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Related Tickers

ARBA
CGNX
FDS
MANH
MORN
RF
SEAC

ARIBA, INC.

ARBA  $8.95 -0.13 (-1.43%) [4:00 PM]

CAPS Rating:

21 Outperforms
12 Underperforms
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Rate This Stock

Related Ar ticles about ARBA

Save Yourself From Massive Losses[3/21/2007 10:07:00 AM]
Why Being a Loser Stinks[2/1/2007 12:18:39 PM]

ARBA RSS Feed

Major  Indices

S& P 500 1,494.07 -0.01%

DJIA 13,116.88 +0.09%

RSL 2K 830.20 -0.43%

NASD 2,555.63 +0.05%

Updated: 3:55:46 PM

Sponsored by: 

The Motley Poll

How would you descr ibe your  level of investing exper ience?

Newbie: I'm just getting started.
Intermediate: I know the basics.
Proficient: I'm comfortable with many aspects of investing.
Expert: Others seek out my advice.
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Retire Young Enough to Enjoy I t
By Chuck Saletta
April 23, 2007

What is your top priority in life? Is it your money? The stuff that money can buy? Or is the time you have 
available to spend with your family, friends, and loved ones at the top of your list?

If your family is your top priority, then I'm sure you've thought about how much more time you'd have to spend 
with them if you no longer had to work. Yet with pension plans crumbling, you may be wondering whether you'll
ever be able to retire, much less retire young enough to spend quality time with those you love.

Oppor tunity knocks
Fortunately for you, the demise of the traditional pension plan has been met with new tools. If you use them to 
their full advantage, they can be much better than the pension whose payments you may never see. Chief among 
them are programs that go by the names 401(k) and IRA. Unlike a pension, these plans aren't automatic, and they
do require that you actively contribute your own money. If you choose to aggressively participate in those plans 
available to you, though, you'll have a legitimate shot of retiring early.

For many of us younger than 50, the 2007 annual contribution limits for our 401(k)s and IRAs are $15,500 and 
$4,000, respectively. If you're married and both you and your spouse work, that's $39,000 you can sock away this
year across those two plans. If you both happen to work for companies that match your 401(k) contribution at 
$0.50 for every dollar, that's another $15,500 that could be socked away on your family's behalf.

If you're fortunate enough to work for one of these companies, you've got a decent match to help you along your 
way:

Company Match

Ar iba (Nasdaq: ARBA) $0.50 for $1 up to 6%

Cognex (Nasdaq: CGNX) $0.50 for $1 up to 6%

FactSet Research Systems (NYSE: FDS) $1 for $1 up to 4%
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Manhattan Associates (Nasdaq: MANH) $0.50 for $1 up to 6%

Morningstar  (Nasdaq: MORN) $1 for $1 up to 7%

Regions Financial (NYSE: RF) $1 for $1 up to 6% (pre tax) or $0.50 for $1 up to 6% (after tax)

Sea Change International (Nasdaq: SEAC)$0.25 for $1 up to 6%

All told, including a generous employer match of $0.50 on every dollar you contribute, that's a potential of 
$54,500 to be put aside for your family in the next year alone. If you invest that much every year for the next 11 
years and earn about 10% annually -- near the market's historical return rate -- you'll wind up a millionaire. Keep 
it up for a shade more than 16 years, and you'll have topped the $2 million mark. After 20 years, you'll pass the 
$3 million level.

Granted, this is an aggressive plan for most people, but it goes to show how following a disciplined savings plan 
and taking advantage of your company's benefit plan can help you accumulate a sizable nest egg for your 
retirement years.

You can take it with you
Best of all, thanks to two key provisions of the laws surrounding 401(k)s and IRAs, you can retire early without 
sacrificing your benefits. The first is that you're immediately vested in your contributions, and under most 
circumstances, you're vested in your employer's contributions after no longer than five years of service. Being 
vested means that the money is yours to take with you if you leave the company. The second is that, thanks to a 
technique known as "substantially equal periodic payments," you can withdraw your money from those accounts 
before the normal retirement age, without penalty.

Thanks to those rules, you have a far better shot at early retirement with 401(k)s and IRAs than you ever would 
with a pension. After all, most pension rules heavily weight your potential benefits on your years of service and 
severely penalize early separations. Of course, the drawback to modern retirement tools is that they're far more 
dependent on your active contributions than a pension -- but isn't your early retirement worth it?

Get real
I know that going from $0 to $39,000 in annual savings is no small task. Realize, though, that the $39,000 may 
not all have to come out of your pocket. If your 401(k) is a traditional 401(k), that money comes out of your 
paycheck pre-tax. If you're in the 25% tax bracket, maxing out your and your spouse's 401(k)s will set you back 
$23,250 in spendable cash. That's less than $1,000 a month each. It's not exactly pocket change, but it does work 
out to slightly less than $32 for each of you, every day. Add in the daily $11 each it takes to max out your IRAs, 
and you're looking at a total per-person price tag of around $43 every day to retire within the next 11 to 20 years.

It's still a lot of money, but if you look hard enough, you just might find a good deal of it hiding in your lifestyle. 
Can you:

Keep your cars until they're ready for the scrap heap? 
Brown-bag your lunches? 
Brew your own coffee rather than buy it at the specialty store? 
Switch to generics and store brands from the national brands? 
Shift from "nights on the town" to "take-out pizza and a rental movie"? 
Downsize your cable package? 
Adjust your thermostat a few degrees warmer in the summer and cooler in the winter? 
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Pay off existing debts, and then invest your former monthly payments? 
Invest a sizable chunk of your raises? 

While you may not get there all at once, the sooner you get started and the bigger the commitment you make to 
your retirement, the faster you'll reach your goal. If that goal is spending extra time with your family, then getting 
started now can add years to your tally.

Your  first step
With pension plans falling by the wayside and getting replaced with 401(k)s and IRAs, your retirement is more 
in your hands than ever before. The good news is that if you make the right moves, it can come sooner and be 
better than you ever thought possible. Motley Fool Rule Your Retirement leader Robert Brokamp and his team 
can help you determine what it will take to meet your early retirement goal. Take the next 30 days to check it out 
for free and start building your plan now. You've got nothing to lose, and it just might help you gain valuable 
years with your family.

This article was originally published Dec. 8, 2006. It has been updated.

At the time of publication, Fool contributor Chuck Saletta did not own shares of any company mentioned in this 
article. The Fool has a disclosure policy.
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Retire 15% r icher…

With the same exact investments you have now! It's called "asset location" and it can add as much as 15% to 
your after-tax wealth.

In a new FREE report from The Motley Fool, "The Best Way to Build Your Dream Retirement," you'll discover 
how to ramp up your retirement wealth, while plugging tax leaks that could be sucking your retirement savings 
dry. 

Click here to get your  FREE copy now!
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SPONSORED LINKS

Planning Your Retirement?
Learn ways to invest wisely and feel comfortable with your plan.

Changing Jobs or Retiring?
What will you do with your 401(k) retirement plan? Our free report discusses your alternatives. Request your 
free copy today.

Refinance Rates At 4.9% - Exclusive Offer!
$300,000 Loan For $996/Mo. Get Up To 4 Free Quotes. Save Thousands!

Mortgage Rates at 3.0% - Refinance Now!
$150,000 loan for $391/month - refinance, home equity and purchase.

Name Your Yield for CDs
Bid on CDs through CD Auctions. Higher CD Yields, FDIC-Insured.

These 2 Stocks Have Breakout Potential
Discover why in David & Tom Gardner's SPECIAL REPORT, "The Motley Fool's 2 Top Picks - Plus Wall 
Street's Dirtiest Secret." Note - Since April 2002, David & Tom's Stock Advisor picks are up 55.3% vs. just 
18.7% for the S&P 500. Claim your report FREE.
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