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The Best Way 64% Of Workers Should Boost Their 
Retirement Nest Eggs

Retirement experts keep telling us that 

you've got to save at least 10% of your 

income a year to be able to build up a nest 

egg that'll be big enough to support you 

comfortably in your golden years.

Yet most Americans still fall far short of 

that savings rate goal. In a poll of workers 

who have 401(k) and similar retirement 

accounts, Northern Trust found that nearly 

two-thirds - 64% -- are socking away less 

than 10%.

So how can workers overcome their own inertia and boost their savings rate?

A lot of workers don't even try because they think it's no use. If they're saving, say, just 2% a year, 

many feel they can't afford to leap up to 10%, suggests Gaobo Pang, head of investor analytics, 

retirement solutions, for Northern Trust, in a retirement strategies report.

But by increasing your savings rate by a small amount year by year, before too long you can reach that 

10% goal. "Auto escalation of savings addresses the lack of willpower, offers a path of least resistance 

due to its gradual nature and has a lasting efficacy in empowering retirement," Pang writes.

Suppose you were starting your career at age 25 in 1976, 40 years ago. Let's say you earned $16,425 

that year. That's equivalent to $70,000 today.

You kicked in 2% of your pay every year to a tax-free retirement account like an IRA or 401(k). The 

amount you contribute starts out at $329 your first year. It rises each year as you get annual pay raises 

of, say, 1%. And let's say that the investments in your account earn an average of 5% annually.

By the time you're 65 years old, your balance will be $46,159.

That's not much in this era when fewer and fewer workers can expect to receive monthly retirement 

checks from a traditional pension plan. And the fact that it's not much is why financial advisors urge 

workers to save at least 10% of their pay, certainly not just 2%.

IBD'S TAKE: Being persistent with your retirement savings helps build your nest egg, the way that 

boosting your savings rate does. In this IBD report, read about the benefit of not skipping a year or 

depleting your account by taking a loan.

But what if you boost that contribution by a mere half of a percentage point each year? The second 

year your savings rate would be 2.5% of pay. You'd contribute 3% in the third year, and so on.

And how hard could it be to boost your savings by half a percentage point a year? Especially if you're 

getting a pay raise of 1%?

Best of all, look at the results. By your seventeenth year of work, your savings rate would be 10%. By 

age 65, your nest egg balance would be $167,668. That's more than triple the amount you build up 

when you don't escalate your savings rate.

That's the benefit of those small, half-a-percentage-point annual increases in your contribution rate for 

fewer than half of your total working years.
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