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THE BASICS OF RETIREMENT PLANNING

When it comes to retirement planning, there are a number of savings vehicles to
choose from as well as investment options to understand and consider. Not to
mention assumptions you need to make about inflation, Social Security benefits,
your longevity and health care expenses during retirement. There are also lifestyle
decisions to consider, such as where you’ll live, or whether or not you’ll continue
to work at some level during part or all of your retirement. It’s a lot to think about,
especially if you don’t know where or how to start.

The good news is that it doesn’t have to get too complicated. In fact, successful

retirement planning can be broken down into two simple saving mantras:

Start saving as early as you can.

Save as much as you can.

This brochure will help you understand the power of these two saving mantras in
more detail and context. The goal is to understand how these mantras can help take
away the fear factor of retirement planning and empower you to take basic actions
that will help set you up for retirement planning success.
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TWO WAYS TO APPLY THE SAVING MANTRAS

Boost Your Retirement Confidence Level

If you Google “retirement saving in America” or listen to financial news reports about
retirement planning, you may become convinced that there is a retirement savings crisis.

The majority of articles and reports suggest that people are not saving nearly enough for
retirement. Check out these 2019 Retirement Confidence Survey statistics from the Employee
Benefit Research Institute and Greenwald & Associates. How confident are you in these
aspects of retirement planning?

; . Very Somewhat Not Too Not at All
Retirement Confidence Statement Confident Confident Confident Confident

You will have enough money to
live comfortably throughout 23% 43% 22% 11%
your retirement years

You are doing a good job of
preparing for your retirement

21% 43% 23% 14%

Looking to boost your retirement confidence?
Start saving as early and as much as you can in a retirement savings account!

Maintain Your Lifestyle in Retirement

Financial professionals recommend saving enough to replace 75-80% of your pre-retirement
income to maintain your lifestyle in retirement. That number will vary according to your own
unigue situation and circumstances. One thing that doesn’t vary for each person is inflation.
Inflation, or simply the cost of living, eats away at your money’s purchasing power and may
not buy as much retirement in the future as it does today. When you retire, the cost of basic
necessities as well as services you enjoy will continue to rise. Here are some hypothetical
examples to consider in your retirement planning efforts:

On average, Social
ITEM Security currently

replaces only 40% of

Gallon of Milk $3.14 $7.62 p &

Cup of Coffee $2.70 $6.55 income. It’s important to
Ealllerm o CrE $3.35 $813 save as early and as much
Pint of Beer at a Pub $4.00 $9.71 as you can in a 401(k)
Netflix (Standard Plan) Monthly Fee $10.99 $26.68 or IRA account to help
Fitness Club Monthly Fee $40.00 $97.09 meet all your retirement
Mid-Priced Car $21,000 $50,973 income needs.

2019 prices are based on Kmotion Research and general averages. Projections for 2049 prices assume a 3% annual inflation rate

Looking to maintain your lifestyle in retirement?
Start saving as early and as much as you can in a retirement savings account!
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FIVE STEPS TO HELP ACHIEVE RETIREMENT PLANNING SUCCESS

1. Choose Your Savings Vehicle
401(k)s

A 401(k) is a tax-deferred retirement savings
account offered by employers to their employees.
Employees contribute money to their account on a
pre-tax basis, and employers can choose to match
a percentage of that contribution. The money is
deposited in various investments, typically a line-
up of mutual funds (which are selected by the
employer). Employees have the freedom to choose

investments that meet their unique tolerance for risk,

whether it’s conservative, moderate or aggressive.
Investment income accrues and compounds tax-

free. Withdrawals are taxed at the normal tax rate, as

long as they are made at age 59% or older.

Many employers are also starting to offer Roth
401(k)s. Unlike a traditional 401(k), contributions are
funded with after-tax money, so they are not tax
deductible; however, qualified withdrawals are tax-
free. As of 2020, participants can contribute up to
$19,500 per year to a traditional or Roth 401(k).

If you think your tax bracket may be
higher in retirement, then a Roth IRA
or 401(k) account option may be
something you want to consider. If
you think your tax bracket might be
lower, then the traditional account
option may be more beneficial.
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IRAs

An individual retirement account (IRA), traditional
or Roth, is a tax-deferred retirement savings
account established by an individual person
(typically someone who is

self-employed). IRA accounts are held by
custodians, such as banks or brokerages. Unlike
401(k)s, IRAs allow account holders to choose
from a much larger universe of mutual funds. They
can also own many different types of assets within
the account, including stocks, bonds, treasury bills
and certificates of deposit (CDs).

Like 401(k)s, contributions to traditional IRAs are
generally tax deductible. Earnings and returns
grow tax free and you pay tax on withdrawals in
retirement. Contributions to a Roth IRA are made
with after-tax dollars, but withdrawals are tax free
in retirement. As of 2020, the annual contribution
limit for traditional and Roth IRAs is $6,000.

2. Start Early

401(k)s

The earlier you start saving, the better chance
your money has to grow enough to achieve your
retirement goals. One way to illustrate this is the
Rule of 72. It’s an easy way to calculate how long
it’s going to take for your money to double.

Just take the number 72 and divide it by the
interest rate you hope to earn. That number gives
you the approximate number of years it will take
for your investment to double. The earlier you start
saving, the more periods you will have for your
money to “double.” Here are some examples:

Year for
Expected Rate | t t
of Return Do the Math ?gzsouml;:
4% 72 -+ 4 18 Years
6% 72+ 6 12 Years
8% 72 + 8 9 Years
10% 72+ 10 7 Years

This table serves as a demonstration of how the Rule of 72 concept
works from a mathe-matical standpoint. It is not intended to represent

an investment. The chart uses constant rates of return, unlike actual
investments which will fluctuate in value. It does not inciude fees or taxes,
which would lower performance. It is unlikely that an investment would
grow 10% or greater on a consistent basis.
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3. Increase Your Savings
Rate Whenever Possible

401(k)s

Once you get going in your IRA or 401(k), it’s easy
to go on autopilot. You’ve officially made the move
to save for retirement. You made sure to start early.
You’re good, right? Wrong! It’s time to take the
next step: increasing your savings. Remember your
second retirement savings mantra: Save as much as
you can.

Cutting or reducing spending on things you don’t
really need could allow you to bump up the money
you’re putting into your 401(k) or IRA. And how
about increasing your savings rate when you get

a merit increase or a bonus? While you're at it,
couldn’t you bring dinner leftovers for lunch a
couple times a week — or shop for a better cell
phone plan or find a lower care insurance premium?
Not to mention buying a certified pre-owned car
instead of a brand new one. The savings can add up
quickly.

Catching Up

If you are age 50 or older, the IRS allows you to
contribute an additional amount of money to your
401(k) or IRA over the annual contribution limit.
It's called - appropriately, for many people - the
“Catch-up Contribution.” If you've not been able to
save as much as you wanted due to other financial
priorities (such as funding a child’s education,
caring for an aging parent or something else), this
is a great opportunity to get back on track with
your retirement savings. As of 2020, here are the
additional catch-up contribution limits for people
age 50 or older:

2020 2020 Total
Regular Catch-Up Potential
Contribution Contribution Contribution

Limit Limit

Account

Type

Traditional or  $6,000 $1,000 $7000
Roth IRA

Traditional or  $19,500 $6,500 $26,000
Roth 401(k)
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4. Don’t Forget About Health
Care Expenses in Refirement

Here’s a big reason to start saving as early and as
much as you can: an April 2019 report from Fidelity
Investments estimated that a healthy 65-year-old
couple retiring in 2019 will need $285,000 to cover
their healthcare costs. Whether retirement is a
long way off for you, or it’s starting to get closer,
it’s a smart move to start planning for healthcare
costs. The AARP Health Care Costs Calculator
(www.aarp.org) is an educational tool designed

to help you estimate your health care costs in
retirement. You can include a spouse or partner in
the calculation as well.

5. Seek Professional
Help If You Need It

While this brochure gives you some basics to help
you achieve retirement planning success, you should
know that professional help is available if and when
you need it. LPL Financial Professionals can give you
hands-on personal guidance and advice to help you
determine your retirement goals and how you can
achieve them. Here’s how they can help:

® Help you determine an appropriate retirement
saving goal based on anticipated future living
expenses

® Help you factor in variables such as inflation,
future health care expenses, life expectancy and
projected investment returns

® Develop an investment strategy to help meet your
long-term needs

® Discuss professionally managed IRA investment
solutions that may be of interest to you

* Help you balance your retirement savings goal with
other financial goals

* Meet with you on a regular basis to track progress
and make adjustments as necessary
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WHAT'S YOUR NUMBER?

The ultimate question for almost everyone saving for retirement is “how much do | need to
be saving?” Financial professionals recommend saving enough to replace 75-80% of your
pre-retirement income. But is that benchmark right for you? Depending on your own unique
circumstances or outlook, you may not need to save as much as that — or, you may need to
save more. Here’s a high-level guide to help you through the thought process.

Why You Might Need to Save LESS

Depending on how you envision your life in
retirement, your anticipated expenses may

be much less than they are today. In addition,
you may continue to earn money in retirement
to help offset expenses. Here are some
reasons you may not need to save as much for
retirement:

¢ If you have a mortgage, you plan on paying it
off before you retire

* You plan on downsizing to a smaller home,
with a much lower mortgage payment

* You plan on relocating to a less expensive city

* You plan on working part-time during
retirement

* You anticipate other sources of income, such
as investment/rental properties

* You expect Social Security benefits will
provide adequate income for your needs

* You will no longer need to financially support
children or other family members

* You anticipate good health, with no
unexpected medical or long-term care
expenses

General Retirement Savings Benchmarks

Many financial professionals recommend you strive
to reach these general retirement savings rate
benchmarks* at various life stages. Please note that
these are simply general goals and a starting point
for your own personal retirement planning efforts.

Why You Might Need to Save MORE

On the other hand, with retirement
potentially lasting 20 years or more, you
may want to be more aggressive with your
retirement saving goal. Here are some
reasons you may need to save more for
retirement:

* |f you have a mortgage, you plan on
continuing to make payments during
retirement.

* You want to travel extensively or purchase
a second home for an occasional getaway

* You expect higher healthcare and
medication expenses

* You anticipate needing long-term care at
some point

* You plan on starting your own business
and will need to provide funding

* You will need to financially support
children or other family members

* You believe that your Social Security
benefits will be reduced or inadequate

¢ In your 20’s: strive to save 7-10% of your annual pay.

¢ In your 30’s: strive to save 10-15% of your annual pay.

¢ In your 40’s: strive to save 15-20% of your annual pay.

e In your 50’s and 60’s: strive to save 20% (or more) of
your annual pay.

*Keep in mind that there are annual contribution limits to retirement plans imposed by the IRS. In 2020, the annual limit for 401(k) and 403(b) plans is
$19,500. If you are age 50 or older, you can contribute an additional “catch-up” amount of $6,500. For traditional and Roth IRAs, the 2020 contribution limit

is $6,000 and the age 50+ catch-up contribution is $1,000.
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VISUALIZING YOUR RETIREMENT

If you’re younger, it may be more difficult to imagine what retired life will be like. If you’re
middle age or older, you may have a clearer picture. No matter how old you are right
now, it’s always helpful to explore your expectations and concerns about retirement. The
following exercises can help.

Exercise 1 — Identify Your Retirement Expectations

For this exercise, place a check mark next to the retirement expectations that apply
to you. Complete this exercise with your spouse or partner. If you’re single, it will help
you visualize your expectations more if you discuss them with a close friend or family
member.

¢ Living an active lifestyle ¢ Downsizing your home

¢ Living a quiet lifestyle ¢ Relocating to a new city or state

¢ Spending more time with family and friends ¢ Traveling more

* Working part-time e Having less stress and living a simpler life

¢ Volunteering and doing charity work

List any other expectations:

Exercise 2 — Identify Your Refirement Concerns

Now that you’ve identified your retirement expectations, your can now explore your
retirement concerns. For each item listed below, place a check mark beside the concerns that
apply to you. Again, make sure to complete this exercise with your spouse or partner. If you're
single, discuss your concerns with a close friend or family member.

* Reduced income ¢ Declining health

¢ Uncertainly of Social Security benefits ¢ Rising cost of health care

¢ Outliving your money ¢ Providing care for a family member
¢ Low investment returns ¢ Becoming less active

List any other expectations:
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At Central Investment Advisors, getting to know you and understanding your short and long-term goals is
our first priority. Together, we’ll create a customized financial plan to address your current financial state,

with your future in mind.

Understanding investments can be tough; that’s why you have us. We’'ll help you sort through the many
options available to create a unique and thriving investment strategy, including a diversified portfolio of
investments to help increase potential returns and manage risk. Best of all, if you have questions, we’re
here to answer them when you need us.

Our advisors live right here in your community and are always willing to talk through the ups and downs of
the market. Each advisor has their own background and specialties, but theya all have one common goal:
to provide you and your family with exceptional customer service and knowledgeable portfolio advice.

Contact or Connect With Us:

Headquarters:

Central Investment Advisors
510 Jefferson Street
Jefferson City, Missouri 65101

Phone: (800) 392-8082

Website: https://www.centralinvestment.net/

Connect With Us:

This material was prepared by LPL Financial, LLC.

Securities and advisory services offered through LPL Financial (LPL), a registered investment advisor and broker-dealer
(member FINRA/ SIPC). Insurance products are offered through LPL or its licensed affiliates. All information is believed
to be from reliable sources; however, LPL Financial makes no representation as to its completeness or accuracy. To the
extent you are receiving investment advice from a separately registered independent investment advisor that is not an LPL

Financial affiliate, please note LPL Financial makes no representation with respect to such entity.

If your advisor is located at a bank or credit union, please note that the bank/credit union is not registered as a broker-
dealer or investment advisor. Registered representatives of LPL may also be employees of the bank/credit union. These
products and services are being offered through LPL or its affiliates, which are separate entities from, and not affiliates, of ,
the bank/credit union.

Securities and insurance offered through LPL are:

Not Insured by FDIC/NCUA or Not Bank/Credit Union Not Bank/Credit Union Deposits

May Lose Value
Any Other Government Agency Guaranteed or Obligations i

LPL Financial has no affiliation with any third-party entities mentioned throughout this material.

a1l LPL Financial





