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Moderator:  
Thank you for tuning in today as we continue building financial momentum by prioritizing retirement. In 
our previous episode, we learned the importance of making retirement savings a priority, the benefits of 
tax-advantaged accounts like a 401(k) & Health Savings Accounts, and how to balance your retirement 
savings with other financial goals. 
 
Today, we’re going to talk about how Investing for your retirement will help you plan for the retirement 
you want. We’re joined by Ryan Burnett a Financial Wellness Specialist with Merrill who will be asking 
Cindy Chiu to share her insights on this topic. Cindy is also a Financial Wellness Specialist with our Merrill 
Education Team, and has been in the financial services industry for 21 years. We hope you enjoy this 
discussion, please stay tuned for important information at the end of the session.  
 
Ryan: Welcome Cindy and thanks for joining us today.  For many of us, the idea of retirement seems far 
off, but it is really important to start preparing now to pursue the retirement you want in your future. I’d 
like to ask you how we go about investing for retirement. How much should we consider contributing? 
Understanding the benefits of compounding and the concept of building a retirement portfolio? And, 
are there any other factors we may need to consider, like number of years to retirement? 
 

Cindy:  Its great speaking with you again Ryan.  Living comfortably in retirement doesn’t happen by 
accident.  The journey starts with saving early and methodically.  Learning to effectively use a 401(k) by 
deciding how much to contribute and how to invest will help build our retirement portfolio. Contributing 
a percentage of your income toward retirement comes with trade-offs, and it’s important to find a 
balance.   And while there’s no hard and fast rule to answer the question of “how much”, think about 
how much you can afford to start with, and how close you are to retirement.  In the previous episode, 
we discussed your “personal minimum contribution”.  Think of that contribution rate as your floor to 
maximize initial contributions, then add 1-2% each year as you journey to the retirement goal you 
envision.  Also, if you’re fortunate enough to have an employer that offers to match your 401(k) 
contributions, do your best to contribute at least as much as your company will match to take full 
advantage of the benefit. 

Ryan:  Cindy, increasing contributions by 1 – 2% each year seems manageable!  And a great way to build 
up to our ideal contribution rate over time. Do you have any other best practices I can implement in my 
401(k) plan?  

Cindy:  One best practice I stick to is, whenever my partner or I get a pay raise, we increase our 401(k) 
contributions at the same time.  It’s also important to schedule a periodic review of your retirement 
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progress.  Of course you don’t need to be looking at your retirement accounts every single day, but aim 
to review your online statements at least twice each year.  Lastly, while you’re reviewing your 
retirement account or any time a major life event occurs, don’t forget to review your beneficiaries! 
When each of my kids were born, I made it a point to update my beneficiaries for peace of mind.   

Ryan:  That’s a great tip Cindy, we should all take a few extra minutes to make sure we’ve directed our 
accounts to go according to our wishes. So shifting gears here, I’d like to discuss the power of compound 
growth.  Would you break down the concept to help us understand? 

Cindy:  Ryan, compound growth is one of those terms that we frequently hear about, but can be difficult 
to fully understand.  

When investing in your 401(k), compounding is when you take your hard-earned dollars and put them to 
work for you.  Initially, your money has the potential to grow on what you’ve saved, and in addition, 
those earnings have the potential to grow too.   

Let’s look at a hypothetical example.  You start contributing at age 35, $133 a month for 30 years and in 
total you contribute $48,000. Assuming a rate of return of 6%, at retirement, when you’re 65, your nest 
egg will possibly grow to north of $130,000. That $82,000 in potential earnings is the power of 
compounding.  The sooner you start and the longer you stay in the plan, the more time you have for the 
power of compounding to take effect. Keep in mind the hypothetical results are not meant to represent 
the past or future performance of any specific investment vehicle as your investment return and 
principal value will fluctuate and when redeemed the investments may be worth more or less than their 
original cost. Taxes are due upon withdrawal. If you take a withdrawal prior to age 59 1/2, you may be 
subject to an additional 10% federal tax.  

Ryan:  That’s a real eye opener.  Now that I understand the concept of compounding, it makes sense 
why it’s so important to start contributing to your 401(k) as early as you can!  In your example, you 
mentioned a hypothetical 6% rate of return, can you explain to me how my money goes to work for me 
to achieve this?  

Cindy:  Ryan, you picked up on an important aspect of your 401(k), the investments.  Investments are 
what drive the potential for growth on your contributions. There are three ways your retirement 
account can grow.  First, it grows every time you contribute money from your paycheck.  Second, if 
available, it grows with your company’s matching contributions.  Lastly, your balance grows with 
investment growth, let’s dig a little deeper into that concept. There are three main asset classes, Stocks, 
Bonds, and Cash and there are risks associated with each. Stocks carry more risk and potential for 
growth than bonds do. Bonds carry more risk and potential for growth than cash does. And cash 
equivalent’s potential return is generally low, as is its risk. So as someone who is saving and investing for 
retirement, it’s important to look at these assets and build a portfolio that reflects your priorities and 
risk tolerance.  

Ryan:  For those of us new to the term “portfolio,” what is it, and how do you build one? 

Cindy:  A portfolio is simply a collection of different investments. If you are currently participating in a 
401(k), you likely have a mix of asset classes, like stocks, bonds, and cash, that’s an example of a 
portfolio. 
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A good question to ask is, what percentage of my portfolio is in stocks versus bonds versus cash? When 
you have the answer to this question, you can see if your portfolio is aggressive, moderate, 
conservative, or anything in-between. Depending on your timeline, you might want to adjust your 
portfolio to match your risk tolerance. 

Ryan: I’m glad you mentioned risk, because you brought up earlier that stocks carry more risk than 
bonds, and bonds carry more risk than cash. How do individuals know what they should be investing 
into each of these types of investments? 

Cindy: Three main factors that might influence how you invest are: your goals, time horizon and how 
much risk you’re willing to accept. All of these are unique to you.  When you set a goal, such as 
retirement, you need to understand how much time you have before you reach your goal.  Generally, 
the more time until you need your money — the more time you have to ride out market downturns – 
and for compounding interest to take effect.   If it’s early on in your career, you may be more 
comfortable with a growth-oriented mix of investments with more stocks, as retirement is many years in 
the future.  If retirement is not far off, you might shift to protecting what you’ve accumulated.  In this 
case, you might hold a more conservative mix of investments — less in stocks, and more in bonds and 
cash equivalents.   The last factor is your risk profile.  An easy way to help you understand how you 
might balance risk with potential return is to use our risk assessment and investment guide on Benefits 
OnLine.  It can be a useful tool in helping you identify your risk tolerance, and suggesting a mix of stocks, 
bonds and cash equivalents that could be appropriate for you.  

Ryan: Cindy, I’ve also heard the term diversification.  People say don’t put all your eggs in one basket.  
How does that factor in to your investment portfolio? 

Cindy: Spreading your assets across different investments is called diversification.  

Allocating your money this way can help smooth out ups and downs in your portfolio’s performance. 
The reason is economic or market conditions that cause one type of investment to decline in value may 
cause another to rise.  

In addition, besides diversifying across asset classes, consider diversifying within each asset class.  For 
example, consider several different types of stock funds, rather than a single fund that might invest in 
only one type of stock. Diversification cannot ensure a profit or protect against loss, but it can be an 
effective way to help manage investment risk. 

Ryan: I would imagine, too, since no two investors are necessarily alike, careful thought should be put 
into these decisions.  

Cindy: Absolutely. And after you’ve diversified a mix of investments, use your semi-annual review to 
consider rebalancing your portfolio. Rebalancing is important because if you have one set of 
investments that continues to outperform the others, over time, your portfolio of investments may no 
longer reflect your desired investment mix. Rebalancing does not ensure a profit or protect against loss, 
but may help you get back to your intended mix of investments.  

Ryan: Cindy, I’ve got a clearer understanding on what I need to check on and review.  Thank you. 

Cindy:  It’s my pleasure.  Retirement is a complex subject and a meaningful life milestone.  It takes 
careful thought and preparation to reach your retirement destination.  Now that you know the basics, 
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you can use these concepts to build your retirement portfolio while balancing your risk appetite and 
timeline.  

Ryan:  Cindy, I’d like to summarize what we covered today.  We talked about investing and the power of 
compounding as well as how to build a retirement portfolio of assets that meet our risk tolerance and 
time horizon. We discussed the importance of semi-annual reviews and that the earlier we start 
contributing the better, to help us pursue our retirement goals! 

Moderator: Thank you Ryan & Cindy, and thank you all again for joining us today for our session on 
“Investing for your Retirement”. Look for our next audio cast, which can be found at education.ml.com.  

 
Please note this important information.  
 
Merrill, its affiliates and financial advisors do not provide legal, tax or accounting advice. You should 
consult your legal and/or tax advisors before making any financial decisions. 

Investing through the Plan involves risk, including the possible loss of the principal value invested.  

The case studies presented are hypothetical and for illustrative purposes only and do not reflect specific 
strategies we may have developed for actual clients. They are not intended to serve as investment advice 
since the availability and effectiveness of any strategy is dependent upon your individual circumstances. 
Results and experiences will vary.  

Merrill provides products and services to various employers, their employees and other individuals. In 
connection with providing these products and services, and at the request of the employer, Merrill makes 
available websites on the internet, mobile device applications, and written brochures in order to provide 
you with information regarding your plan. Under no circumstances should these websites, applications, 
and brochures, or any information included in these websites, applications, and brochures, be considered 
an offer to sell or a solicitation to buy any securities, products, or services from Merrill or any other person 
or entity. 

Merrill Lynch, Pierce, Fenner & Smith Incorporated (also referred to as “MLPF&S” or “Merrill”) makes 
available certain investment products sponsored, managed, distributed or provided by companies that 
are affiliates of Bank of America Corporation (“BofA Corp.”). MLPF&S is a registered broker-dealer, 
member SIPC, and a wholly owned subsidiary of BofA Corp. 

Investment products: 

Are Not FDIC Insured Are Not Bank Guaranteed May Lose Value 

Unless otherwise noted, all trademarks and registered trademarks are the property of Bank of America 
Corporation.  
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