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Welcome! 
 

Grey House Publishing and Weiss Ratings are proud to announce the third edition 

of Financial Literacy Basics.  Each volume in this series provides readers with easy-

to-understand guidance on how to manage their finances.  Designed for those who 

are just starting out and for those who may need help handling their finances, 

volumes in this series outline, step-by-step, how to make the most of your money, 

which pitfalls to avoid, and what to watch out for, and give you the necessary tools 

to make sure you are fully equipped to manage your finances. 

Volumes in this series take the guesswork out of financial planning—how to 

manage a checking account, how to stick to a budget, how to pay back student 

loans quickly—information necessary to get started on your financial future.  Each 

volume is devoted to a specific topic.  Combined, they provide you with a full 

range of helpful information on how to best manage your money. Individual 

volumes are: 

 How to Make and Stick to a Budget 

 How to Manage Debt 

 Starting a 401(k) 

 Understanding Health Insurance Plans 

 Renting an Apartment & Understanding Renters Insurance 

 Understanding the Cost of College, Student Loans & How to Pay Them Back 

 Buying a Car & Understanding Auto Insurance 

 What to Know About Checking Accounts 

 

Filled with valuable information alongside helpful worksheets and planners, these 

volumes are designed to point you in the right direction toward a solid financial 

future, and give you helpful guidance along the way.

   





 

 

Financial Literacy Basics: 
Starting a 401(k) 

 

 
Would you like 
to have a 
million dollars?  

If you’re like most 

people, you probably answered 

“yes”!  Well, depending on when you 

start saving, you can actually save a 

million dollars during your lifetime 

using a 401(k) plan. 

A 401(k) plan is a retirement plan. But 

if you start planning for retirement at 

a young age, becoming a millionaire is 

possible. If you’re just starting out in 

the workplace or are still in college, 

retirement may seem a lifetime away, 

but financial experts emphasize that 

by planning for retirement when you 

are young, you can maximize the 

amount of money you save for later.  

In other words, if you start saving at 

age 25, you will have 10 more years of 

your money working for you (making 

money) than someone who starts at 

age 35, and 20 more years than 

someone starting at 45. This is why 

it’s so important to start saving early.     

 

What is a 
401(k)? 

A 401(k) plan is a 

retirement 

savings account sponsored by your 

employer. It works by allowing you to 

set aside (contribute) a portion of your 

paycheck to be placed in a special 

type of account.  

This account is different from a 

regular savings account because the 

money in it is actively invested in 

mutual funds, stocks, or bonds. These 

investments can earn money over 

time and increase the value of your 

contributions.  

The most popular types of 401(k) 

accounts allow you to contribute 

money from your paycheck before 

taxes are taken out—these are 

traditional 401(k) plans. You only pay 

taxes on the money when you 

withdraw from the account. Because 

of this, most 401(k) accounts have 

restrictions on how much you can 

contribute and when you can access 

your money.  
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These vary by plan, but in most cases, 

taking money out of a 401(k) plan 

early (way before retirement age) 

results in a 10 percent penalty and 

other fees. 

 

The History of 
the 401(k) 

In case you were 

wondering, the 

term 401(k) has nothing to do with the 

amount of money you can contribute 

or remove from your account. It is 

simply named after Section 401(k) of 

the Internal Revenue Service (IRS) 

code.  

This section allows workers to avoid 

paying taxes immediately on a portion 

of their income if they elect to receive 

it at a later date. When the rule was 

originally written in the late 1970s, it 

did not allow employers to put this 

“deferred compensation” into savings 

accounts for their employees.  

In 1980, Ted Benna, a benefits 

consultant with the company Johnson 

& Johnson, was working out a 

problem for a client. Taking note of 

the tax provision, Benna conceived of 

an account to which an employer 

could contribute tax-free and that the 

company could contribute to in 

matches.  

 

Benna asked the IRS to adjust its laws 

to allow such a practice. The IRS 

agreed and the 401(k) plan was born. 

The plan became so popular that by 

2016, more than 90 percent of private 

companies offered a 401(k) plan. 

The original 401(k) plan conceived by 

Ted Benna had only two investing 

options. You could choose a stock 

fund or you could choose a fund that 

guaranteed a return, similar to a 

money market fund. Today, the 

typical 401(k) comes with a menu of 

nineteen different funds.  

 

Employer 
Matching 

Some employers 

will also match the 

amount you put 

into your 401(k) account with a 

contribution of their own.  That means 

that if you contribute $100 to your 

retirement plan, your employer will 

also contribute $100 too, with certain 

restrictions. 

These employer contributions may 

also come with additional restrictions. 

For example, you may have to work 

for a company for a specific period of 

time before you can access its share 

(their contribution) of your 401(k) 

account. This is a process called 

vesting.  You can find more 

information on vesting on page 14. 
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Employers can also choose to cap 

their matching contributions at a 

certain percentage of an employee’s 

salary, in addition to the 

government’s caps on the total 

amount of money that both you and 

your employer can put into a 401(k) 

each year.  

If your employer matches your 401(k) 

contribution, take advantage of it.  If 

you can, invest the maximum amount 

so you’ll get the most out of employer 

matching.  If you contribute $500 a 

month to your retirement account and 

your employer matches that amount, 

that’s like getting $6,000 of free 

money every year.  And, that $6,000 

will earn interest every year, too. 

If your employer does not offer a 

matching contribution, you should still 

save for retirement.  You can choose 

to participate in your employer’s 

401(k) plan or you can create your 

own Individual Retirement 

Arrangement or IRA.  See page 22 for 

more information on additional types 

of retirement plans.

Maximum 
Contributions 

According to law, 

the maximum 

annual amount a 

person under 50 

years old could contribute to a 401(k) 

in 2019 is $19,000. A person older 

than 50 years old is allowed a $6,000 

“catch-up” contribution, for an annual 

total of $25,000. With total 

contributions from employers and 

other sources, the maximum annual 

amount by law a person could put 

into his or her plan in 2019 is $56,000. 

 

When are 
Taxes 
Deducted? 

In addition to 

traditional 401(k) 

plans, some employers give you the 

option of having taxes deducted from 

your money before you make your 

contribution. These are known as Roth 

401(k) plans. The main difference 

between traditional 401(k) plans and 

Roth (401(k) plans is how your money 

is taxed.  

Traditional plans tax both your 

contributions and any interest they 

have earned when you withdraw your 

money. With Roth plans, taxes are 

deducted from your paycheck as 

usual, and then the money is 
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deposited into the Roth plan. Since 

you have already paid taxes on your 

money, you do not have to pay again 

upon withdrawal.  

 

When Can You 
Access Your 
Money? 

Both traditional 

and Roth 401(k) 

plans come with 

specific rules as to when you can 

access your money.  

Since they are retirement plans, you 

can’t withdraw money, without 

penalty, until you are at least 59½ 

years old. Exceptions occur if you 

become disabled, or die before you 

reach 59½, which allows your family or 

beneficiaries to access the account.  

You can also take your money out 

early if you declare a hardship or if the 

company you work for goes out of 

business, or terminates the plan.  

Another rule that applies to Roth 

plans is that your money needs to be 

in the plan for at least five years 

before withdrawing it. 

Choosing 
Investments  

You get to choose 

the investments for 

the money that 

you put into a 

401(k). If this seems like an 

overwhelming task, don’t worry.  

Most employers who offer 401(k) 

plans have a financial services 

company to manage your plan and 

help you choose from a range of 

investment opportunities offered by 

the financial services company.  

Once you select your plan, your 

employer automatically deducts your 

requested contribution from your 

paycheck and sends the money 

directly to the company handling your 

401(k).  

Most investments are made in mutual 

funds, which are pools of money from 

a group of investors that are invested 

in a variety of stocks, bonds, and 

other securities. Mutual funds are 

professionally managed and have the 

advantage of being diverse 

investments. This means they are 

spread out over a wide range of 

investment options and less likely to 

lose money if one stock or bond does 

poorly. 
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Most Common 
401(k) 
Investments         

Money market 

funds 

This type of mutual fund is considered 

one of the safest forms of investment. 

It comes with lower risk, but also has a 

lower return on your money.  

Money market funds invest in short-

term securities, such as certificates of 

deposit (CDs) or treasury bills (T-bills).  

A CD is similar to a bank savings 

account, except you agree to leave 

your money in the account for a pre-

determined length of time.  

A T-bill is like loaning money to the 

U.S. government in exchange for an 

IOU. It does not pay interest until 

after a specific period of time. Since 

they are short-term investments, this 

period is always less than a year.  

For example, an investor can purchase 

a $1,000 T-bill for $950. When the T-

bill “matures,” (meaning that it 

reaches its maximum worth) the 

investor is paid the full $1,000 face 

value of the bill. 

Most of the money invested into 401(k) plans is used to purchase mutual funds. Mutual funds are collections 
of stocks, bonds, and other securities.
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Stock funds 

A stock fund is a mutual fund that 

invests in a specialized group of 

stocks. This means the investments 

will focus on a particular type of stock, 

such as stocks from large companies, 

technology companies, medical 

companies, etc. When you buy stocks, 

it is like you are buying a small piece 

of ownership in a company. The 

company uses your money to fund its 

business and pays you back a certain 

amount if it does well. Of course, if it 

does poorly, you run the risk of losing 

some or all of your money. 

Target-date funds 

This fund is one of the most popular 

investment choices for 401(k) plans. A 

target-date fund is a mutual fund with 

a selected “target” date of your 

choice. This date is typically the year 

you think you will retire.  

For example, if you are 20 years old, 

you may choose a target-date fund 

for 2060. The fund manager invests 

your money in a range of stocks, 

bonds, and other securities, usually 

starting out with more riskier options 

the farther away your target date is. 

As you get closer to your target date, 

the manager shifts your money into 

safer investments with less risk.  

Blend funds 

These are a mix, or “blend,” of 

growth funds and value funds. Growth 

funds are stocks in companies 

expected to grow at a faster rate than 

the overall stock market. Value funds 

are stocks that are considered to be 

selling at too low a price and have the 

potential to experience unexpected 

growth.  

Both funds come with some risk. 

Growth stocks can fluctuate wildly and 

may not reach their expected 

earnings; value stocks may have been 

priced lower for a reason and never 

bounce back. 

Bond funds 

These funds are primarily invested in 

bonds. Bonds are similar to loans you 

make to a business or government. 

Like most loans, the recipient of the 

money is expected to pay you back 

with interest.  

Bonds tend to be safer investments, 

but you are also relying on the 

company to hold to its repayment 

promise. The riskier the investment, 

the higher the rate of return on your 

money.  

For example, bonds issued by an 

established company are nearly risk-

free but would pay a lower rate than 

those issued by a start-up tech 

business.  
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Government bonds are considered 

the safest, but they also pay the 

lowest amount of interest. The longer 

you leave your money in a bond, the 

more it will pay you back.  

One drawback with bonds is that their 

rate of return is tied to federal interest 

rates. When interest rates go up, 

bond prices go down. 

Managed income 

Managed income is an account 

owned by an individual and overseen 

by a professional money manager. 

While most mutual funds draw money 

from several investors, managed 

accounts are tailored to one person. A 

money manager will only buy or sell 

investments with the client’s approval.     

 

How Much 
Should You 
Invest?  

Experts often 

offer advice on 

how much money you should 

contribute to a 401(k) account, but 

only you can decide on what you can 

afford.  

Remember that money invested early 

has more time to grow. With standard 

rates of return, for example, $1.00 

invested at age 25 can turn into 

$20.00 by age 65.  

Young people often have fewer 

financial responsibilities than they will 

have later in life. Before your finances 

get complicated by marriage, 

children, and owning a house, 

consider getting a head start on your 

401(k).  

The best answer to “How Much 

Should You Invest?” is, “as much as 

you can.”  If you can invest 10% of 

your income, do it.  If you can’t, invest 

as much as you can, but make sure 

that you examine your retirement 

planning every year.  When you’re in a 

better position to save more, do it.  

Keep in mind that it can be easiest to 

start saving when you’re young and 

have fewer other financial 

responsibilities.  When you start early, 

your money has more time to increase 

in value.
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The graph below shows the difference 10 years of savings can make.   

 

Savings $150 per Month Starting at 25  
Compared to Savings $150 per Month Starting at 35 

 

 
 
John and Sue put $150 per month into a retirement account that earns 6% interest.  John starting saving at 
age 25, and Sue starting saving at age 35.  Over the course of 40 years, John contributed $72,000 and that is 
now worth over $329,000.  Sue, who started saving 10 years later, contributed $54,000 and that is now worth 
roughly $167,000.  John contributed only $18,000 more than Sue, but because he started 10 years earlier, his 
retirement account is worth $162,000 more.  The earlier you start saving—even if it’s just a little bit—will add 
up over time. 
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   Start Saving $100, $150 or $200 a month at age 25 

 
 
The more you save and the earlier you start really add up.  If you saved an additional $100 per month 
starting at age 25, you would have an extra $219,000 in your retirement account at age 65. 
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Review Your 
401(k) 
Contributions 
and Investments 
Every Year 

Many financial advisors recommend 

that you review your 401(k) plan at 

least once per year.  Reviewing your 

investments at the start of each new 

calendar year is a good rule of thumb.  

While you’re at it, the new year is a 

good time to review your budget to 

make sure it still makes sense.  

This is a good time to review how 

much you are contributing.  Did you 

get a raise and have a little extra 

money to contribute?  Any extra 

money that you can add to your 

retirement fund will add up over the 

years, so it’s important to review this 

amount regularly. 

You’ll also want to review your 

investment selection.  Your employer 

will give you instructions on how to 

access your 401(k) account and how 

to make changes to your investment 

selections.  The financial services 

company that manages your 401(k) 

will most likely have tools you can use 

to select the best investments based 

on your age, your tolerance for risk 

and your retirement goals.  The most 

important thing is to take the time to 

review your options and make sure 

you are on the right track to achieve 

your goals. 

Create a Budget 

Before you can 

determine how 

much you can afford 

to save, you need to 

figure out how much money you make 

and what your expenses are.  

The best way to do this is to create a 

household budget. Budgets are 

typically made on a monthly basis, so 

the first step is to know how much 

income you bring in each month.  

Then, look at your expenses—how  

much you spend on rent, utilities, 

student loan payments, car payments, 

groceries, gas, nights out, etc.  

Subtract your expenses from your 

income. This will determine how much 

money you can afford to save. 

However, make sure you have some 

money in a savings account for 

emergencies. Creating a budget is 

easiest if you use a worksheet or a 

digital tool. Many online resources, 

phone apps, and financial software 

are available to help you make a 

budget that works for you.   Refer to 

the budget worksheet on the next 

page to get started. 
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Month/Year:      

Monthly Income 

Wages  
Tips  

Other Income  

TOTAL MONTHLY INCOME  

 

Monthly Expenses 

HOUSING Mortgage/Rent  
Utilities (Electricity/Water)  

Credit Cards  

Insurance (Homeowner’s, Renters, etc.)  
Loan Payments  

Other Housing Expenses (Cable, Internet, etc.)  

FOOD Groceries/Household Supplies  
Restaurant and Other Food  

TRANSPORTATION Public Transportation  

Vehicle Loan  
Gas for Personal Vehicle  

Parking, Tolls, etc.  

Maintenance & Supplies (oil, etc.)  
Vehicle Insurance  

 HEALTH Health Insurance  

Medicine/Prescriptions  
Other (Dental, Vision, Copays)  

 PERSONAL Childcare or Support  

Other Family Support  
Laundry  

Clothing, Shoes, etc.  

Charitable Gifts, Donations, etc.  
Entertainment (Movies, etc.)  

Other (Haircuts, etc.)  

DEBT & FINANCE Debt (Credit Cards, etc.)  
Student Loans or Other Debts  

Fees (Bank, Credit Card, Debit)  

Prepaid Cards, Phone Cards, etc.  
MISCELLANEOUS EXPENSES Supplies (School, etc)  

Pet Care  

Other  
TOTAL MONTHLY EXPENSES  

  
TOTAL MONTHLY INCOME  

- TOTAL MONTHLY EXPENSES  

=  

BUDGET WORKSHEET 



12  Starting a 401(k) 
 
 

 

Determine 
When you will 
Retire 

Traditionally, the 

retirement age in 

the United States has been 65. For 

some, this is the minimum age a 

person can collect full Social Security 

benefits.  Depending on your age, 

though, you might have to wait until 

you’re 66 or 67 to begin collecting 

benefits. 

Social Security is a government-run 

insurance program to provide for 

people when they get older. The 

government takes a small amount of 

money from every paycheck an 

employee earns and puts it away into 

a fund.  

Upon retirement, a person receives a 

monthly benefit based on the amount 

he or she has paid into the fund. For 

years, many older people relied on 

only this money to live on during 

retirement. However, as people have 

been living longer, and therefore 

needing more retirement money, the 

government has changed the way 

Social Security benefits are paid out.  

Americans born between 1943 and 

1954 now have to wait until age 66 to 

get full benefits, and those born after 

1960 must wait until age 67. If people 

need to access their benefits earlier, 

they will receive a reduced payout 

amount.  

 

You may be asking yourself how this 

affects your retirement decision. 

Consider that the estimated average 

monthly Social Security benefit, for 

January 2019, is $1,422. Think about 

how that number figures into your 

budget. Do you think you can live on 

that amount? Because the average 

Social Security benefit amount may 

increase over time, you may decide to 

wait until you are older than 66 or 67 

to retire.  

Remember, however, that while your 

benefit may increase the older you 

are, so will the prices you pay for 

everyday items. In determining when 

you wish to retire, take into account 

how much you want to rely on Social 

Security when you get older. Right 

now, you might set a retirement age 

of 67, but as you get older, you may 

want to retire earlier. Keep in mind 

that planning an early retirement will 

mean you have to put more money in 

your 401(k) plan now. 
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401(k) Match 
= Free Money 

If your employer 

matches the 

money you put into your 401(k) with a 

contribution of company funds, try to 

take advantage by saving the 

maximum amount your company 

allows.  

This amount varies by company, and 

can be a set dollar limit or a 

percentage of your salary—usually 

about 3 to 6 percent. Be aware that 

some companies require you to work 

for them for a certain period of time 

before the money is “vested,” 

meaning permanently yours.  

 

 

How to Invest 
the Ideal 
Amount 

Experts say that if you start saving for 

retirement early, saving 10 percent of 

your income a year is the ideal 

amount. However, if you start your 

retirement fund later, in your 30s or 

40s, saving 10% might not be enough.  

Obviously your personal financial 

situation will determine how much 

you can put in a 401(k) account.  

If you can manage it, 10 percent of 

your income will provide you with a 

sizable fund to reach your retirement 

goals. For example, if a 22-year-old 

making $50,000 a year put $5,000 (10 

percent) one time, in a 401(k) account 

and made no other contributions, the 

money would grow to more than 

$130,000 by about age 65 under a 

typical investment scenario. If that 

same 22-year-old put $5,000 into a 

401(k) each year, he or she would 

have a significant amount of money at 

age 65.   

What if you can’t afford to save 10% 

of your income right now?  If you have 

student loans that you’re paying off, 

or maybe your budget just does not 

allow for a 10% retirement 

contribution, starting at a lower 

percentage is OK.  You could start by 

saving 1% of your income right away 

and increase that amount as your 

situation changes.  

The most important thing is to start 

now.  The earlier you start saving, the 

faster your retirement account will 

grow.  Remember, that every extra 

dollar you save will multiply by 20 

times over the course of 40 years.  

Spending less in other areas of your 

budget, in order to put a little more 

into your retirement account will 

benefit you in the long run.     
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Increase Your 
Savings With 
Every Raise 

As you gain more 

time with a 

company, chances are your salary will 

increase. With every increase in your 

paycheck, try to put a little more into 

your 401(k). The obvious benefits are 

that your retirement nest egg will 

grow that much larger.  

You do not have to contribute the 

entire amount of your raise to your 

401(k), but even a one percent 

increase can significantly add to your 

investments.  

 

Set a Goal—
Save 10 Times 
Your Annual 
Income by 
Retirement  

Financial experts suggest that making 

a “savings roadmap” toward 

retirement is the best way to achieve 

your financial goals. This means trying 

to save about one time your annual 

salary by age 30, two times by age 35, 

three times by age 40, all the way up 

to 10 times by age 67.  

With the average retirement now at 

18 years, the more you save the 

better off you will be! 

Remember these are just guidelines. 

Your personal situation may not allow 

you to meet a specific milestone 

along your path to retirement. The 

important aspect is to start the 

journey. If you are aware of your 

goals, you may be able to find a way 

to catch up later.   

 

Learn About 
the Funds in 
Your Plan 

Trying to keep 

track of your 

money with all the 

investment options available for your 

401(k) may seem like an intimidating 

task.  

The best way to learn about how your 

money is invested is to ask the 

financial manager who handles your 

401(k). Part of their job is to answer 

your questions and steer you toward 

the best possible investment strategy.  

Your employer’s financial 

management company will also send 

you periodic updates on how your 

funds are performing. These may be 

available online or through a phone 

app. They might also be mailed to 

you or sent via e-mail.  

Take the time to read your 

statements. It may seem confusing at 

first, but many of these reports are 
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made for investors with limited 

knowledge of financial 

terminology.              

 
Vesting 

The money you 

contribute to your 

401(k) account is all 

yours. You may be hit 

with penalties if you withdraw it early, 

but it is available to you at any time.  

Matching contributions by your 

employer, however, are often subject 

to certain rules. As an incentive to 

keep their employees, many 

companies will only allow you full 

access to their 401(k) contributions if 

you remain there for a number of 

years. This process is called vesting.  

Vesting periods differ by company, 

but some businesses will free up a 

percentage of their matching funds 

per year, and the entire amount after 

three or four years. If you choose to 

leave the company after their 

contributions have vested, then all the 

matching funds are yours to take with 

you.        

 

Changing 
Your Options 

In some cases 

when you join a 

401(k) plan, you are automatically 

enrolled in a default investment 

option. Some companies may even 

automatically enroll you in a 401(k) 

when you start your employment.  

These plans may default to lower-

earning investments, such as money 

market funds, or may start your 

contribution on the low side. If you 

are slotted into a 401(k) that is not 

tailored to your financial needs, don’t 

worry. It is not difficult to change your 

plan’s default options.  

Most financial services companies 

allow you to customize your 

investments or adjust your 

contributions over the phone or 

online. If you need help or have any 

questions, do not be afraid to ask 

your plan administrator or company’s 

human resources representative.         
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Rollovers  

Since a 401(k) plan is an 

employer-sponsored 

retirement account, you 

may be wondering what 

happens if you change companies or 

leave your job?  

The money that you have invested, 

and vested employer matching funds 

in a 401(k), are yours; if you leave your 

employer, you can take the money 

with you.  

The rollover process allows you to 

reinvest your 401(k) funds in several 

other plans. The most common of 

these is an Individual Retirement 

Account, or IRA. An IRA is very similar 

to a 401(k) except that it’s a 

retirement savings account you 

contribute to on your own. An 

employer is not involved in managing 

or contributing to an IRA. While IRAs 

have many of the same rules as 401(k) 

plans (contribution limits, age 

restrictions, penalties for early 

withdrawal), they also tend to have 

lower administrative fees and more 

investment options.  

Just as with 401(k) plans, traditional 

IRAs defer taxes until you withdraw 

your money while Roth IRAs tax you 

up front. The government has 

instituted income limits to be eligible 

for a Roth IRA, although these tend to 

be fairly high. As of 2019, these limits 

were more than $137,000 in taxable 

income for individuals (single filers) 

and more than $203,000 for couples 

(married filers).  

While rolling over your 401(k) is 

relatively easy, be aware of a few 

financial pitfalls. First, decide on what 

type of IRA best suits you. You can 

open an IRA account with a financial 

services provider of your choice, or 

with the same company that managed 

your 401(k).  

When transferring your funds from 

your 401(k) to your IRA, ask for a 

direct rollover. That way, the money 

manager will deposit your funds 

directly from one account to the 

other. If the money is given to you 

and you in turn deposit it in a new 

account, you may be subject to 

unnecessary taxes. If it makes better 

financial sense, you can also rollover 

your 401(k) into a 401(k) offered by 

your new employer. The best way to 

determine what is best for you is to 

talk to a financial adviser. 
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Solo 401(k) 

What if you’re self-

employed, or if your 

employer does not 

offer a traditional 

401(k)?  If that’s true, a Solo 401(k) or 

One-Participant 401(k) might be an 

option for you. 

A solo or one-participant 401(k) is a 

traditional 401(k) plan covering a 

business owner with no employees, or 

that person and his or her spouse. 

These plans have the same rules and 

requirements as any other 401(k) plan. 

Solo 401(k) plans have the same 

contribution limits as other plans, so 

individuals can contribute up to 

$19,000 per year, or $25,000 per year 

for individuals over 50.  In addition, if 

you’re self-employed, your business 

can contribute an additional 25% as 

an employer match. 

Visit www.irs.gov/retirement-

plans/self-employed-individuals-

calculating-your-own-retirement-plan-

contribution-and-deduction for more 

specific instructions on how to 

calculate your maximum 

contributions. 

There are other options for retirement 

savings for self-employed individuals, 

like a Simplified Employee Pension 

Plan (SEP), or an IRA or Roth IRA.  

More information on alternative 

retirement plans for the self-

employed can be found here:  

www.irs.gov/retirement-

plans/retirement-plans-for-self-

employed-people 

 

401(k) Loans 

 

While most 

401(k) providers 

allow you to take 

loans from your account, financial 

experts advise against doing this.  

Taking money from your 401(k) not 

only prevents it from earning interest, 

but requires you to pay interest on 

the amount of the loan. The interest 

rate you will be charged varies by 

company, but it is usually more than 

the prime lending rate—the lowest 

amount of interest commercial banks 

in the United States charge to lend 

money.  

If you do decide to take a loan from 

your 401(k), the IRS limits the amount 

you can borrow to $50,000 or half of 

your 401(k) vested balance, whichever 

is smaller.  You gradually repay the 

amount of the loan, plus interest, back 

into your own account.  Generally, 

loan payments are made through 

payroll deductions and participants 

have a maximum of five years to repay 

the loan. 
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When you borrow from your 401(k), 

you sign a loan agreement that spells 

out the principal, the term of the loan, 

the interest rate, any fees and other 

terms that may apply. You may have 

to wait for the loan to be approved, 

though in most cases you’ll qualify. If 

you’re married, your plan might 

require that your spouse agree to the 

loan in writing too. 

When you take a 401(k) loan, you 

don’t pay taxes on the loan amount.  

But, if you don’t pay the loan back on 

time, taxes and other penalties might 

be due. 

Be aware that if you change jobs, 

you’ll be required to repay the loan by 

October of the next calendar year.  If 

you do not repay the loan by that 

time, you’ll have to pay taxes on the 

disbursement. 

A list of the pros and cons of taking 

out a 401(k) loan is on the next page. 
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Pros and Cons of a 401(k) Loan 

Before you determine whether to borrow from your 401(k) account, consider the 
following advantages and drawbacks to this decision. 
 
Pros: 

 You usually don’t have to explain why you need the money or how you intend 
to spend it. 

 You may qualify for a lower interest rate than you would at a bank or other 
lender, especially if you have a low credit score. 

 The interest you repay is paid back into your account. 
 Since you’re borrowing rather than withdrawing money, no income tax or 

potential early withdrawal penalty is due. 
 
Cons: 

 The money you withdraw will not grow if it isn’t invested. 

 Repayments are made with after-tax dollars that will be taxed again when you 
eventually withdraw them from your account. 

 The fees you pay to arrange the loan may be higher than on a conventional 
loan, depending on the way they are calculated. 

 The interest is never deductible even if you use the money to buy or renovate 
your home. 

 
CAUTION: Perhaps the biggest risk you run is leaving your job while you have an 
outstanding loan balance. If that’s the case, you’ll probably have to repay the entire 
balance by October of the following calendar year. If you don’t repay, you’re in 
default, and the remaining loan balance is considered a withdrawal. Income taxes are 
due on the full amount. And if you’re younger than 59½, you may owe the 10 percent 
early withdrawal penalty as well. If this should happen, you could find your retirement 
savings substantially drained. 
 
Source: http://www.finra.org/investors/401k-loans-hardship-withdrawals-and-other-important-

considerations 
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Hardship 
Withdrawals  

Some 401(k) 

providers offer a 

way for you to 

access your funds 

if you experience a personal or 

financial emergency.  

Not every 401(k) plan allows hardship 

withdrawals and the IRS has 

established strict rules to govern 

those that do.  

The IRS accepts six reasons for a 

hardship withdrawal:  

 To cover costs associated with 

the purchase of a primary 

residence 

 To prevent you from being 

evicted from your home or 

having to foreclose on your 

mortgage 

 To cover costs associated with 

repairing damages to your 

home 

 To cover college tuition 

payments and related 

educational costs 

 To cover funeral expenses 

 To cover unexpected medical 

expenses 

 

You may need to present proof that 

you qualify for a hardship withdrawal 

to the financial manager who handles 

your company’s plan.  

The IRS also requires that any money 

you take out must not exceed the 

amount you need and that you must 

have first applied for any 401(k) loans 

you may be eligible for. Unless you 

are disabled or your medical debt is 

higher than 7.5 percent of your 

income, you will have to pay taxes 

and fees on any hardship withdrawal. 

You will also not be allowed to make 

any contributions to your 401(k) for six 

months after taking a hardship 

withdrawal. 

 

401(k) Fees  

Since your 

401(k) plan is 

handled by a 

financial 

manager, you can expect to pay a 

small fee to maintain the account.  

However, hidden costs and fees can 

add up and drain your savings if you 

are not careful to avoid them. Even a 

one percent fee charged by a financial 

provider can mean a difference in 

thousands of dollars from your 

account down the road.  

The best way to get around paying 

extra costs is to ask questions and 
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select a financial adviser or investment 

plan with the lowest fees.  

Some of the most common fees 

associated with a 401(k) plan are: 

 Brokerage account fees: These 

are fees you pay a company or 

an individual to maintain and 

manage your account 

 Trade commissions: These are 

fees charged when the person 

managing your plan buys or 

sells investments such as stocks 

 Mutual fund transaction fees: 

Fees charged when your money 

manager buys or sells some 

mutual funds 

 Expense ratios: Annual fees 

charged by all mutual funds to 

cover the cost of operating the 

fund 

 Sales loads: A charge or 

commission on some mutual 

funds, paid to the money 

manager who sold the fund 

 Management or advisory fees: 

A percentage of your 401(k) 

assets paid to the financial 

manager handling your plan 

 401(k) fees: Administrative fees 

passed down to you from your 

employer 

 

 

Tips for 
Managing Your 
401(k) Plan   

Choose the right plan 

Both traditional and Roth 401(k) plans 

have their advantages, but choosing 

between them can be difficult. 

Deferring taxes until withdrawal 

allows more of your money to earn 

interest over time, while paying up 

front removes the hassle of paying 

later.  

Experts suggest that a Roth 401(k) 

may be the best route for a young 

person because it takes taxes out first, 

rather than years later when he or she 

may be in a higher tax bracket. For 

older workers who are more likely to 

be earning a higher salary, a 

traditional 401(k) may be more 

suitable.  

Know that high-risk does not always 

mean high returns 

It may seem like a great idea to put all 

your money into the hottest new tech 

stock, but that is no guarantee it will 

make you the next Bill Gates. High-

risk is high-risk for a reason. While a 

stock may do well, it is also possible it 

will fail, taking your money with it.  

Safer investments may take more time 

to grow, but they are also less likely to 

disappoint. That doesn’t mean 
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avoiding risk at all cost; sometimes 

aggressive investing can pay off. It 

just means being smart with your 

money. 

Mix up your asset types 

One of the best ways to be smart with 

your money is to spread it out over a 

number of different investments. A 

diversified mixture of stocks, bonds, 

and short-term funds is often the best 

way to ensure your money grows 

while guarding it against fluctuations 

in the stock market. It also allows you 

to take some chances, putting some 

money in high-risk stocks, while 

keeping a good portion of it in steady 

investments.  

Don’t hesitate to ask for help 

Many resources are available offering 

advice on how to invest your money. 

Some say you should focus on growth 

stocks, some push target funds, while 

others swear by high-risk bonds. It can 

get confusing very quickly. The 

simplest and best way to make any 

decision is to talk to the financial 

manager, the person who manages 

your company’s plan. He or she knows 

your account the best and is familiar 

with you and your financial needs. Ask 

questions and seek his or her advice. 

This person is there to help.  

 

401(k) loans & hardship withdrawals: 

EMERGENCY measures  

Because a 401(k) plan is a retirement 

account, the money is not intended to 

be used as a pool of funds you can 

dip into easily. Remember, your goal 

is to allow your money to grow into a 

sizable nest egg you can use later in 

life. If you start early and are able to 

invest enough, reaching a goal of a 

million dollars is a realistic objective. 

However, you can only get there if 

you leave your money where it can 

work for you.   

Review your asset allocation and your 

fund performance each year 

The beginning of each new year is a 

good time to take a step back and 

review how your funds are 

performing.  When you get your year-

end performance report from your 

fund manager, take some time to 

review it.  Are your funds performing 

well?  If you’re not satisfied, you can 

make an appointment to discuss your 

options with the financial manager 

who handles your 401(k), or you can 

make some changes on your own, so 

you make sure that your retirement 

fund is making the most money 

possible. 
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What Happens if 
You Change 
Jobs? 

When changing jobs, you’ll also need 

to decide what to do with your 

employment-based retirement 

savings. With a pension—a defined 

benefit plan—if you leave after being 

vested in the plan but before the 

plan’s retirement age, the benefit 

generally stays with the employer’s 

plan until you file a claim for it at 

retirement. Some pension plans offer 

early retirement options. 

If you have a defined contribution 

plans, such as 401(k)s and 403(b)s, 

allow the following options: 

 A lump sum distribution. This 

allows you to cash out your 

account in full with a single 

payment. You will owe taxes 

and may have to pay tax 

penalties if you take money out 

before the age of 59½. 

 A rollover to another 

retirement plan. You can ask 

your former employer to 

transfer your account balance 

directly to your new employer’s 

plan if it accepts such transfers. 

 A rollover to an IRA. You can 

ask your former employer to 

transfer your account balance 

to an individual retirement 

account (IRA) where it can 

continue to grow over time, 

giving you more income to live 

on in retirement. 

 No changes. You may be able 

to leave your account balance 

in your former retirement plan. 

 

 

Additional 
Types of 
Retirement 
Plans 

A 401(k) plan is not your only option 

for retirement savings.  You can also 

consider an Individual Retirement 

Arrangements (IRA).  IRA plans have 

two options: a Traditional IRA and a 

Roth IRA. 

Traditional IRAs are available to 

everyone. Roth IRAs, which were 

introduced in the late 1990s, are only 

fully available to people earning less 

than $137,000 a year.  

IRAs are a powerful retirement 

savings tool because they are heavily 

tax-advantaged. For this reason, there 

are also limits to how much you can 

squirrel away in your IRA.  

   



24  Starting a 401(k) 
 
 

 

For 2019, for example, the combined 

annual limit for both traditional and 

Roth IRAs is: 

 Under age 50: $6,000 

 Age 50 or older: $7,000 

 

Can You Have a 
401(k) and an 
IRA? 

The answer is yes!  

You can contribute to 

both a 401(k) plan and an IRA, 

provided you stay under the 

contribution limits of each plan.  

If your employer does not offer a 

matching contribution, you might 

consider starting your retirement 

savings with an IRA plan which can 

provide more investment options than 

a 401(k).   

But, given the IRA’s lower 

contribution limits, when you want to 

save more than $6,000 a year, you can 

start directing your retirement 

contributions to a 401(k) plan. 

An explanation of the benefits of IRAs 

and 401(k) is on the next page.  Ask a 

financial planning professional if you 

have questions determining which 

plan is right for you. 
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A Helpful Overview of Your Retirement Account Options 
This table has been summarized and synthesized from the IRS website. 

 

 Traditional IRA Roth IRA Traditional 401(k) Roth 401(k) 

Contributions Made with pre-
tax dollars.  As 
of 2019, can 
contribute up to 
$6,000 per year 
in 2019.  If 
you’re 50, it’s 
$7,000. 

Made with after-
tax dollars.  As 
of 2019, can 
contribute up to 
$6,000 per year 
in 2019.  If 
you’re 50, it’s 
$7,000. 

Made with pre-
tax dollars.  As of 
2019, can 
contribute up to 
$19,000 per year.  
If you’re 50, it’s 
$25,000. 

Made with after-
tax dollars.  As 
of 2019, can 
contribute up to 
$19,000 per 
year.  If you’re 
50, it’s $25,000. 

Eligibility Anyone can 
participate. 
Contributions 
can only be 
made until age 
70 ½  

Income Limits: 
In 2019: AGI of 
$203,000 for 
couples and 
$137,000 for 
individuals. 
 
Contributions 
can be made at 
any age, and you 
must have 
earned-income. 

You must work 
for an employer 
that provides a 
401(k). 

You must work 
for an employer 
that provides a 
401(k). 
 
No income limits 
as in Roth IRAs. 

Taxes on 
Withdrawal 

All withdrawals 
are taxed at 
federal and state 
income tax rates. 

None for 
qualified 
distributions. 

All withdrawals 
are taxed at 
federal and state 
income tax rates. 

None for 
qualified 
distributions. 

Penalties 10% penalty on 
withdrawals of 
distributions 
made before 
age 59 ½ (can 
be up to 25%) 

10% penalty on 
withdrawals of 
earnings made 
before age 59 ½ 
with few 
exceptions; you 
can generally 
withdraw your 
contributions 
anytime. 

10% penalty on 
withdrawals on 
distributions 
made before age 
59 ½. 

10% penalty on 
withdrawals of 
earnings made 
before age 59 ½ 
with few 
exceptions; you 
can generally 
withdraw your 
contributions 
anytime. 

Required 
Minimum 
Distribution 
(RMD) 

Must begin 
taking RMDs by 
age 70 ½  

None during 
your lifetime. 

Must begin taking 
RMDs by age 70 
½. 

Must begin 
taking RMDs by 
age 70 ½. 
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Weiss Ratings’ 100 Best Overall 
Mutual Funds 

 
The following pages list Weiss Ratings’ Best Overall Mutual Funds. If your priority is to achieve 

a balanced return with the amount of risk being taken, these funds provide better returns, 

lower expense and have a maximum initial investment of $5,000 or less required.   

 
To get the Weiss Investment Rating for a fund not included here, or to check the latest rating 
for these funds, go to https://greyhouse.weissratings.com. 
 
Fund Name Describes the fund's assets, regions of investments and 

investment strategies. 
 
Investment Rating The Weiss rating measured on a scale from A to F based on each 

fund’s risk and performance.  Funds in this section are BUY rated, 
which means an overall rating of B- or higher.  

 
Ticker Symbol An arrangement of characters (usually letters) representing a 

particular security listed on an exchange or otherwise traded 
publicly. When a company issues securities to the public 
marketplace, it selects an available ticker symbol for its securities 
which investors use to place trade orders. Every listed security 
has a unique ticker symbol, facilitating the vast array of trade 
orders that flow through the financial markets every day. 

 
Telephone The company's phone number. 
 
Provider The legal company that issues the fund. 
 
One-Year Return (%) The rate of return on an investment over a one-year period that 

includes interest, capital gains, dividends and distributions 
realized. 

 
Funds are listed in order by their one-year returns and overall rating. 
 
The following list of recommended Mutual Funds is based on ratings as of June 30, 2019. Visit 
https://greyhouse.weissratings.com to check the latest rating of these funds. 
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Weiss Ratings’ Recommended  
Target-Date Mutual Funds 

 
The following pages list Weiss Ratings’ Recommended Target-Date Mutual Funds (based strictly 
on Weiss’ Investment Rating). These mutual funds currently receive a Weiss Investment Rating of 
B- or higher, which means the fund has a good track record for balancing performance with risk. 
Compared to other mutual funds, it has achieved above-average returns given the level of risk in 
its underlying investments. Although even good funds can decline in a down market, our “B” 
rating is considered the equivalent of a "Buy".  The funds listed here have no initial investment 
minimum required 
 
To get the Weiss Investment Rating for a fund not included here, go to 
www.greyhouse.weissratings.com. 
 
Fund Name Describes the fund's assets, regions of investments and investment 

strategies. 
 
Investment Rating The Weiss rating measured on a scale from A to F based on each 

fund’s risk and performance. 
 
Ticker Symbol An arrangement of characters (usually letters) representing a 

particular security listed on an exchange or otherwise traded 
publicly. When a company issues securities to the public 
marketplace, it selects an available ticker symbol for its securities 
which investors use to place trade orders. Every listed security has 
a unique ticker symbol, facilitating the vast array of trade orders 
that flow through the financial markets every day. 

 
Telephone The company's phone number. 
 
Provider The legal company that issues the fund. 
 
Total Assets The total of all assets listed on the institution’s balance sheet. This 

figure primarily consists of loans, investments, and fixed assets. 
 
You would choose a Target-Date Fund based on the year you want to retire. For example, if you 
are 25 years old, you may choose a target-date fund for 2060. The fund manager invests your 
money in a range of stocks, bonds, and other securities, usually starting out with more riskier 
options the farther away your target date is. As you get closer to your target date, the manager 
shifts your money into safer investments with less risk 
 
Funds are listed in order by their overall rating and alphabetically by fund name. 
 
The following list of recommended Target-Date Mutual Funds is based on ratings as of  
June 30, 2019. Visit https://greyhouse.weissratings.com to check the latest rating of these funds. 
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Helpful Resources 
 

Internal Revenue Service 
Telephone: 1-800-829-1040 
Website: www.irs.gov 
 
401(k) Resource Guide:  
www.irs.gov/retirement-plans/401k-resource-guide  
 
401(k) Calculators: 

 
Bankrate.com:  
www.bankrate.com/calculators/retirement/401-k-retirement-calculator.aspx 
 
Calculator.net:  
www.calculator.net/401k-calculator.html 
 
Nerdwallet:  
www.nerdwallet.com/investing/401k-calculator 

 
Retirement Plans Frequently Asked Questions 
www.irs.gov/retirement-plans/retirement-plans-frequently-asked-questions-faqs 
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Providers of Target-Date Mutual Funds 
 
 
1290 Funds 
1290 Funds 1290 Avenue of the Americas 
New York NY 10104 United States 
212-554-1234 
http://www.1290Funds.com 
 
AllianceBernstein 
AllianceBernstein 11345 Avenue of the 
Americas New York NY 10105 United States 
212-969-1000 
http://www.abglobal.com 
 
Allianz Funds 
Allianz Funds 1633 BROADWAY New York 
NY 10109 United States 
800-498-5413 
http://us.allianzgi.com 
 
American Century Investments 
American Century Investments P.O. Box 
419200,4500 Main Street Kansas City, MO 
64141 United States 
800-444-4015 
http://www.americancentury.com 
 
American Funds 
American Funds 333 South Hope Street Los 
Angeles CA 90071-1406 United States 
800-421-4225 
http://www.americanfunds.com 
 
AXA Equitable 
AXA Equitable 1290 Avenue of the Americas 
New York NY 10104 United States 
877-222-2144 
http://www.axa-equitablefunds.com 
 
BlackRock 
BlackRock Funds Providence RI 02940-
8019 United States 
800-441-7762 
http://www.blackrock.com 
 

BMO Funds 
BMO Funds Boston United States 
800-236-3863 
http://www.bmofunds.com 
 
Columbia 
Liberty Financial Funds P.O. Box 8081 
Boston MA 02266-8081 United States 
800-345-6611 
http://www.columbiathreadneedleus.com 
 
Dimensional Fund Advisors 
Dimensional Fund Advisors 1299 Ocean 
Avenue, 11th Floor Santa Monica CA 90401 
United States 
512-306-7400 
http://www.dimensional.com 
 
Fidelity Investments 
Fidelity Investments 82 Devonshire Street 
Boston MA 2109 United States 
617-563-7000 
http://www.institutional.fidelity.com 
 
Franklin Templeton Investments 
Franklin Templeton Investments One 
Franklin Parkway, Building 970, 1st Floor 
San Mateo CA 94403 United States 
650-312-2000 
http://www.franklintempleton.com 
 
Goldman Sachs 
Goldman Sachs 200 West Stree New York 
NY 10282 United States 
800-526-7384 
http://www.gsamfunds.com 
 
Great-West Funds 
Maxim 88525 E. Orchard Road Greenwood 
Village CO 80111 United States 
http://www.greatwestfunds.com 
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GuideStone Funds 
Guidestone Funds Suite 2200 Dallas TX 
75244-6152 United States 
214-720-1171 
http://www.guidestonefunds.org 
 
Harbor 
Harbor 111 S. Wacker Drive, 34th Floor 
Chicago IL 60606 United States 
800-422-1050 
http://www.harborfunds.com 
 
Invesco 
Invesco 11 Greenway Plaza, Ste. 2500 
Houston TX 77046 United States 
800-659-1005 
http://www.invesco.com/us 
 
John Hancock 
601 Congress Street, Boston MA 02210 
United States 
800-225-5913 
http://jhinvestments.com 
 
JPMorgan 
JPMorgan 270 Park Avenue New York NY 
10017-2070 United States 
800-480-4111 
http://www.jpmorganfunds.com 
 
JPMorgan 
JPMorgan One Beacon Street Boston MA 
02108 United States 
 
JPMorgan 
JPMorgan 4 MetroTech Center Brooklyn NY 
11245 United States 
 
KP Funds 
KP Funds One Freedome Valley Drive OAKS 
PA 19456 United States 
http://www.kp-funds.com 
 
Manning & Napier 
Manning Napier 290 Woodcliff Drive Fairport 
NY 14450 United States 
585-325-6880 
http://www.manning-napier.com 
 

MassMutual 
MML Investment Advisers, LLC 100 Bright 
Meadow Blvd., Enfield CT 06082 United 
States 
http://www.massmutual.com/funds 
 
MFS 
MFS 111 Huntington Avenue Boston MA 
02199-7632 United States 
877-960-6077 
http://www.mfs.com 
 
Mutual of America 
Mutual of America 666 Fifth Avenue New 
York NY 10103 United States 
http://www.mutualofamerica.com 
 
Nationwide 
Nationwide One Nationwide Plaza Columbus 
OH 43215 United States 
800-848-0920 
http://www.nationwide.com/mutualfunds 
 
Natixis Funds 
Natixis Funds 399 Boylston Street Boston 
MA 02116 United States 
800-862-4863 
http://NGAM.natixis.com 
 
PGIM Funds (Prudential) 
PGIM Funds (Prudential) PO Box 9658 
Providence RI 02940 United States 
800-225-1852 
http://www.pgiminvestments.com 
 
PIMCO 
PIMCO 840 Newport Center Drive, Suite 100 
Newport Beach CA 92660 United States 
866-746-2602 
http://www.pimco.com 
 
Principal Funds 
Principal Funds 430 W 7th St, Ste 219971 
Kansas City MO 64105-1407 United States 
800-787-1621 
http://www.principalfunds.com 
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Putnam 
Putnam 100 Federal Street Boston MA 
02110 United States 
617-292-1000 
http://www.putnam.com 
 
Schwab Funds 
Schwab Funds 101 Montgomery Street San 
Francisco CA 94104 United States 
877-824-5615 
http://www.schwabfunds.com 
 
State Street Global Advisors 
State Street Global Advisors One Iron Street 
Boston MA 02210 United States 
617-664-7338 
http://www.ssga.com 
 
T. Rowe Price 
T. Rowe Price 100 East Pratt Street 
Baltimore MD 21202 United States 
410-345-2000 
http://www.troweprice.com 
 
TIAA Investments 
TIAA-CREF Funds P.O. Box 1259 Charlotte 
NC 28201 United States 
877-518-9161 
http://www.tiaa.org 
 

Transamerica 
Transamerica Funds 1801 California Street, 
Suite 5200 Denver CO 80202 United States 
888-233-4339 
http://www.transamericafunds.com 
 
USAA 
USAA P.O. Box 659453 San Antonio TX 
78265-9825 United States 
800-235-8396 
http://www.usaa.com 
 
Vanguard 
Vanguard 100 Vanguard Boulevard Malvern 
PA 19355 United States 
877-662-7447 
http://www.vanguard.com 
 
Voya 
Voya Investments 7337 E. Doubletree Ranch 
Road Scottsdale AZ 85258 United States 
800-366-0066 
http://www.voyainvestments.com 
 
Wells Fargo Funds 
Wells Fargo Funds 525 Market Street San 
Francisco CA 94105 United States 
800-222-8222 
http://https://www.wellsfargofunds.com/ 
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Glossary 
 
This glossary contains the most important terms used in this publication. 

 
Interest A small fee paid to you for allowing financial 

institutes to use your money.   

Traditional 401(k) A retirement savings account where 

contributions are taken out from an 

employee’s paycheck without being taxed. 

Taxes are paid upon withdrawal of the 

money. 

Roth 401(k) A retirement savings account where 

contributions are taxed when they are taken 

out from an employee’s paycheck. Taxes are 

not paid upon withdrawal of the money. 

Stocks Shares of a company signifying ownership by 

the stockholder. Stocks pay dividends to the 

stockholder based on the company’s 

performance. 

Bonds Investments in which a person loans money 

to a company or organization. The company 

uses that money and pays the bondholder 

back at a certain percentage rate.  

Mutual Funds Investments in which investors pool their 

money together into a professionally 

managed investment. Mutual funds can 

invest in stocks, bonds, or other assets. 

Growth Funds Company stocks expected to outperform 

the stock market. 

Value Funds Company stocks considered undervalued 

and priced below expectations.  
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Vesting  The process by which an employee is 

granted the right to company-provided 

investment funds.  

Rollovers The extension or transfer of funds from one 

account to another. 

Individual Retirement Account A retirement savings account provided by an 

individual rather than an employer.  
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Weiss Ratings: What Our Ratings Mean 
 
A Excellent.  The fund has an excellent track record for maximizing performance while 

minimizing risk, thus delivering the best possible combination of total return 
on investment and reduced volatility. It has made the most of the recent 
economic environment to maximize risk-adjusted returns compared to other 
mutual funds. Although even the best funds can decline in a down market, 
our “A” rating can generally be considered the equivalent of a "Strong 
Buy". 

 
B Good.  The fund has a good track record for balancing performance with risk. 

Compared to other mutual funds, it has achieved above-average returns 
given the level of risk in its underlying investments. Although even good 
funds can decline in a down market, our “B” rating is considered the 
equivalent of a "Buy". 

 
C Fair.  In the trade-off between performance and risk, the fund has a track record 

which is about average. It is neither significantly better nor significantly 
worse than most other funds. With some funds in this category, the total 
return may be better than average, but this can be misleading if the higher 
return was achieved with higher than average risk. With other funds, the risk 
may be lower than average, but the returns are also lower. Although funds 
can be driven higher or lower by general market trends, our "C" rating can 
generally be considered the equivalent of a "Hold" or “Avoid.” 

 
D Weak.  The fund has underperformed the universe of other funds given the level of 

risk in its underlying investments, resulting in a weak risk-adjusted 
performance. Thus, its investment strategy and/or management has not 
been attuned to capitalize on the recent economic environment. Even weak 
funds can rise in an up market. However, our "D" rating can generally be 
considered equivalent to a "Sell." 

 
E Very Weak.  The fund has significantly underperformed most other funds given the level 

of risk in its underlying investments, resulting in a very weak risk-adjusted 
performance. Thus, its investment strategy and/or management has done 
just the opposite of what was needed to maximize returns in the recent 
economic environment. Even some of the weakest funds can rise in certain 
market conditions. However, our "E" rating can generally be considered the 
equivalent of a "Strong Sell." 

 
+ The plus sign is an indication that the fund is in the upper third of the letter grade. 
- The minus sign is an indication that the fund is in the lower third of the letter grade. 
U Unrated. The fund is unrated because it is too new to make a reliable assessment of its 

risk-adjusted performance. Typically, a fund must be established for at least one year 
before it is eligible to receive a Weiss Investment Rating.  
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Terms and Conditions 

This document is prepared strictly for the confidential use of our customer(s). It has been provided to you at your 
specific request. It is not directed to, or intended for distribution to or use by, any person or entity who is a citizen 
or resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, 
availability or use would be contrary to law or regulation or which would subject Weiss Ratings, LLC or its affiliates 
to any registration or licensing requirement within such jurisdiction. 

No part of the analysts' compensation was, is, or will be, directly or indirectly, related to the specific 
recommendations or views expressed in this research report. 

This document is not intended for the direct or indirect solicitation of business. Weiss Ratings, LLC, and its 
affiliates disclaim any and all liability to any person or entity for any loss or damage caused, in whole or in part, by 
any error (negligent or otherwise) or other circumstances involved in, resulting from or relating to the 
procurement, compilation, analysis, interpretation, editing, transcribing, publishing and/or dissemination or 
transmittal of any information contained herein. 

Weiss Ratings, LLC has not taken any steps to ensure that the securities or investment vehicle referred to in this 
report are suitable for any particular investor. The investment or services contained or referred to in this report 
may not be suitable for you and it is recommended that you consult an independent investment advisor if you are 
in doubt about such investments or investment services. Nothing in this report constitutes investment, legal, 
accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your 
individual circumstances or otherwise constitutes a personal recommendation to you. 

The ratings and other opinions contained in this document must be construed solely as statements of opinion 
from Weiss Ratings, LLC, and not statements of fact. Each rating or opinion must be weighed solely as a factor in 
your choice of an institution and should not be construed as a recommendation to buy, sell or otherwise act with 
respect to the particular product or company involved. 

Past performance should not be taken as an indication or guarantee of future performance, and no representation 
or warranty, expressed or implied, is made regarding future performance. Information, opinions and estimates 
contained in this report reflect a judgment at its original date of publication and are subject to change without 
notice. Weiss Ratings, LLC offers a notification service for rating changes on companies you specify. For more 
information visit WeissRatings.com or call 1-877-934-7778. The price, value and income from any of the securities 
or financial instruments mentioned in this report can fall as well as rise. 

This document and the information contained herein is copyrighted by Weiss Ratings, LLC. Any copying, 
displaying, selling, distributing or otherwise delivering of this information or any part of this document to any 
other person or entity is prohibited without the express written consent of Weiss Ratings, LLC, with the exception 
of a reviewer or editor who may quote brief passages in connection with a review or a news story. 

 
Weiss Ratings' Mission Statement 
Weiss Ratings' mission is to empower consumers, professionals, and institutions with high quality advisory 
information for selecting or monitoring a financial services company or financial investment. In doing so, Weiss 
Ratings will adhere to the highest ethical standards by maintaining our independent, unbiased outlook and 
approach to advising our customers. 
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Financial Ratings Series, published by Weiss Ratings and Grey House Publishing 

offers libraries, schools, universities and the business community a wide range of 

investing, banking, insurance and financial literacy tools.  Visit www.greyhouse.com 

or https://greyhouse.weissratings.com for more information about the titles and 

online tools below. 

 Weiss Ratings Financial Literacy Basics 

 Weiss Ratings Financial Literacy: Planning For the Future 

 Weiss Ratings Guide to Banks 

 Weiss Ratings Guide to Credit Unions 

 Weiss Ratings Guide to Health Insurers 

 Weiss Ratings Guide to Property & Casualty Insurers 

 Weiss Ratings Guide to Life & Annuity Insurers 

 Weiss Ratings Investment Research Guide to Stocks 

 Weiss Ratings Investment Research Guide to Bond & Money Market Mutual 
Funds 

 Weiss Ratings Investment Research Guide to Stock Mutual Funds 

 Weiss Ratings Investment Research Guide to Exchange-Traded Funds 

 Weiss Ratings Consumer Guides 

 Weiss Ratings Medicare Supplement Insurance Buyers Guide 

 Financial Ratings Series Online – https://greyhouse.weissratings.com 
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