tell you that you 

need to have saved enough to replace 75% of your gross 

income annually (75% of $50,000 = $37,500 annually). 

Again, easy to understand, but how do you get there?   

The Percentage to Save Each Year: This approach might 

not tell you the bucket of money youõll have at retirement, but 

it will tell you what you need to be doing now to get where you 

want to go. Now that is actionable, and it is critical to know 

that number and save it! See below to find your number! 

This chart assumes retirement at age 65, 75% replacement of 

income, current Social Security benefits, and 8% annual re-

turn. So, a 40 year old with a $50,000 salary and $25,000 saved 

(1/2 of salary), will need to save 22% of total income per year. 

(Percentage includes employee and employer contributions.)   

 

 

 

 

 

 

Warren Buffett:  òDo not save what is left after spending, 

but spend what is left after saving.ó 
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A: There are many types of risk in investing, but this answer 

focuses on market risk (or, how likely is your account to go 

up or down). This is also called volatility. In deciding how 

much market risk to take, itõs important to understand the 

market risk associated with three main types of investments: 

Cash: Cash is lower risk, often taking the form of a savings 

account or money market fund.  While it is always a good 

idea to have a òrainy dayó fund that is easily  

accessible, cash is not a type of investment you 

necessarily need in your retirement plan until 

you are around 5 years from retirement.    

Bonds: Bonds typically fall in the moderate risk 

category, though bonds can run the gamut from  

very low risk (government bonds) to very high risk (junk 

bonds). Bonds are used to offset the volatility of the stocks 

in a portfolio, and the percentage of bonds vs. stocks you 

should have in your portfolio varies depending on your   

situation...mostly your time horizon. Note: your retirement 

plan with Acropolis does not contain any òjunkó bonds.  

Stocks:  Stocks are a higher-risk type of investment with a 

higher potential return. Within the stock category, there are 

varying levels of risk depending on the type of stocks. For 

example, a large-cap stock fund made up of large U.S.    

companies has historically been a lower risk option than an 

international stock fund. Here are the major stock types  

arranged in order of typical risk level: 

Large Cap: U.S. companies with market capitalization over 

$10 billion ð tend to be less volatile than mid to small      

company stocks. 

Mid Cap: U.S. companies with market capitalization from 

$2 - $10 billion ð less risky than smaller company stocks but 

more growth potential than large company stocks. 

International: Non-U.S. companies which are further   

categorized as òdevelopedó and òemergingó markets. 

Emerging markets are usually more volatile than developed 

international countries.   

Small Cap: U.S. companies with market capitalization of 

less than $2 billion - more growth potential, but also higher 

risk of failure, so more volatile. 

When deciding how to invest, itõs important 

to consider what risk is appropriate for you.  

It can be tempting to choose the fund or 

asset class with the highest recent returns, 

but recent or past performance is no    

guarantee of future returns. Large Cap may 

be the big winner one year but Small Cap or International 

may win the next. Itõs these ups and downs that cause many 

investors to question their investment choices and often 

make emotional decisions that cost them in the long run.  

Yet, as important as this is, many people just donõt have the 

time or desire to research investments. Thatõs where the 

Acropolis Target Retirement Allocations (ATRAs) come 

into play! ATRAs are professionally managed allocations 

based on a target retirement year. The ATRAs automatically 

become more conservative as you approach retirement, are 

rebalanced systematically, and are diversified with the goal 

of optimizing returns for the amount of risk taken. If youõd 

like help with your investments, just contact Acropolis. 

By Amy Crews, QKA 
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