
7 Retirement Planning Mistakes To Avoid

Planning for retirement can be extremely difficult if you don't know the basics about taxes,

money management, and investing required to protect your savings and live a good life when you

are older.

That's why in this article, you will discover the seven common retirement planning mistakes

people make and learn how to avoid them before it is too late easily.

Not Investing Wisely
Not investing wisely is one of the first mistakes retirees make at the start of their career,

overspending their hard-earned money on unnecessary things like expensive cars, bigger houses,

flashy clothes, and more.

You must think twice before spending any extra money you have available and risk your future

savings on short-term fulfillment, especially with inflation and the new gas prices going up over

the last few years.

Instead, you should invest your money in different assets that can help you increase your savings

in the long run.

Here is a short list of the most popular assets you can invest your money and increase your

savings in the future.

● Exchange Traded Funds or EFTs.

● Popular Stocks.

● Bonds.

● Real Estate Crowdfunding.

https://www.cnbc.com/2019/12/26/consumers-overspend-by-7400-a-year-here-are-weekly-trouble-spots.html


Not Taking Advantage of 401K Matches
Another mistake you can make is not taking advantage of the 401K matches to increase the

amount of money you can get thanks to your retirement plan.

If you already have a good job offering excellent benefits, you need to speak with your employer

and figure out how much money he contributes to your retirement plan through the 401K

matches.

However, if you are thinking of getting a better job, you need to make sure your next employer

tries to give you the maximum amount of contributions to your retirement plan to maximize your

savings, which is around 6%.

Depending on your agreement with your employer, you will get either a partial matching in your

401K, where he adds a small portion of your contribution to the total amount, or a full matching

which makes your employer deposit an equal amount of money to your contributions.

You also need to check the vesting schedule of your 401K to know exactly how much of the

contributions you can keep for yourself after working for several years at your company.

Not Planning for Taxes
Not planning for taxes can become a huge mistake that will cost you hundreds or thousands of

dollars every year and substantially reduce your savings if you are not careful enough.

During your retirement, you could still get taxed through your social security number and

investment portfolio, which accounts for most of your sources of income at that age. This means

you will lose a chunk of your total savings when paying taxes to the government.

https://www.forbes.com/advisor/retirement/what-is-401k-match/
https://www.finra.org/investors/learn-to-invest/types-investments/retirement/managing-retirement-income/taxation-retirement-income


Thankfully, you can solve this problem by consulting with the top financial experts or certified

professionals on companies like Outlook Wealth Advisors that have many years of experience

working with tax laws and financial planning.

They can help you build the perfect retirement plan for your situation and use their tax laws

expertise to legally reduce the amount of money you must pay the government in taxes every

year.

Cashing Out Too Early
If you need money and try to cash out your retirement plan, you are making a big mistake and

will have less money available after you decide to retire from your job.

Cashing out early could trigger additional taxes of 10% as a penalty for not waiting until the

appropriate withdrawal time. You will also have to pay extra taxes if you move the money from

where it is to an IRA or a different retirement plan.

Since your retirement plan needs time to mature to reach the optimal level, you must be patient

and let it grow for many years before you cash out your money and get all the benefits.

Not Planning for Retirement At All
Not planning for retirement is another huge mistake you can make since it leaves you with no

money, no plan b, and no other financial assistance after you get older and stop being part of the

workforce in your industry or niche.

This also implies no money for future emergencies or additional expenses you may have later on

in life. This is why you must carefully plan your retirement as soon as you get a decent job and

do everything you can to increase your savings after you stop working.

Increasing Your Debt Before Retirement

https://www.outlookwealth.com/
https://www.irs.gov/newsroom/heres-what-people-should-know-about-taking-early-withdrawals-from-retirement-plans
https://www.forbes.com/sites/jrose/2017/01/27/9-financial-advisors-what-happens-when-you-dont-save-for-retirement/?sh=4984ae447ff3


Increasing your debt before retirement is a mistake you must avoid if you want to protect your

savings and avoid losing most of the money you worked so hard to get at your job.

Since interest rates are going up every year, all the debt you have accumulated will continue to

grow unless you pay it on time. This situation could lead you to owe thousands of dollars to the

government and potentially face legal consequences if you don't pay your debt in the future.

To avoid this problem, you must develop a financial strategy that allows you to pay off your debt

and slowly save money for your retirement at the same time.

Not Covering Health Cost
Not covering health costs in your retirement plan is a mistake that most people make, leaving

them with little to no money to pay for their healthcare or afford any other hospital bills if they

become ill in their later years.

That's why you must add this variable to your retirement plan and invest in a good health

insurance program that can cover all the costs related to your well-being as a retiree.

What is Next?
Now, you must use this information to slowly work on your retirement plan and cover all the

mistakes you are making when saving, investing, and managing your money before you decide to

retire at 50-60 years old.

If you are still confused about any of these topics and want more information about your

retirement plan, you can ask questions in the comments below or consult a financial advisor who

can guide you step by step through this process.

https://www.cnbc.com/2022/03/10/heres-what-to-know-about-managing-your-debt-in-retirement.html
http://testing.hvsfinancial.com/hvsfinancial/wp-content/uploads/2020/03/Health-in-Retirement-Planning.pdf

