
Balancing school, 
busy social lives 
and budding 

careers may make 
saving money the 
last thing on the 
‘to-do’ list of most 
20-somethings, but 
according to experts, 
young adulthood is the 
primetime for planning 
a secure financial 
future.

D. Woods, a member 
of the platinum-selling 
pop group Danity Kane, 
moved back home to 
live with her mother so 
she could start saving 
money. Even though 
the success of Danity 
Kane brought Woods 
some fame, she was 
still working on making 
her fortune. “My 
mother definitely sat 
me down when I got 
my first big check, and 
she said, ‘Take this and 
put it over here, forget 
that you even have 
it.’ And it definitely 
came in handy because 
there was a big dry 
spell, and it was scary,” 
says Woods. To make 
saving easier, she 
organized her money 
into three different 
bank accounts—a 
checking account, a 
savings account, and 
an account at a credit 
union. She also put 
some money into CDs 
which she can’t touch, 
but earn her more 
interest. 

Any financial planner 
will tell you that those 
who start saving early 
benefit the most; they 
are putting time on 
their side. Just ask your 
parents if they are 
saving for retirement 

The key to a comfortable future

Maria Cortez

By Shawna Kenney
$tart 

aving

“y
ou

r 
li

fe
, y

ou
r 

m
on

ey
” o

n 
pb

s

14



and when they began—then ask them 
if they wish they had started saving 
earlier. Many of us can learn from our 
parents’ choices, both good and bad. 
Maria Cortez, for example, is part 
owner of her family’s restaurant in 
New York City, which has caused her 
to think about her own future. 

“My mom just showed me what she’s 
going to be getting for Social Security, 
and honestly, it’s very little,” she says. 
“I want to be in a better situation.” 
Cortez sought the help of a financial 
advisor to help plan for her parents’ 
retirement as well as her own. 

According to Greg Plechner, a 
Retirement Advisor and Director of 
Financial Planning for Greenbaum 
and Orecchio, Inc., there are two 
approaches to saving for retirement: 
“One approach is to open up a 
retirement plan through your 
business. Alternatively, you can 
establish an IRA account.”

Stuart Ritter, who works as a Certified 
Financial Planner at T. Rowe Price and 
as an Instructor of Personal Finance 
at Johns Hopkins University, tells his 
college students, “It’s easier to save 

now, as a young 
person, because the 
amount you have to 
put away if you start 
early is smaller. As 
you get older, you’ll 
have actual financial 
responsibilities, when 
currently they may 
only be pizza and 
beer.” He suggests 
saving 10-15% of 
your income for 
retirement using an 
Individual Retirement 
Account (IRA) or Roth 

IRA (which are not tax-deductible, 
but usually have fewer withdrawal 
restrictions). IRAs allow you to set 
aside money each year that will 

accumulate interest tax-free or tax-
deferred. 

Another option is to participate in 
your company’s 401(k) plan, if one 
is offered. A 401(k) is an employer-
sponsored retirement plan. These 
often offer a company match, which 
means the company matches part, 
or all, of what you put in. This is free 
money, so if your company offers 
a match you should definitely take 
advantage of it.

In addition to saving for retirement, 
most experts suggest that everyone 
should have an emergency fund 
consisting of at least three months’ 
worth of living expenses. You should 
be able to get your money if you 

You can open an 
ira account with 
as little as $100.

starting early can make a big difference
Compound interest is the concept of adding accumulated interest back to the Compound interest is the concept of adding accumulated interest back to the 
principal so that interest is earned on interest from that momeprincipal so that interest is earned on interest from that moment on. Compound nt on. Compound 
interest can be earned daily, weekly, monthly or yearly. Generainterest can be earned daily, weekly, monthly or yearly. Generally, the more times lly, the more times 
an amount is compounded, the more money you can make. For exampan amount is compounded, the more money you can make. For example, let’s say le, let’s say 
at age 20 you start saving $5,000 a year in an account with an at age 20 you start saving $5,000 a year in an account with an 8% rate of return. 8% rate of return. 
By the time you are 65, compound interest will have turned yourBy the time you are 65, compound interest will have turned your annual $5,000  annual $5,000 
investment into $1,932,528.investment into $1,932,528.

COMPOUND INTEREST CHART

current age Years until 
age 65

Balance at 
age 65

cost of 
waiting  

in dollars

cost of 
waiting  

in %*

20 45 $159,602

30 35 $73,927 $85,676 54%

40 25 $34,242 $125,360 79%

50 15 $15,861 $143,741 90%

Rate of return: 8%
*How much less money you have than if you’d started at age 20

current age Years until 
age 65

Balance at 
age 65

cost of 
waiting  

in dollars

cost of 
waiting  

in %*

20 45 $1,932,528

30 35 $861,584 $1,070,944 55%

40 25 $365,530 $1,566,998 81%

50 15 $135,761 $1,796,768 93%

Rate of return: 8%
* How much less money you have than if you’d started at age 20
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D. Woods

•			start saving 
early

•			create an 
emergency 
fund

•			invest in a 
retirement 
savings 
account

continued on page 20
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need it, while it is also earning some 
interest. If you hide your savings 
under your mattress you will actually 

lose money in the long run due to 
constant inflation. Your best bet is to 
open up a savings account or CD. 

Beth Kobliner, author of Get a 
Financial Life, explains that, “a CD, or 
certificate of deposit, is like a savings 
account, except that you promise 
you’ll keep your money in for a set 
longer period of time.” Because of 
this promise, the interest rate on a 
CD is usually higher than that of a 

bank savings account. Whether you 
are considering putting your money 
into a savings account or a CD, make 

sure the financial 
institution is FDIC-
insured. This means 
that the government 
is insuring your 
money up to a set 
amount, and if your 
bank goes out of 
business you won’t 
lose your savings. 
Currently, the basic 
insurance amount 
is $250,000 per 
depositor, per insured 
bank. Check FDIC.gov 

for the most up-to-date information. 

Putting money aside doesn’t have to 
be painful. Ritter suggests everyone 
try saving 15% of their monthly 
income for at least three months, as 
a test. This isn’t as hard as it sounds, 
think about it this way: if you put 
aside 5% of your paycheck each month 
and your company matches you 5%, 
you are already saving 10%.

percentage you’ll need to save for retirement

____________

Amount you have 
already saved for  
retirement:

____________

Annual salary:

Round this number  
to the nearest  
multiple below

____________=÷
Multiple:

Example : If you are 35 years old and have already saved half of your salary (multiple = .5), you 

need to save at least 15% of your salary each year from now until your retirement date.

These results are based on your age and how much money you have already saved, assuming you retire at age 65.  

tax-deferred account before retirement. When you retire, it assumes your initial withdrawal amount will be 4% of  
your balance at that time.
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MULTIPLE OF AMOUNT OF SALARY ALREADY SAVED

25
30
35
40
45
50
55

10%

14%

18%

25%

37%

56%

95%

8%

11%

15%

22%

33%

51%

89%

5%

8%

12%

19%

29%

47%

83%

3%

5%

9%

15%

25%

42%

77%

-

2%

6%

12%

21%

38%

71%

-

-

3%

9%

18%

33%

65%

0x .5x 1x

-

-

-

5%

14%

29%

59%

3x2.5x2x1.5x

If you’re in this 
range, your  
savings strategy 
is on track.

it’s never too early to start saving for retirement
Just remember, these days, there are 
few sources of retirement income 
other than your own savings. Stuart 
Ritter reminds us that, “there are no 
loans, scholarships or work-studies in 
retirement. You might be able to work, 
but that’s about it.”

Shawna Kenney is an author, freelance writer 
and writing instructor. She co-teaches online 
writing workshops at www.lifesabitchbooks.
com. Her works have appeared in Veg News, 
Juxtapoz, Transworld Skateboarding, and the LA 
Weekly, among others. 

Charts courtesy of T. Rowe Price. 

financial terms

an ira (ira (ira individual retirement 
account) is a private savings plan 
set up with a bank, broker or other 
financial institution. Interest either 
accumulates tax-free or tax-deferred.

a 401(k)a 401(k)a  is an employer-sponsored 
retirement plan. 

tax-deferred means that you 
postpone paying taxes on your 
earnings until a later date. This 
allows you to save money (and earn 
interest on those savings) in the 
present and pay taxes in the future.

     activity: make a budget

1.  Open a savings account. Research 
and compare interest rates on regular 
savings accounts, money management 
accounts and CDs; bankrate.com is a 
good resource to get you started. Go 
back to the budget you made in the 
section “Make Your Money Work for 
You.” How much are you able to 
save each month?

2.  Open a retirement account. Ask your 
company if they offer a 401(k) and 
a company match. If they do, start 
contributing. If they don’t, start 
researching IRAs. 

D. Woods at the recording studio

start saving Continued
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