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Don't let these funds undermine

your 401(k) savings

Choosing investments from your 401(k) menu can be daunting, but target-date

funds aim to help reduce that confusion.

The funds are based on your estimated retirement date, and typically choose a

mix of investments to match your time horizon.

But watch out for a few key areas that tend to trip up investors and can sabotage

the benefits the funds intend to offer.

Lorie Konish | @LorieKonish
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Life's circumstances and risks can take a bite out of even the best laid retirement plans.

If you're choosing among the retirement funds on your 401(k) menu,
you may have noticed something called a target-date fund on the
list.

Target-date funds typically consist of a mix of stocks, bonds and
other investments that determine their risk based on when you want
to retire.

The funds are a popular choice among workers. Fifty-nine percent
who have access to a 401(k) or other employer-sponsored plan said
they use an automatic allocation strategy to save, according to
research released in June by the Transamerica Center for
Retirement Studies. In contrast, 43 percent use a do-it-yourself
approach.
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Aaron Pottichen, senior vice president at Alliant Retirement
Services, compares using target-date funds to helping his son learn
how to ride a bike. The choices are to either let him figure it out on
his own, which could make him frustrated and decide never to do it
again, or put training wheels on the bike and gradually help him
learn to ride.

Target-date funds offer a similar gradual approach, Pottichen said.

"A target-date fund kind of has training wheels to help people make
sure they stay upright and are on the right path," Pottichen said.
"That's how they're beneficial."

Despite the funds' simplicity, investors often make the same errors.

Go target-date only

When picking from the funds on your retirement plan menu, it may
be tempting to add in S&P 500 or international funds alongside a
target-date strategy.

But using other kinds of strategies alongside a target-date fund is one
of the most common errors people make, according to Pottichen.
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"The best way to use these target-date funds is to go 100 percent in
one of them or not," Pottichen said.

That is because target-date funds are crafted with specific
allocations in mind. Add more funds to the mix, and you could be
overexposed in one area.

Stick to one fund

Likewise, you do not want to use more than one target-date fund.

"We came across one person who had money in every one of the
target-date funds, evenly distributed," Pottichen said. "It didn't
make any sense."

That is because each retirement fund is geared toward a certain year.
So if you think you want to retire in 40, 30, 20 years or somewhere
in between, there is a fund for you. But invest in more than one fund,
and you are confusing your goals — and undermining the benefits of
the funds.
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You also want to make sure that the particular fund you pick matches
when you really think you will retire.

"A target-date fund kind of has training wheels

to help people make sure they stay upright and

are on the right path."

-Aaron Pottichen, president of retirement services at CLS Partners

Two 35-year-olds may not want to invest in the same target-date
fund, Pottichen said. If one wants to retire at 60 and the other wants
to work as long as possible, that could mean the difference between
a 2040 fund for one and a 2060 fund for the other.

"You need to make sure the allocation is right for you," Pottichen
said. "Do you have a plan? And then that plan dictates how you're
invested."

Be wary of high fees

You want to make sure that the target-date funds you're offered do
not have high fees that outweigh their benefits.

Look at your fee disclosure statement, Pottichen said, and then talk
to the outside vendor to make sure there are no additional hidden
costs.

If the target-date strategy is expensive, you may want to select other
funds, provided that there is a diversified menu of choices, Pottichen
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said.

Lorie Konish

Personal Finance Reporter

RELATED SECURITIES

Symbol Price   Change %Change

S&P 500 2900.10

 

-4.88 -0.17%

MORE FROM CNBC

Stocks are set for a lower open with new Trump tariffs on China

expected

Monetary policy is directly responsible for economic and financial

stability

Duke Energy leader: Florence is 'absolutely the worst' storm I've

ever seen as a lifelong NC resident

Italy sends smoke signals to markets that it will play by Europe's

budget rules

by Taboola


MARKETS


BUSINESS NEWS


CNBC TV


MENU

https://twitter.com/LorieKonish
https://www.cnbc.com/lorie-konish/
https://www.cnbc.com/lorie-konish/
https://www.cnbc.com/quotes/?symbol=.SPX
https://www.cnbc.com/2018/09/17/stocks-are-set-for-a-lower-open-with-new-trump-tariffs-on-china-expected.html?recirc=taboolainternal
https://www.cnbc.com/2018/09/17/-monetary-policy-is-responsible-for-economic-stability---commentary.html?recirc=taboolainternal
https://www.cnbc.com/2018/09/17/duke-energy-nc-president-florence-absolutely-worst-storm-ever.html?recirc=taboolainternal
https://www.cnbc.com/2018/09/17/italy-sends-smoke-signals-to-markets-that-it-will-play-by-europes-budget-rules.html?recirc=taboolainternal
https://popup.taboola.com/en/?template=colorbox&utm_source=cnbc&utm_medium=referral&utm_content=organic-text-links-a:Below%20Article%20Text%20Links:
https://www.cnbc.com/
https://www.cnbc.com/markets/
https://www.cnbc.com/business/
https://www.cnbc.com/tv/


9/17/2018 These mistakes with target-date funds can undermine 401(k) savings

https://www.cnbc.com/2018/08/29/these-mistakes-with-target-date-funds-can-undermine-your-401k-savings.html?__source=sharebar|linkedin&par=sharebar 7/9

Ripple hints its cryptocurrency product will go live 'in the next

month or so'

Tell us what you think: What car model best describes stock

markets right now?

FROM THE WEB   by Taboola Sponsored Links 

Women's Health

takt1.com

CPAP | Sponsored Links

Why Your Vitamin B12 Supplement Won’t Help Your Neuropathy

Nerve Renew

Best way to find your ideal hotel deals

Grab Best Travel Deal

43 Secrets Happy Couples Swear By To Keep Their Relationships

Strong

1600+ Classial Music Videos - Try It Now!

Latest CPAP Machines and Prices Might Surprise You


MARKETS


BUSINESS NEWS


CNBC TV


MENU

https://www.cnbc.com/2018/09/17/ripple-hints-cryptocurrency-product-xrapid-will-go-live-soon.html?recirc=taboolainternal
https://www.cnbc.com/2018/09/17/trader-pollwhat-car-model-best-describes-equity-markets-right-now.html?recirc=taboolainternal
https://popup.taboola.com/en/?template=colorbox&utm_source=cnbc&utm_medium=referral&utm_content=thumbnails-a:Below%20Article%20Thumbnails:
https://popup.taboola.com/en/?template=colorbox&utm_source=cnbc&utm_medium=referral&utm_content=thumbnails-a:Below%20Article%20Thumbnails:
https://popup.taboola.com/en/?template=colorbox&utm_source=cnbc&utm_medium=referral&utm_content=thumbnails-a:Below%20Article%20Thumbnails:
https://www.womenshealthmag.com/relationships/g19582459/secrets-of-happy-couples/?src=arb_fb_d_tb&utm_source=taboola&utm_medium=cpm&utm_campaign=arb_fb_d_tb
https://www.takt1.com/?utm_source=Taboola&utm_medium=desktop&utm_campaign=from06%2F18_USA_takt1.com_Desk&utm_source=taboola&utm_medium=cnbc&utm_term=1600%2B+Classial+Music+Videos+-+Try+It+Now%21&utm_content=http%3A%2F%2Fcdn.taboola.com%2Flibtrc%2Fstatic%2Fthumbnails%2F730c9a198a5585f5f8d9ffd199dc25fd.png&utm_content=till06/18_USA
http://www.dailyconsumer.tips/d/?aid=4&oid=905&sub=TA&state=all&ad=45&utm_source=taboola&utm_medium=referral&site=cnbc&tid=CjA2NDgwMDdhMS0zYTU1LTQ2ZTUtYmMxMi1jMDNiYjhhNzhlMjAtdHVjdDI4ZmZjMTMSDWFkbmV0LWNwYXAtc2M&tsid=cnbc&adid=56754446
http://track.roinattrack.com/63bf1951-4749-482e-bcc7-076f066e21cc?b_ad_id=507da1&utm_content=507da1&&site=cnbc&title=Why+Your+Vitamin+B12+Supplement+Won%E2%80%99t+Help+Your+Neuropathy&thumbnail=https%3A%2F%2Fnerverenew.net%2Farticles%2F002-2%2Fimages%2Farticle-image2.jpg&camp=Neuropathy%20RON%20Targeted%20-%20Why%20Your%20B12%20Supplements&campid=1074068&cmpitmd=119105848&networksource=taboola
http://grabbesttraveldeals.com/?utm_source=taboola&utm_medium=referral
https://www.cnbc.com/
https://www.cnbc.com/markets/
https://www.cnbc.com/business/
https://www.cnbc.com/tv/


9/17/2018 These mistakes with target-date funds can undermine 401(k) savings

https://www.cnbc.com/2018/08/29/these-mistakes-with-target-date-funds-can-undermine-your-401k-savings.html?__source=sharebar|linkedin&par=sharebar 8/9

New Cubic Zirconia Handmade 14k Layer On 925 Silver Men

Square Bling Ring S-9.5

3RoyalDazzy

Independent Programming Subscribe to CNBC PRO

Licensing & Reprints Join the CNBC Panel

Advertise With Us Closed Captioning

Terms of Service Digital Products

Privacy Policy News Releases

Corrections Internships

About CNBC AdChoices

Site Map Podcasts

Careers Contact

Help

     

News Tips

Got a confidential news tip? We want to hear from you.




MARKETS


BUSINESS NEWS


CNBC TV


MENU

https://www.3royaldazzy.com/products/new-cubic-zirconia-handmade-14k-layer-on-925-silver-men-square-bling-ring-s-9-5?utm_source=taboola&utm_medium=referral
https://www.cnbc.com/
https://corporate.comcast.com/news-information/nbcuniversal-transaction/independent-programming/
https://www.cnbc.com/application/pro/?__source=pro|display|cnbc|house|PRO_Footer_MktgPg/
https://www.cnbc.com/cnbc-reprints/
https://cnbcexchange.vcsurveys.com/c/a/5bz17E1ICrI1gVk4ZBAbCA
https://www.cnbc.com/advertising-and-partnerships/
https://www.cnbc.com/closed-captioning/
https://www.cnbc.com/nbcuniversal-terms-of-service/
https://www.cnbc.com/digital-products/
https://www.nbcuniversal.com/privacy/
https://www.cnbc.com/cnbc-news-releases/
https://www.cnbc.com/corrections/
https://www.cnbc.com/cnbc-internship-program/
https://www.cnbc.com/about/
https://info.evidon.com/pub_info/16924?v=1
https://www.cnbc.com/site-map/
https://www.cnbc.com/podcasts/
https://www.cnbc.com/cnbc-careers-and-employment/
https://cnbcllca.custhelp.com/app/ask/
https://cnbcllca.custhelp.com/
https://www.facebook.com/cnbc/
https://www.twitter.com/cnbc/
https://www.linkedin.com/company/cnbc/
https://www.instagram.com/cnbc/
https://www.youtube.com/user/cnbc/
https://apple.news/T3OtoXcxtRkuHRkM7SpFP_Q
https://www.cnbc.com/id/28295763/
https://www.cnbc.com/
https://www.cnbc.com/markets/
https://www.cnbc.com/business/
https://www.cnbc.com/tv/


9/17/2018 These mistakes with target-date funds can undermine 401(k) savings

https://www.cnbc.com/2018/08/29/these-mistakes-with-target-date-funds-can-undermine-your-401k-savings.html?__source=sharebar|linkedin&par=sharebar 9/9

GET IN TOUCH

Sign up for free newsletters and get more CNBC delivered to your inbox

SIGN UP NOW

Get this delivered to your inbox, and more info about our products and services. Privacy Policy.

© 2018 CNBC LLC. All Rights Reserved. A Division of NBCUniversal

Data is a real-time snapshot *Data is delayed at least 15 minutes. Global Business and Financial News, Stock Quotes, and Market Data and Analysis.

Data also provided by 

 CNBC Newsletters


MARKETS


BUSINESS NEWS


CNBC TV


MENU

https://www.cnbc.com/news-tips/
https://www.cnbc.com/sign-up-for-cnbc-newsletters/
https://www.nbcuniversal.com/privacy/
http://www.nbcuni.com/
https://www.cnbc.com/id/16061983/
https://www.cnbc.com/
https://www.cnbc.com/markets/
https://www.cnbc.com/business/
https://www.cnbc.com/tv/

