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Let Your 
Savings Be
If you need cash, you may immediately think 
of taking a loan from your retirement plan 
account to tide you over during your financial 
emergency. The loan feature of many retirement 
plans is a tempting option, but it’s an approach 
with drawbacks as well as benefits. Here’s what 
you should know about borrowing from your 
retirement plan.

Benefits 
•  The interest you repay is paid back into your 

account.

•  No income tax or possible penalty is due because 
you are borrowing rather than withdrawing money.

Disadvantages
•  The money you withdraw will lose the potential 

for future growth while it is not invested.

•  You have to make repayments with after-tax 
dollars that will typically be taxed again when you 
eventually withdraw them from your account.

•  The loan fees might be higher than the fees on a 
conventional loan.

•  You can never deduct the interest on the loan even 
if you use the money to buy a home.

The bottom line: It may make more sense to keep your 
retirement money invested in your plan account and 
look elsewhere for funds to meet your immediate needs.
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The start of a new year is a good time to 
assess where you have been, where you 
want to go, and what you need to do to get 
there. That’s particularly true when it comes 
to your finances. It can be very helpful to 
look at your overall financial situation and 
see where you can make improvements.  

Plan contributions. Increasing the amount 
you contribute to your retirement plan can 
be a smart move. Compounding over many 
years can potentially turn even a small 
contribution increase into a higher account 
balance at retirement.

Investments. Things change. Differences 
in investment performance can cause a 
portfolio’s asset allocation to shift. Or your 
ability to handle investment risk may have 
changed over the years. Either situation 
may prompt you to consider modifying 
your portfolio. 

Your budget. Try to anticipate how changes 
in your personal situation will affect your 
budget and your future financial plans. For 
example, if you plan to have a child or if 
you have a child leaving home soon, you’ll 
need to make adjustments in certain budget 
categories. If you anticipate a pay increase 
or a bonus, look to see where you can use 
that extra money for maximum benefit.

Debt repayment. Focus on paying down any 
credit card or consumer loan balances you 
have since high interest payments on debt 
can consume a large portion of your income. 

Your income. Since boosting earnings can 
add to your overall financial security, consider 
ways you can earn more. Can you further your 
education and skills to increase your earning 
capacity? Can you monetize a hobby or find 
part-time work in the gig economy?

Can You Do 
More in 2020? 

WATCH YOUR SAVINGS GROW
An extra $200 a month contribution 

could grow to:

This is a hypothetical example used for illustrative purposes 
only and is not representative of any particular investment 
vehicle. It assumes a 6% average annual total return com-
pounded monthly. Your investment performance will differ.
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