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Understanding the advantages of your retirement plan is crucial to making wise saving and 
investing decisions. Your Retirement Plan explains the basic principles of how your defined 
contribution plan can be helpful as you look ahead to your future in retirement.
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What Is A Retirement Plan?
In the past, it was not unusual to spend your entire career working for the same 
company. When you retired, the company paid you a pension and sometimes 
covered your health care costs. Today, many American workers are in charge 
of planning ahead for their own retirement years using a defined contribution 
retirement plan. And while it’s not quite as simple as sitting back and letting your 
employer handle the details, it certainly offers you a great deal more control over 
your future.

As an employee, you can fund your retirement plan account with money that 
is automatically deducted from your paycheck. You then decide how to invest 
the money based on your life goals, your tolerance for risk and your time 
remaining until retirement. One of your plan’s most attractive features is that the 
government does not tax any contributions, capital gains, dividends or interest 
until money is withdrawn.1

1     Contributions to Roth accounts are made after taxes. Earnings then grow tax free and 
qualified distributions are not subject to federal income taxes.

Defined benefit plans are also 
known as pension plans. The 
benefit, usually in the form of 
a monthly income amount, is 
determined by a formula based 
on criteria such as length of 
employment and salary.

Defined contribution plans 
are funded primarily by your 
own contributions. These 
retirement accounts grow based 
on the amount contributed and 
investment returns. Common 
defined contribution plans include 
401(k), 403(b) and 457 plans.
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Your Retirement Plan: An Appealing Way To Save 
It’s Simple 
You determine how much to save and where you want to invest. The money gets deducted from your paycheck and 
put straight into your retirement plan account. Once you’ve made your investment choices, saving is automatic.

Taxes On Contributions And Investment Gains Are Deferred 
Contributions you make to your account are not subject to federal income taxes until you retire or decide to withdraw 
your money. This does two things. First, it lowers your current tax burden, as your income will be reduced by the 
amount you contribute. Second, any investment gains and earnings also enjoy tax deferral until distribution, when your 
tax rate will possibly be lower. 

Those Tax Advantages Help Your Money Grow 
Small amounts of money, when left to compound over long periods of time, can potentially grow into much larger 
amounts of money. The dividends, interest and capital gains within your account – which are not immediately taxed by 
the government – can compound for years, until you’re ready to withdraw the money. This tax-deferred compounding 
can really add up over time.

The Match Can’t Be Beat 
Some employers offer to match a portion of your contribution as an incentive to help you save for retirement. Your 
company may offer to match the first 4 percent of the money you contribute from your paycheck, for instance. This 
means that if you contribute 4 percent of your pay, your company will add that same amount to your account. You gain 
ownership of the company match according to a vesting schedule. If your company offers a match, you have a sure-fire 
way to increase the amount of money entering your account. 

The Power Of Tax-Deferred Compounding

Use this chart to compare the returns of a tax-deferred account to a regular taxable account.

$217,906

10 years

20 years

30 years
$114,196

$79,809

$47,740

$22,368

$15,081 Taxable savings account

Tax-deferred savings account

This chart is hypothetical and for illustrative purposes only and is not intended to be a projection of future values of any product. The investment return 
and principal value of an investment will fluctuate and an investor’s interest, when redeemed, may be worth more or less than the original investment. Past 
performance is no guarantee of future results. The Standard imposes certain asset-based fees and administrative fees. These charges were not included; if 
they were, the tax-deferred performance would have been lower. Withdrawals prior to age 59½ may be subject to a 10 percent federal income tax penalty. 
This illustration assumes a $25 weekly contribution, a 25 percent federal income tax rate, a gross annual growth rate of 8 percent, and a 3 percent annual 
wage increase with a corresponding increase in weekly contributions. Note that lower maximum tax rates on capital gains and dividends could make the 
investment return for the taxable investment more favorable, thereby reducing the difference in performance between the investments shown. Please 
consider your personal investment horizon and income tax bracket, both current and anticipated, when making an investment decision as these may 
further affect the results of the comparison. Withdrawals from the tax-deferred account will be subject to federal and possibly state income tax.
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You Decide How Much To Save
Unlike traditional pension plans, your retirement plan gives gives you the ability to determine how much you save. 
However, it does not guarantee a fixed amount of monthly income at retirement. 

The amount of money you contribute to your plan is one of the most significant factors in how much cash flow you 
will have in your retirement years.

How much money will you need to save for retirement? Financial experts suggest living on about 80 percent of your 
pre-retirement income when you retire. Use the chart below to see how much income that could mean to you and how 
much you should save each month to reach that goal.

You Decide Where To Invest 
Your contributions are invested according to your instructions, chosen from the investment options available in your 
plan. Usually, your plan will offer a variety of investment options, ranging from lower-risk cash equivalents to higher-
risk stock investments. These options give you quite a bit of discretion over how much risk you’re willing to take, 
and let you choose an investment plan that works best for you. Over time, as your priorities change, you can make 
adjustments to your investments to keep them in line with your needs.

A Basic Guide To Saving For Your Income And Age

Gross yearly 
income at 

age 25

Total savings required to  
provide 80% of income with 

Social Security

Monthly savings 
needed if you start 
saving at age 25

Monthly savings 
needed if you start 
saving at age 35

Monthly savings 
needed if you start 
saving at age 45

  $30,000 $399,000 $106 $240 $579

  $40,000 $643,000 $170 $386 $933

  $50,000 $887,000 $235 $532 $1,290

  $60,000 $1,140,000 $299 $678 $1,640

  $70,000 $1,470,000 $388 $879 $2,130

  $80,000 $1,810,000 $478 $1,090 $2,630

  $90,000 $2,150,000 $568 $1,290 $3,120

$100,000 $2,490,000 $658 $1,500 $3,610

$150,000 $4,490,000 $1,190 $2,690 $6,510

Calculations assume the participant plans to retire at age 67 with a life expectancy of 86. Numbers are rounded for illustrative purposes. The assumed annual 
rate of return on investments is 8 percent and the assumed inflation rate is 3 percent. This chart is hypothetical and for illustrative purposes only and is not 
intended to be a projection of future values of any product. The investment return and principal value of an investment will fluctuate and an investor’s interest, 
when redeemed, may be worth more or less than the original investment. Past performance is no guarantee of future results. Total savings requirements are 
calculated for a 25-year-old participant.

Retirement on the Brain – Your Retirement Plan



6

Investing Is Systematic
Because retirement plan contributions are systematically taken from your paycheck, you regularly invest the same 
dollar amount regardless of fluctuations in market prices. In effect, your plan automatically practices dollar-cost 
averaging, a simple and effective approach to investing. When the price of a fund rises, you’ll buy fewer shares, and 
when the price dips, you’ll buy more. While dollar-cost averaging does not ensure a profit or protect against loss in 
declining markets, it takes the emotion out of investing and can help lower your average cost-per-share in the long run. 
Consider the following example:

Dollar-Cost Averaging At Work

Sam’s retirement plan automatically deducted $100 from his paycheck every month and invested it in a diversified 
fund. When the fund’s price dropped, Sam purchased more shares, resulting in a lower cost-per-share than the 
average price over a one-year period.

Month
Amount
Invested

Average 
Share Price

Number of
Shares Purchased

January $100 $20 5

February $100 $25 4

March $100 $20 5

April $100 $16 6.25

May $100 $16 6.25

June $100 $10 10

July $100 $5 20

August $100 $8 12.5

September $100 $10 10

October $100 $16 6.25

November $100 $20 5

December $100 $25 4

$1,200 $16 (avg. price) 94.25 shares

Avg. cost per share = $12.73 ($1,200 investment ÷ 94.25 shares)

This example is hypothetical and for illustrative purposes only and is not indicative of the performance of any specific investment. Past performance is no 
guarantee of future results. Dollar-cost averaging does not ensure a profit or protect against a loss in declining markets.
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Retirement Planner
Making saving and investment decisions can be overwhelming, but you are not 
alone. The Standard’s Retirement Planner is a user-friendly, web-based tool 
that can help you make the choices that are right for your circumstances, risk 
tolerance and timeline until retirement.

Most importantly, Retirement Planner can help answer the questions you likely 
have as you look ahead to retirement. How much do I need to save? And 
where do I invest it?

To use the Retirement Planner, log in at www.standard.com/retirement and then 
access your retirement account through Personal Savings Center. You’ll find the 
Retirement Planner and other helpful resources under the Planning Tools menu.

Whether you’re a few years or a few decades from retirement, a retirement plan 
provides you with an appealing option for saving. Don’t pass up the perks – 
talk to your benefits administrator about your plan today!

To learn more about your 
plan, you can call a customer 
service representative at 
800.858.5420. 

For more information  
about Retirement Planner 
or other features of  
Personal Savings Center 
from The Standard, go to  
www.standard.com/
retirement.

Retirement on the Brain – Your Retirement Plan
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Employers and plan participants should carefully 
consider the investment objectives, risks, charges 
and expenses of the investment options offered under 
the retirement plan before investing. The prospectuses 
for the individual mutual funds and each available 
investment option in the group annuity contain this 
and other important information. Prospectuses may 
be obtained by calling 877.805.1127. Please read the 
prospectus carefully before investing. Investments are 
subject to market risk and fluctuate in value.

The Standard is the marketing name for StanCorp Financial Group, Inc. and its subsidiaries. 
StanCorp Equities, Inc., member FINRA, wholesales a group annuity contract issued by 
Standard Insurance Company and a mutual fund trust platform for retirement plans. 
Third-party administrative services are provided by Standard Retirement Services, Inc. 
Investment advisory services are provided by StanCorp Investment Advisers, Inc., a 
registered investment advisor. StanCorp Equities, Inc., Standard Insurance Company, 
Standard Retirement Services, Inc. and StanCorp Investment Advisers, Inc. are subsidiaries 
of StanCorp Financial Group, Inc. and all are Oregon corporations.

Standard Retirement Services, Inc. 
1100 SW Sixth Avenue
Portland OR 97204
800.858.5420

www.standard.com/retirement
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