
Americans need about 75% of 
their pre-retirement income, 
on average, to lead to a 
comfortable retirement

Americans are facing a retirement crisis. Even before this year’s stock market 
decline, nearly half of working Americans were on pace to miss the mark on 
their retirement savings. Unfortunately, the lack of necessary funds will force 
some to work well past age 65 and others to seek assistance—from family and 
friends or the government—to make ends meet. Why has this problem gotten 
so out of hand? 

Contribute to your employer-sponsored 
retirement plan: 
If you have a 401(k) or 403(b), before tax 
contributions directly from your paycheck lower your 
taxable income.

How much? If you have a company match, hit that 
contribution minimum level to receive the full 
company match. It’s free money you should take 
advantage of! 

Consider an Individual Retirement 
Account (IRA): 
If you’re just starting out and your income falls below 
the allowable limit, we recommend a Roth IRA. A 
Roth may make sense early in your career as your 
tax rate tends to be lower. So although you don’t get 
a tax break on your contributions, your money can 
grow tax-free forever! Later in your career, you may 
consider a traditional IRA instead. And depending on 
your income, you may receive a tax deduction for 
your contributions.  

How much? You can also contribute up to $6,500 
($7,500 if older than 50) each year to an IRA. 

Max out your 401(k) annual contributions: 
Earlier we recommended hitting the limit to get the 
full company match. Now, if you are able, max out 
the annual amount you can contribute to a 401(k). 

How much? In 2023, the max contribution limit is 
$22,500 ($30,000 if older than 50). You’ll save 
more and may benefit from a lower taxable 
income too!

Invest in a taxable investment account: 
If you still have available income for saving, consider 
putting it to work in the market in a taxable 
investment account. There’s no tax benefit, but the 
more assets you invest and the longer the time you 
have, the greater the opportunity to compound your 
savings. 

How much? Whatever funds you have that are not 
earmarked for short-term needs.

How much income do you 
need in retirement? 

Living longer is a good thing. But it’s also one of the reasons why retirees are 
running out of money. 

A longevity crisis

Save and invest for the long term! Whether you’re just starting your career or 
have been working for a while, the earlier you start to save, the higher the 
likelihood you will live a comfortable retirement. That’s because time is your 
best friend to grow your money through compounding. Below is a hypothetical 
showing the effects of compounding.

So how can you get prepared? 

There are several savings vehicles that you could use. But some may be 
preferable to others—because they provide tax or other incentives to save. 
Here’s a list of choice vehicles for retirement savings:

What are your retirement 
savings options? 

Retirement preparedness 
is quite low

The Glorious Effects of Compounding

Results after 30 years invested
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A double-digit increase in life expectancy over the last 70+ years
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21% of the population 
in 2030*

Americans 
aged
65 and over:  

75%

About half of working-age households are “at risk” of falling more than 10% 
short of the income they’ll need to retire comfortably.*

*Center for Retirement Research at Boston College, Jan. 2021

**$3,000 invested annually in a moderately conservative portfolio consisting equally of stocks and bonds.
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Confused on How to 
Save for Retirement? 

Disclosures:

The content in this infographic is provided for informational purposes only, 
reflects our general views on investing, and should not be relied upon as 
recommendations or financial planning advice. We encourage you to seek 
personalized advice from qualified professionals, including (without limitation) 
tax professionals, regarding all personal finance issues. While we can counsel on 
tax efficiency and general tax considerations, Motley Fool Wealth Management 
("MFWM") does not (and is not permitted to) provide tax or legal advice. Clients 
who need such advice should consult tax and legal professionals. These 
comments may not be relied upon as personalized financial planning or tax 
advice.
MFWM is an SEC-registered investment advisor with a fiduciary duty that 
requires it to act in the best interests of clients and to place the interests of 
clients before its own. HOWEVER, REGISTRATION AS AN INVESTMENT 
ADVISOR DOES NOT IMPLY ANY LEVEL OF SKILL OR TRAINING. Access to 
MFWM is only available to clients pursuant to an Investment Advisory 
Agreement and acceptance of MFWM's Client Relationship Summary (PDF) and 
Brochure (PDF - 204 KB). You are encouraged to read these documents 
carefully. All investments involve risk and may lose money. MFWM does not 
guarantee the results of any of its advice or account management. Clients 
should be aware that their individual account results may not exactly match the 
performance of any of our Model Portfolios. Past performance is no guarantee of 
future results. Each Personal Portfolio is subject to an account minimum, which 
varies based on the strategies included in the portfolio. MFWM retains the right 
to revise or modify portfolios and strategies if it believes such modifications 
would be in the best interests of its clients.
MFWM, an affiliate of The Motley Fool LLC (“TMF”), is a separate legal entity, and 
all financial planning advice and discretionary asset management services for 
our clients are made independently by the financial planners and asset 
managers at MFWM. No TMF analyst is involved in the investment 
decision-making or daily operations of MFWM. MFWM does not attempt to track 
any TMF services.
During discussions with our Wealth Advisors, they may provide advice with 
respect to 401(k) rollovers into accounts that are managed by MFWM. Such 
recommendations pose potential conflicts of interest in that rolling retirement 
savings into a MFWM managed account will generate ongoing asset-based fees 
for MFWM that it would not otherwise receive.


