
Compounding can help power your savings 
Experienced investors understand that time can generate 
wealth. Time allows even small sums of money to compound. 
And compounding is the engine that can potentially power 
the growth of your savings.

By making regular contributions to your retirement 
plan account and diversifying your investments across 
different asset classes,* you can benefit from the power of 
compounding. Compounding is what happens when you earn 
money on your savings, reinvest the earnings, and then earn 
money on your savings and your earnings. Compounding 
gives you an increasing pool of savings that continues to be 
invested, creating what is essentially a “snowball” effect. 

While investment returns are never guaranteed, and you could 
lose money on your investment, years of contributing to your 
retirement plan can give your savings the potential to grow. 
Over time, as the compounding process repeats itself, you will 
have a larger and larger pool of money invested. 

Think about increasing the amount you contribute to your plan 
to help power your savings growth even more. And be careful 
about taking loans or making other withdrawals from your 
retirement plan account until you actually retire. Loans can 
interrupt the potential growth of your retirement savings.

How much should you be contributing to your 
retirement plan? 
You can never contribute too much to your retirement plan. 
But is there an optimal percentage of your pay that you 
should be contributing? Financial experts often recommend 
saving at least 10% to 15% of your pretax income for 
retirement. However, you can adjust that figure based on your 
circumstances and financial goals. Answering the following 
questions will give you a better idea of how much you should 
be contributing to your retirement plan:

What type of retirement do you want?
If your idea of the perfect retirement involves mostly staying 
home and enjoying a low-key lifestyle, you probably won’t 

need to save as much money as you would if you want an 
active, travel-filled retirement. The reality is that how much 
you need to save depends on the lifestyle you hope to have. 

What other sources of retirement income will you have?
Your retirement plan savings will be one source of income 
after you retire. Monthly Social Security payments will 
be another. And a pension, if you have one, also provides 
a predictable stream of retirement income.

You may hope to work part-time after you retire. However, ill 
health or an injury (yours or a loved one’s) could upend that 
plan. It’s better to set a savings goal that gives you enough 
retirement income in case you can’t work in retirement. 

How long will it be until you retire?
If you are just starting out in the work world, you’ll have 
decades to save for your retirement. That long time frame 
may mean you can make smaller contributions than someone 
whose retirement is close.

Social Security benefits as a percentage of total 
personal income

Millions of recipients

100% 16.4

75% 26.5

50% 38.3

It is clear from this data that for many recipients, Social 
Security represents a sizable part of their income. 

Data from the United States Census Bureau’s Survey of Income 
and Program Participation (SIPP), 2022.
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This material is provided for educational purposes and provides a general description of the rules applicable under ERISA and the 
Internal Revenue Code. You are encouraged to consult your legal advisors about your plan and also any potential ERISA, tax and 
related consequences of any investments made under such plan. This material is not, nor is it intended to constitute, legal, tax or 
accounting advice. Please consult with a qualified professional for legal or tax advice. UBS Financial Services Inc. will not be responsible 
for your reliance on these materials.

This article was produced solely by SS&C Technologies, Inc. The opinions expressed herein do not necessarily reflect the views and opinions of 
UBS Financial Services Inc. or any of its affiliates (together, “UBS”). Neither UBS nor any of its directors, officers, employees or agents accepts any 
liability for any loss or damage arising out of the use of all or any part of this article or reliance upon any information contained herein. No relationship, 
association, sponsorship, endorsement or affiliation is made, suggested or implied between SS&C Technologies, Inc. and its employees and UBS and/or 
our products or services. 

This publication is provided for informational purposes only, contains a brief summary of select topics and certain recent legislative and regulatory 
developments, and is not intended as a complete summary of the topics discussed or considerations necessary for making effective decisions. 
Please note that it is important that you evaluate this material and exercise independent judgment when making investment decisions. This information, 
including any description of specific investment services or products, is marketing material and is solely for the purposes of discussion and for your 
independent consideration. It should not be viewed as a suggestion or recommendation that you take a particular course of action or as the advice 
of an impartial fiduciary.

This publication is not intended as an offer, or a solicitation of an offer, to buy or sell any investment or other specific product. You should seek 
appropriate professional advice regarding the matters discussed in this publication in light of your specific situation. The information contained in 
this publication is based on information provided from third-party sources, but its accuracy cannot be guaranteed.

UBS Financial Services Inc., its affiliates and its employees are not in the business of providing tax or legal advice. Clients should seek advice based 
on their particular circumstances from an independent tax advisor.

Important information about advisory and brokerage services
As a firm providing wealth management services to clients, UBS Financial Services Inc. offers investment advisory services in its capacity as an SEC-
registered investment adviser and brokerage services in its capacity as an SEC-registered broker-dealer. Investment advisory services and brokerage 
services are separate and distinct, differ in material ways and are governed by different laws and separate arrangements. It is important that you 
understand the ways in which we conduct business, and that you carefully read the agreements and disclosures that we provide to you about the 
products or services we offer. For more information, please review the client relationship summary provided at ubs.com/relationshipsummary, or ask 
your UBS Financial Advisor for a copy.

UBS’s Retirement Plan Consulting Services, Retirement Plan Advisor and Retirement Plan Manager are investment advisory programs. 
Details regarding each program, including fees, services, features and suitability are provided in the Form ADV Disclosure, available from your Advisor 
or at ubs.com/accountdisclosures.

SS&C Technologies, Inc. and its employees are not affiliated with UBS Financial Services Inc. or its affiliates.
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