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Today’s Agenda
• Why We Save 

• Understand Why Investing Matters

• Basics of Investing

• Invest for Different Life Stages 

• Cost of Investing

• MERS Structure for Success

• Utilizing MERS Resources
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Why We Save



Why We Save

MERS of Michigan | 5

To ultimately reach our financial goals 



Retirement Goal
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TIME WITH 
FAMILY 

HOBBIES,
LEISURE

TRAVEL VOLUNTEERING 

Have enough money set aside at retirement to feel 
comfortable that you will be able to cover your 
expected expenses.



Understand Why 
Investing Matters
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125 Years of Inflation (1992-2016) from the Consumer Price Index (CPI) 
from the U.S. Bureau of Labor Statistics
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2Assumes hypothetical 6% annual investment return, 3.22% 
annual inflation rate and 1.35% annual savings return, which 
is not representative of the performance of any investment. 
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3Assumes hypothetical 6% annual investment return, which 
is not representative of the performance of any investment. 
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4National Center for Health Statistics, National Vital Statistics Reports. Web: www.cdc.gov/nchs.
5Web: https://en.Wikipedia.org/wiki/List_of_the_verified_oldest_people

http://www.cdc.gov/nchs
https://en.wikipedia.org/wiki/List_of_the_verified_oldest_people
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Basics of Investing



Why We Invest
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By investing your money in the market, you allow the 
money that you contribute to work for you and grow. 

Your Contributions

Investment Gains

Savings Goal



What Determines Your Investment Returns?
As an investor, your 
money can be exchanged 
for a variety of assets.
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STOCKS



Types of Asset Classes
Groups of investments that have: 

• Similar characteristics
• Behave similarly in the marketplace 
• Subject to the same laws and regulations

MERS of Michigan | 19

STOCKS BONDS CASH



What are Stocks?
Own a portion of company
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Company A

Stock

STOCKS



Assortment of Companies
Where you invest your money can give you 
different opportunities.
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Different 
Countries

Small and Large 
Companies

Variety of 
Industries

STOCKS



Return History of Stocks
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STOCKS

30-year 
Average 
Return

12.0%

Investment Gains (Reward)

Investment Losses (Risk)

Returns shown are for the S&P 500 Index (1988 - 2017)
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What are Bonds?
Loaning money to a company
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BONDS

Company A

Your Money
Your Money

Annual Interest Annual Interest Annual Interest



Interest Rate Varies
The amount of money a borrower will pay you 
in interest depends on three key factors.
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BONDS

Short Term Medium Term Long Term

Government Stable Company Startup Company

United States Developed Country Emerging Country



Return History of Bonds
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30-year 
Average 
Return

6.5%

BONDS

Investment Losses (Risk)

Returns shown are for the Bloomberg Barclays US 
Aggregate Bond Index (1988 – 2017)

Investment Gains (Reward)
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Risk Tolerance
How comfortable are you with risk? 
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37.2%

12.0%

-36.6%

Stocks

-2.9%

6.5%

18.5%

Bonds

Returns over last 30 Years (1988 - 2017)



Diversification
An investor can lower their risk, while still 
reaching higher returns, by diversifying their 
portfolio of investment funds.
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Take our free Risk Tolerance Quiz 
in your myMERS account.

Return Comparison
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37.2%

27.8%

18.5%
12.0% 9.3% 6.5%

-36.6%

-15.7%
-2.9%

Stocks
Diversified

(50/50) Bonds

Returns over last 30 Years (1988 - 2017)



Invest for Different 
Life Stages:

Working Career



Tip #1
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START SMALL
Cut your spending by about $25 a week ($100 a month) 
and invest that money.

$29,082 

$69,299 

$142,471 

15

25

35

Ye
ar

s 
In

ve
st

ed

Account Value Over Time

Example: Assumes a $100 
monthly contribution and a 6% 
average annual total return, 
which is not representative of the 
performance of any investment.



Tip #2
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COMPARE TAX BENEFITS
Consider making contributions before taxes are withdrawn.

Sample Bi-Weekly Paycheck No Contribution Roth 457 Pre-Tax 457
Gross Wages: $2,000.00 $2,000.00 $2,000.00
Contributions:

Pre-Tax 457 $0.00 $0.00 $50.00
Roth 457 $0.00 $50.00 $0.00

Taxes:
Federal Income Tax $252.52 $252.52 $239.32
State Income Tax $85.00 $85.00 $82.46
Social Security Tax $124.00 $124.00 $124.00
Medicare Tax $29.00 $29.00 $29.00

Net Pay (take-home pay): $1,509.48 $1,459.48 $1,465.22
Net Change to Take-Home N/A -$50.00 -$44.26



Tip #3
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START EARLY
The age you start saving will determine how big your 
contributions will be each paycheck. 

AGE 25
$50 per pay

AGE 35
$100 per pay

AGE 45
$225 per pay

Example: People at different ages trying to reach $175,000 
by the time they retire at age 62 with an investment return of 
6% and biweekly pay periods, which is not representative of 
the performance of any investment. 



$177,316

$139,135

25 30 35 40 45 50 55 60 62
Age

Tip #4
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CREATE AN EMERGENCY SAVINGS
Build up a savings fund to use for emergencies to avoid 
stopping contributions to your retirement in the future. 

Stopping 
Contributions 
for 5 Years to 
Repay Loan

This hypothetical example illustrates the effect of stopping contributions 
for 5 years. Contributions are $50 bi-weekly, with investment earnings of 
6%, which is not representative of the performance of any investment. 



Tip #5
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EVALUATE HOW YOU CONTRIBUTE
Consider starting your contributions as a percentage-of-
pay instead of a straight dollar amount

$177,316 
$231,105

$50 Per-Pay 3% of Pay

Example: 25 Year old participant making $40,000, 
salary growth rate of 2%, retiring at age 62, and 
investment returns of 6%, which is not representative 
of the performance of any investment. 

Retirement Savings at 62



Tip #6
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INCREASE YOUR CONTRIBUTIONS
Consider increasing your percentage of contributions by 
1% each year. 



Invest for Different 
Life Stages:

Personal Life



Tip #1
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GATHER INFORMATION
Take a look at your goals, income, savings and risk profile.

John’s Profile
Current Age 33
Retirement Age 62
Income $38,000
Savings $11,000
Contribution Rate 3%
Employer Match Up to 5%
Risk Profile Aggressive

Mary’s Profile
Current Age 30
Retirement Age 62
Income $46,000
Savings $42,500
Contribution Rate 10%
Employer Match Up to 5%
Risk Profile Conservative



Tip #2
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DEVELOP A NEW PLAN
After reviewing you and your spouse’s retirement profile 
and making a list of action items, implement them. 

John and Mary’s Profile
Current Ages 33 & 30
Retirement Age 65 & 62
Combined Income $84,000
Combined Savings $53,500
Combined Contribution Rate 8%
Employer Match 5%
Risk Profile Moderate



Tip #3
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ADJUST ASSET ALLOCATION
Protect the assets you have accumulated by investing 
more conservatively. 

60% 
Stocks



Tip #4
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EVALUATE YOUR ASSET ALLOCATION
Subtract your age from 100 to find out what percentage 
of your investments should be allocated to stocks. 

Age 25

75% 
Stocks

25% 
Bonds

Age 40

60% 
Stocks

40% 
Bonds

Age 55

45% 
Stocks55% 

Bonds
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Example: Based on a starting balance of $100,000 
at age 50 and assumed investment return of 6% 
per year until age 62, which is not representative 
of the performance of any investment. 

Tip #5
MAKE ADDITIONAL CONTRIBUTIONS
After maxing out your annual contributions, consider 
making additional “Catch-Up” contributions. 



Cost of Investing



Types of Investment Costs
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Administration Investment Management

Recordkeeping Transaction



How Fees Are Charged
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$50

N/A

$10

$50

Divorce $150

$100

$50

Loan $100

$1,000

$1,000 $10,000 $100,000

Account Fee 

Per-Service Fee

% of Assets
(this example 
uses 1% of assets)

Account Balance 



What Are My Plan Fees?
Investment information is available at mersofmich.com
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What Are My Plan Fees? (cont’d)
Investment information for participants is available at mersofmich.com
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$71,600

$60,371

$51,979

$44,752

Growth of $10,000 over 30 Years

How Costs Impact Your Account Balance
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This hypothetical example illustrates the effect fees can have on $10,000 growing 
for 30 years, at an annual return of 7%, before the different investment costs are 
considered which is not representative of the performance of any investment. 

2.00%

1.50%

1.00%

0.43%



MERS Structure 
for Success



Your Investment Choices

You’re returns will be based on the choices you make.
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Diversification CostsRisk Tolerance



Which Investment Would You Choose? 
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Real-Estate 
Stocks

International 
Stocks

Financial 
Industry 
Stocks

Foreign 
Bonds

Utility 
Industry 
Stocks

Energy 
Industry 
Stocks

Technology 
Industry 
Stocks

Long-Term
Bonds

Small-Size 
Company 

Stocks

Large-Size 
Company 

Stocks

Mortgage-
Backed 
Bonds

Fixed 
Accounts

Health-Care 
Industry 
Stocks

Energy 
Industry 
Stocks

Money 
Market 

Short-Term
Bonds



Choosing Where to Invest Your Money
As an investor, you have many different options of 
where you can invest your savings. 
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Select an 
Asset Class Demonstrated 

Long-Term 
Success Most Cost 

Effective Fees Organize 
Investment 

Options



Review Asset Classes
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Real-Estate 
Stocks

International 
Stocks

Financial 
Industry 
Stocks

Foreign 
Bonds

Utility 
Industry 
Stocks

Energy 
Industry 
Stocks

Technology 
Industry 
Stocks

Long-Term
Bonds

Small-Size 
Company 

Stocks

Large-Size 
Company 

Stocks

Mortgage-
Backed 
Bonds

Fixed 
Accounts

Health-Care 
Industry 
Stocks

Energy 
Industry 
Stocks

Money 
Market 

Short-Term
Bonds



Step 1: Select an Asset Class

MERS of Michigan | 53

International 
Stocks

Manager A
Rating: 6 

$$

Manager B
Rating: 9 

$$$
Manager C

Rating: 4 
$$

Manager D
Rating: 9 

$ Manager E
Rating: 8 

$

Manager F
Rating: 9 

$$

Real Estate 
Stocks

Manager A
Rating: 6 

$$

Manager B
Rating: 9 

$$$
Manager C

Rating: 4 
$$

Manager D
Rating: 9 

$ Manager E
Rating: 8 

$

Manager F
Rating: 9 

$$

Long-Term 
Bonds

Manager A
Rating: 6 

$$

Manager B
Rating: 9 

$$$
Manager C

Rating: 4 
$$

Manager D
Rating: 9 

$ Manager E
Rating: 8 

$

Manager F
Rating: 9 

$$

Large-Size 
Company 

Stocks

Manager A
Rating: 6 

$$

Manager B
Rating: 9 

$$$
Manager C

Rating: 4 
$$

Manager D
Rating: 9 

$ Manager E
Rating: 8 

$

Manager F
Rating: 9 

$$

Small-Size 
Company 

Stocks

Manager A
Rating: 6 

$$

Manager B
Rating: 9 

$$$
Manager C

Rating: 4 
$$

Manager D
Rating: 9 

$ Manager E
Rating: 8 

$

Manager F
Rating: 9 

$$

Short-Term 
Bonds

Manager A
Rating: 6 

$$

Manager B
Rating: 9 

$$$
Manager C

Rating: 4 
$$

Manager D
Rating: 9 

$ Manager E
Rating: 8 

$

Manager F
Rating: 9 

$$



Step 2: Determine Who’s Successful
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Real Estate 
Stocks

Manager A
Rating: 6 

$$

Manager B
Rating: 9 

$$$ Manager C
Rating: 4 

$$

Manager D
Rating: 9 

$ Manager E
Rating: 8 

$

Manager F
Rating: 9 

$$



Step 3: Determine Who’s Cost Effective
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Real Estate 
Stocks

Manager B
Rating: 9 

$$$

Manager D
Rating: 9 

$

Manager F
Rating: 9 

$$



Step 4: Simplify Investment Name
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Manager D
Rating: 9 

$

Real Estate
Stock

“Cohen & Steers 
Realty Shares”



MERS Investment Menu
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Retirement Strategies
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A one-stop investment strategy based on 
your expected retirement date.



Utilize MERS
Resources
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Building Your Retirement Picture

Calculating Your Retirement 
Picture—Made Easy

Information already entered:
• Age
• Income
• MERS Benefits

Information you may add:
• Spouse’s Information
• Outside Accounts
• Other Contributions
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Your Retirement Picture

Full Personalized Report
• Determines your 

retirement income needs
• Calculates your retirement 

savings target
• Evaluates your 

investment mix based on 
your risk tolerance 
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Your Retirement Picture, cont’d.

Suggested strategies
• Change investment mix
• Change contribution rate
• Change retirement age
• Change income 

replacement ratio



Contacting MERS of Michigan

65

MUNICIPAL EMPLOYEES’ 
RETIREMENT SYSTEM

1134 Municipal Way
Lansing, MI 48917 

800.767.MERS (6377)
www.mersofmich.com

This presentation contains a summary description of MERS benefits, policies or procedures. MERS has made 
every effort to ensure that the information provided is accurate and up to date. Where the publication conflicts 
with the relevant Plan Document, the Plan Document controls.
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