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Goals and Dreams



Why We Save
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Retirement Goal
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TIME WITH 

FAMILY 

HOBBIES,

LEISURE

TRAVEL
VOLUNTEERING 



How to Invest



Why We Invest
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Your Contributions

Investment Gains

Savings Goal



What Determines Your Investment Returns?
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STOCKS



Types of Asset Classes
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STOCKS BONDS CASH



What are Stocks?
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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

10.4%

Investment Gains (Reward)

Investment Losses (Risk)

Returns shown are for the S&P 500 Index (1990 - 2019)
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What are Bonds?
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BONDS

Company A

Your Money
Your Money

Annual Interest Annual Interest Annual Interest



Interest Rate Varies
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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

5.8%

BONDS

Investment Losses (Risk)

Returns shown are for the Bloomberg Barclays US Aggregate Bond Index (1990 – 2019)
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Diversification
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Return Comparison
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37.6%

28.0%

18.5%

10.4% 8.5% 5.8%

-37.0%

-15.9%
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Stocks
Diversified

(50/50) Bonds

Returns over last 30 Years (1990 - 2019)



Cost of Investing



Types of Investment Costs
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Administration Investment Management

Recordkeeping Transaction



How Could Fees Be Charged

MERS of Michigan | 19

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

Account Fee $50 $50 $50

Per-Service Fee N/A Divorce $150 Loan $100

% of Assets $10 $100 $1,000
(this example 

uses 1% of assets)

Account Balance 



Growth of $10,000 over 30 years (after fund expenses)

Impact of Fees on Account Balance

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.

$72,246 

$60,371 

$51,979 

$44,752 

$11,875 

$20,267 

$27,494 

Account Balance Amount Paid in Higher Fees

2.00%

1.50%

1.00%

0.40%

Fund Expense
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Types of Retirement 

Accounts



Types of Accounts
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Retirement

Plans

Supplemental

Savings

Programs

Health Care Programs



Retirement Plans

Steady Income Stream

Account Balance

MERS of Michigan | 23

Year 1 2 3           4           5 6 7 8 9 10         11…



457 Supplemental Savings Program
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Tax Benefit Comparison 
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Rollover/Transfer Contributions 

• Eligible rollovers include: 

– Qualified Plans (ex: profit sharing, 401(k), money 

purchase and defined benefit plans)

– 403(b)

– 457(b) 

– IRAs (including traditional, SIMPLE and SEP) 
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Individual Retirement Account (IRA)

• A tax-advantaged individual retirement 

account

• MERS IRA is available to ALL current and 

former employees (and their spouses) of 

municipalities that are eligible to enroll in a 

MERS plan
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You must be earning taxable income to contribute to an IRA

Annual Contribution Limit
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2020

Under Age 50
$6,000

Age 50+ 

$7,000



Key Differences – Roth vs. Traditional

Roth Traditional

Tax Advantages Contributions are post-tax; 

qualified withdrawals provide 

tax-free income

Contributions may be tax 

deductible; withdrawals are 

subject to income tax

Income Restrictions Income limits apply No income limit

Early Withdrawal 

(Before Age 59½) 

Withdrawal of contributions

– no penalty any time

Withdrawal of earnings –

10% penalty and income tax

10% penalty and income tax 

on amount withdrawn
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Key Differences – Roth vs. Traditional, cont’d

Roth Traditional

Taxes on Withdrawals 

(After Age 59½)

No Yes

Required Minimum 

Distributions (RMDs)

No Yes

Beneficiary Taxes 

(After IRA Owner’s Death)

No Yes

Rollovers Accepts rollovers from Roth 

457 programs, Roth 401(k) 

plans, and Roth IRAs

Accepts rollovers from pre-tax 

457 programs, 401(k) plans, 

and Traditional IRAs
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Why Choose a Roth IRA?

Tax-free Earnings

Emergency savings

Estate planning
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Why Choose a Traditional IRA?

No income limit

Rollovers

Tax deduction
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Health Care Programs
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What is a Health Savings Account (HSA)?

• A savings account for the purpose of funding qualified 

medical expenses

• May be available through your current employer, a 

bank, credit union, or insurance companies

• Used to supplement a high deductible health plan 

(HDHP is classified as having a minimum deductible of 

$1,400 per year for an individual or $2,800 for a family 

in 2020)
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You must meet eligibility requirements to contribute

Annual Contribution Limit
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2020

Single
$3,550

Family
$7,100



Advantages
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Money can be deposited into an HSA on a pre-tax basis

You are not taxed on any account withdrawals for qualified 
medical expenses

Interest earned on your HSA funds is not taxed

You can carry over your account balance annually

Beginning at age 65, your account balance may be used 
penalty-free for any expense – not just medical costs!



Qualified Expenses
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Enrollment Information & 

MERS Resources



457 Program
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IRA Enrollment
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www.mersofmich.com/ira



Your Resources
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myMERS
Online 

Account

Pizza & 
Planning 
Events

Quick Bite 
Webinars

Social Media

Service 
Center

Ongoing 
Education & 
Statements



MERS Website
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www.mersofmich.com

The MERS Video Library 

Calculators 

Publications and forms

Upcoming events live and online



Contacting MERS of Michigan

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.


