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“
Everything should be made as 
simple as possible, but not 
simpler.

~Albert Einstein



Disclosure

The information contained in this guide is for informational purposes only. I am not a lawyer or an 
accountant. Any financial advice that I give is my opinion based on my own experience. 

The material in this guide may link to information by third parties. As such, I do not assume responsibility 
or liability for any third party material. The publication of such third party materials does not constitute my 
guarantee of any information or instruction. 

No part of this publication shall be reproduced, transmitted, or sold in whole or in part in any form, without 
the prior written consent of the author. All trademarks and registered trademarks appearing in this guide are 
the property of their respective owners.

Users of this guide are advised to do their own due diligence when it comes to making investment 
decisions and all information have been provided should be independently verified. 

By reading this guide, you agree that myself and my company is not responsible for the success or failure 
of your investment decisions relating to any information presented in this guide.

©2015 Solari Financial Planning, LLC. All Rights Reserved.
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Preface

What investments should I choose for my 401k? 

This is the number one question I get when I sit down with clients. Many 
companies offer a 401k but provide little help when it comes to making the actual 
investment selections. 

A 401k should be an awesome and exciting benefit to have. It is a great way to 
plan for your future and yet I see many people feel burdened with this decision. 

Trust me we’ve all been there. That is why I’ve decided to create this guide. My 
hope is to help guide you through an easy and straight forward process.
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http://www.solarifinancial.com/analyzing-your-401k-plan/


About  t he Aut hor
Michael realized early on that the financial 

services industry was backwards. Many advisors 
were serving themselves instead of their clients. 
All too often he would speak with people who felt 
uneasy about their plan. 

In 2013, he established a fee-only financial 
planning firm, building it from scratch. The only 
way for an advisor to remain completely 
objective is to be “fee-only,” he says.  Michael 
refuses to accept commissions or sell any 
products. His focus has always been on the 
needs of his clients.

Michael’s experience and expertise has led 
to requests and quotes in notable 
publications, including The Wall Street 
Journal, The Boston Globe, Yahoo! 
Finance, InvestmentNews and Business Insider.
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Michael serves clients from all over the 
country with offices in Bedford, Nashua, NH, and 
now Boston MA. 

When time allows, Michael enjoys chasing his 
son around and traveling to warm destinations 
with his wife Tracy.

http://www.wsj.com/articles/financial-adviser-serves-younger-one-time-clients-via-online-meetings-1415381463?KEYWORDS=michael+solari
http://www.wsj.com/articles/financial-adviser-serves-younger-one-time-clients-via-online-meetings-1415381463?KEYWORDS=michael+solari
https://www.bostonglobe.com/business/2015/09/25/different-world-for-millennials-but-basics-financial-planning-same/7P57psdvOKehKGABmL7FiO/story.html
http://finance.yahoo.com/news/baby-limbo--millennials-struggle-to-find-the-right-time-for-parenthood-163523510.html
http://finance.yahoo.com/news/baby-limbo--millennials-struggle-to-find-the-right-time-for-parenthood-163523510.html
http://www.investmentnews.com/article/20140326/FREE/140329938
http://www.businessinsider.com/smart-things-to-do-with-your-money-in-your-30s-2015-8


St ep 1
Your Cont ribut ion & Com pany M atch



St ep 1 – Cont ribut ion & Mat ch
So how much should you contribute? Most articles say you should put in at least 

enough to get your companies match but that is never enough. What if your company does 
not offer a match? 

Rules to Live By
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Maximize

Your goal 
should be to 
max out your 

401k plan

Contribution

Save at least 15%
of your net income 
towards retirement

Upward

Increase your 
contribution amount 

by at least 0.5% 
each year

Hands Off

Tapping into your 
401k for any 
reason is the 

wrong decision



St ep 1 – Cont ribut ion & Mat ch Cont inued
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How to Calculate Your Savings Rate

Divide retirement savings by 
yearly net pay

1 Net pay check times 
number of pay periods

Add the total yearly amount of 
savings in retirement accounts 
(i.e. IRA, Roth, 401k)2

3

Savings Rate Example: Ed & Patricia
•Number of Pay Periods

•Ed: 26
•Patricia: 24

•Ed’s Net Pay: $3,000
•Patricia’s Net Pay: $1,500
•Total Yearly Net Pay: $114,000

•Ed’s 401k Contribution: $5,000
•Patricia’s 403b Contribution: $4,000
•Ed’s Roth Contributions: $5,000
•Patricia’s Roth Contributions: $5,000
•Total Savings: $19,000



St ep 1 – Cont ribut ion & Mat ch Cont inued

www.SolariFinancial.com

1 2 3

Step Ed Patricia Total

1 $3,000 x 26 = $78,000 $1,500 x 24 = $36,000 $114,000

Step Ed Patricia Total

2a – 401k/403b $192.31 x 26 = $5,000 $166.67 x 24 = $4,000 $9,000

2b - Roth's $416.67 x 12 = $5,000 $416.67 x 12 = $5,000 $10,000

Total $19,000

Step Total Retirement Total Net Pay Savings Rate

3 $19,000 $114,000 16.67%

Divide retirement 
savings by yearly net 

pay

Net pay check 
times number of 

pay periods

Add the total yearly 
amount of savings in 

retirement accounts (i.e. 
IRA, Roth, 401k)



Step 2
Asse t  Allo c a t io n



St ep 2 – Asset  Allocat ion

The farther you are to withdrawing 
from your funds the more aggressive you 
should be. Also, if watching the stock 
market drives you nuts then you are 
probably more conservative. Both 
concepts will determine what percentage
of your portfolio should be stocks vs. 
bonds. 

I have provided steps to determine 
your allocation if your 401k does not offer 
this kind of help.
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Risk Tolerance

How much loss you 
can stomach when 

your 401k loses value

Time Horizon

The period from now 
until you withdraw your 
funds (i.e. retirement)

There are only 2 concepts you need to be 
aware of. Just know that this is the step 
where you diversify your 401k. 

Important Concepts



St ep 2 – Asset  Allocat ion Cont inued
How to Determine Allocation

Here’s a quick and dirty way to figure out your asset allocation. Select your time horizon and 
answer how you feel about the stock market. Add up your score. On the next page match up 
your total score with the corresponding portfolio.
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Time Horizon Score

1 Greater than 10 years 60

2 Greater than 5 years but less than 10 50

3 Less than or equal to 5 years 40

Risk Questionnaire Score

1 The stock market makes me feel uneasy 8

2 I am concerned about the market but it is not on the 
top of my list of concerns

9

3 I rarely worry about what is going on in the stock 
market

10

http://www.solarifinancial.com/investing-should-be-boring/


St ep 2 – Asset  Allocat ion Cont inued

Portfolio Exmples
Below are some examples of what your portfolio might look like. Each piece of the pie is 

called an asset class. Your 401k will have mutual funds that are represented of each asset 
class.  

40%

20%

30%

10%

Portfolio 1

US Large Stocks

US Small Stocks

International Stocks

US Bonds

Score: 70

35%

15%25%

25%

Portfolio 2

US Large Stocks

US Small Stocks

International Stocks

US Bonds

Score: 68-69

35%

10%20%

35%

Portfolio 3

US Large Stocks

US Small Stocks

International Stocks

US Bonds

Score: 60

25%

10%

15%

50%

Portfolio 4

US Large Stocks

US Small Stocks

International Stocks

US Bonds

Score: 58-59

Portfolios are for illustration purposes only.
www.SolariFinancial.com



St ep 2 – Asset  Allocat ion Cont inued

Portfolio Exmples

25%

5%
10%

60%

Portfolio 5

US Large Stocks

US Small Stocks

International Stocks

US Bonds

Score: 50

20%

10%

70%

Portfolio 6

US Large Stocks

International Stocks

US Bonds

Score: 48-49

Portfolios are for illustration purposes only. 
www.SolariFinancial.com



St ep 2 – Asset  Allocat ion Cont inued

Rules to Live By

Buy
•US bonds: 15%

40%

20%

30%

10%

Allocation After Year 1

US Large Stocks
US Small Stocks
International Stocks
US Bonds

35%

15%25%

25%

Original Allocation

US Large Stocks
US Small Stocks
International Stocks
US Bonds

Recap
Determine when you will withdraw from 
your 401k
Find out risk tolerance (here’s one 
Vanguard provides)
Pick allocation
Buy if asset class is <5% of target
Sell if asset class is >5% of target
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Every Year

Review your 
allocation each 

year

Buy/Sell

Sell if asset class is 
>5% of allocation.  

Buy if asset class is 
<5% of allocation.

For illustration purposes only. 

Example

Sell 
•US large stocks: 5%
•US small stocks: 5%
•International stocks: 5%

https://personal.vanguard.com/us/FundsInvQuestionnaire
https://personal.vanguard.com/us/FundsInvQuestionnaire


St ep 3
M aking t he Select ion



St ep 3 – Making t he Select ion
It is now time to actually pick the mutual 

funds you will invest in. There may be many 
mutual funds that look the same. Which one 
do you choose? Once more I have provided 
a quick way to make your investment 
selections.

Important Concepts

Mutual fund fees matter. It is best to 
keep fees as low as you can.
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Mutual Fund Fees

The cost to own a 
mutual fund (i.e. 
expense ratios)

Index Funds

Mutual funds that 
track indeces 

such as the S&P 
500 or the Dow 

Jones

1 Sort all funds by mutual fund expenses 
(smallest to largest)

Choose the funds that have the lowest 
exepenses and fit into your allocation 
(step 2)

2

http://www.solarifinancial.com/active-vs-passive-investment-management/


St ep 3 – Making t he Select ion
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$170 ,596
Lost  In Fees

Portfolio Expense 
Ratios

Initial 
Investment

Tim Horizon 
(yrs)

Average 
Return

Returns Lost to 
Fees

Dollars 
Lost to 
Fees

1 1.0% $500,000 25 6% 14.88% $236,671

2 0.25% $500,000 25 6% 3.47% $66,075

Difference $170,596

For illustration purposes only. 

Why Fees Matter

Mutual fund fees can have profound affects on your portfolio. Even a 0.75% 
difference in fees can impact your portfolio over a number of years. Be aware of 
what your mutual funds cost. If it isn’t clear then speak up and ask.  

http://www.solarifinancial.com/expense-ratios/


All Done!
Congrats! You have made it to the end and should feel good about your investment 
selections. If you have a short attention span and flipped to the end you are in luck. Here is 
a boiled down list of your action steps.

Contribution & Match

Save at least 15% of your net income towards retirement
Increase your contribution amount by at least 0.5% each year
Tapping into your 401k for any reason is the wrong decision
Your goal should be to eventually max out your 401k plan

Asset Allocation

Determine when you will withdraw from your 401k
Find out risk tolerance (here’s one Vanguard provides)
Pick allocation
Maintain allocation after each year

Investment Selection

Sort your 401k by mutual fund expenses
Choose the lower expense mutual funds that corresponds with your allocation
Be confident
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https://personal.vanguard.com/us/FundsInvQuestionnaire


Thank You!
Thank you so much! I hope you enjoyed this guide to your 401k. If you have any 

questions, comments or improvements to this book please send them along to my email 
below.

Interested in working together? Schedule a complementary call to see how you could 
benefit from objective advisor.

Let’s Stay In Touch

www.SolariFinancial.com

http://www.SolariFinancial.com

Michael@SolariFinancial.com

http://www.SolariFinancial.com/schedule-now/

https://www.linkedin.com/in/michaelsolari

https://www.linkedin.com/in/michaelsolari
http://www.solarifinancial.com/schedule-now/
https://www.linkedin.com/in/michaelsolari
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