Changing Investment Goals
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How you invest your money can depend on many factors.  One is how close you are to retirement.  A related factor is your risk tolerance.


People closely approaching retirement, or those already retired, usually invest in instruments that will provide additional income such as dividend stocks, municipal and corporate bonds, treasury bills and fixed-income mutual funds.


If you’re an income-oriented investor, thoroughly research the savings vehicles that will provide you with income throughout your retirement.  Within this category are many different types of investments.  The percentage of yield will vary with the type you select.  If you choose bonds, consider the quality rating and length to maturity.


It might be wise to keep a portion of your portfolio in stocks or stock mutual funds that provide capital growth to help your savings keep up with inflation and because life expectancies continue to advance.  What percentage you invest in capital growth instruments will depend on your risk tolerance.


If you’re many years from retirement, you probably want to put your retirement savings in instruments that will produce capital growth.  How much risk you’re willing to take will depend on how many years before you retire, among other considerations.  Generally, the more years you have before retirement, the greater risk you can take because you will have time for the market to recover from downturns.


You have many options, so where should you put your retirement savings?

Do your homework before deciding where and how to invest your money and continue to do research on retirement investments throughout your career. Consider how much you want to invest over what period of time; how long you can leave the money invested, and what is a comfortable risk level.

Be sure to invest in your employer’s retirement plan as early as possible.  You can really boost retirement funds by enrolling in your employee retirement plan and benefiting from employer-matched contributions. The benefit of compounded interest is something you can(t make up over time. Therefore, it(s important to sign up early for the retirement plan and make the maximum contribution possible.

Most qualified retirement plans are tax-deferred so your personal contribution could actually lower your income tax bracket and your employer(s contribution does not raise your taxes. When you retire, the money you withdraw is taxable.


Traditional and Roth Individual Retirement Accounts also are designed to encourage savings for retirement.  The traditional IRA grows tax free, but withdrawals are taxed as ordinary income. Since you’ve already paid taxes on the money invested in a Roth IRA, withdrawals are not taxed. 


If you’re just beginning to save for retirement, many financial institutions have low-risk savings options with easy access to your money. These can include a regular savings account, money-market account and certificate of deposit.


When you have a sufficient amount in cash savings, consider putting some money in a higher-risk investment for your retirement goal.  Although bonds offer less risk than stocks, both usually provide a higher return than money invested in a savings or money-market account.  Stocks and bonds offer risk levels ranging from low to very high.  Always invest money at a risk level that’s comfortable to you.


Review your retirement savings plan regularly and make adjustments as needed to meet your goals. As you get closer to retirement, say five to seven years away, review your plan more frequently and consider moving some money from capital-growth to income-producing investments. 


Remember, the earlier you start saving, the longer your investments will have to grow. And the lower the risk level, the less return your savings will earn over time.


For more information on any aspect of financial management, contact your (County Name) Cooperative Extension Service.

Educational programs of the Cooperative Extension Service serve all people regardless of race, color, age, sex, religion, disability or national origin.
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