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Your Savings Advantage: Dollar-Cost Averaging
When it comes to retirement investing, it’s important to capitalize on every available edge. One such key 
advantage is dollar-cost averaging. The principle is simple: put a fixed amount of money into an investment 
at regular intervals (e.g., every pay period, as you would with your workplace retirement plan). By systematically 
investing the same amount each period, you spread your purchases over time, resulting in a lower average 
cost per share than if you had invested the money all at once.

Advantages of Dollar-Cost Averaging

Dollar-cost averaging removes most of the emotion and guesswork, efficiently and easily putting several key 
principles of investing to work:

• It’s a long-term strategy that can help you invest on a regular basis over time.

• It helps you avoid a common mistake many investors make: trying to time the market.

• It keeps you on track toward meeting your long-term goals.

Although dollar-cost averaging won’t guarantee a profit or prevent a loss, it may help reduce investment 
risk—and it’s a simple and easy way to build your retirement savings.

Dollar-Cost Averaging at Work

The chart below illustrates how putting $100 per month into the same investment may result in a better 
average share price.

Dollar-Cost Averaging Example

Month Invest Share Price # of Shares Purchased

January $100 $20 5

February $100 $25 4

March $100 $20 5

April $100 $16 6.25

May $100 $16 6.25

$500 $19.40 average price 26.50

Average cost per share = $18.87 ($500/26.50 shares)
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This chart is hypothetical and for illustrative purposes only and is not intended to be a projection of future values of any product. The 
investment return and principal value of an investment will fluctuate, and an investor’s interest, when redeemed, may be worth more 
or less than the principal value. Actual results will vary. Past performance does not guarantee future results.

Dollar-cost averaging is not a foolproof investment technique. It does not assure a profit or protect against loss in declining markets. 
It involves continuous investment in variably priced units, regardless of price fluctuations. Investors contemplating the use of  
dollar-cost averaging should consider their ability to continue purchases over a period of time even when prices are low.

If you’re already contributing to your workplace retirement plan (such as a 401(k) or 403(b)), congratulations! 
You are putting dollar-cost averaging to work for you. The moment might be right to consider increasing the 
dollar amount or percentage that you regularly deposit from your paycheck. Or, if you haven’t enrolled in your 
company’s retirement plan, take the leap today and jump-start your retirement savings!

Best Practices: Retirement Account Review
A worthwhile best practice is to keep tabs on your retirement accounts, particularly as the year winds down. 
Although some favor the set-it-and-forget-it approach, it’s wise to regularly review your accounts to ensure 
that you’re heading in the right direction.

Consider these simple tips to stay on track:

Review your account statements. Whether on a monthly or quarterly basis, it’s important to review 
your statements to ensure that your contributions are deposited in a timely manner and allocated to the 
investment options you elected. In most cases, retirement account statements are made available online, but 
you can request a paper copy instead.

Review your beneficiaries. Naming a beneficiary (or beneficiaries) on your 401(k) account shouldn’t be 
treated as an afterthought. Is an ex-spouse your named beneficiary? Should a new family member be added? 
Review your beneficiary form and make sure the person (or people) you want to receive your assets when you 
pass away is who you intended. Consult an attorney or tax professional if you’re unsure whom to designate as 
your beneficiary.

Reassess your investments. It makes sense to periodically review your account portfolios to be sure that 
your asset allocation (the strategy of dividing your investments among different asset classes, such as stocks 
and bonds) is still in line with your retirement saving goals and risk tolerance. Over time, your asset allocation 
can get out of alignment. When this happens, you can have your account rebalanced, restoring your 
investments to their original allocation.

Alternatively, most 401(k) plans offer target-date funds1—professionally managed mutual funds that 
automatically allocate the appropriate mix of stocks, bonds, and fixed income products according to when 
an investor expects to retire. Another benefit of target-date funds is that they automatically rebalance on a 
periodic basis.

1  Investments in target-date funds are subject to the risks of their underlying holdings. The year in the fund name refers to the 
approximate year (the target date) when an investor in the fund would retire and leave the workforce. The fund will gradually 
shift its emphasis from more aggressive investments to more conservative investments based on its respective target date. The 
performance of an investment in a target-date fund is not guaranteed at any time, including on or after the target date.
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Take advantage of retirement education. As part of their 401(k) benefits offerings, most companies provide 
retirement plan education and workshops. These resources are typically led by a skilled financial professional 
who can help you make positive retirement saving decisions, so it’s a good idea to take advantage of them. 
If you prefer a technological approach, numerous financial planning tools, such as calculators, guides, and 
worksheets, are usually available through your retirement plan.

Just Breathe
Reducing stress is important for your overall health. A simple (and free!) way to relieve everyday stress—and 
something you can do anytime, anywhere—is deep breathing. Breathing routines are often recommended to 
combat tension, headaches, chronic fatigue, concentration issues, and more.

Take a few minutes today to practice this easy routine at home or in the office:

1. Sit up comfortably with your shoulders, head, and neck supported against the back of your chair and
one hand placed on your belly.

2. Breathe in through your nose while letting your belly fill with air—your hand should rise.

3. Breathe out through your mouth, pushing out air while contracting your abdominal muscles.

4. Repeat the routine for two to three minutes.

Observe how good you feel afterward. You’ll be more than likely to do it again and again.
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