
Maximize Your 401(k): How to Turn Your Employer Plan into a 
Powerful Retirement Engine

For many working professionals, their 401(k) plan is the largest retirement account they will ever own—yet it’s 
often one of the most overlooked. People contribute automatically, select investments once, and rarely revisit their 
strategy. Unfortunately, that can lead to missed opportunities, unnecessary risk, or even leaving money on the 
table.

At Klaas Financial, we believe your 401(k) should be a powerful retirement engine, not just a box to check. Here’s 
how to make sure your employer plan is truly working for you.

Why Your 401(k) Matters More Than You Think

A 401(k) is a tax-advantaged retirement account offered through your employer that allows you to invest directly 
from your paycheck. Its biggest advantages include:

Tax benefits – Traditional contributions may reduce your taxable income today, while Roth contributions can 
provide tax-free income in retirement.
Automatic investing – Contributions come directly from your paycheck, helping you save consistently 
without relying on willpower.
Long-term growth – Over time, compounding can turn steady contributions into significant retirement 
savings.

The key is treating your 401(k) as a strategy, not an afterthought.

Don’t Leave Free Money on the Table

If your employer offers a matching contribution, this is the single most important rule of 401(k) success:

Always contribute enough to receive the full employer match.

An employer match is not a bonus—it should be considered part of your compensation. For example, if your 
employer matches 50% of your contributions up to 6% of gross pay and you contribute less than that, you’re 
effectively declining a portion of your salary.

From an investment standpoint, the employer match provides an instant return—often 50%, 100%, or more—
before market growth even begins. There is no safer or faster return available elsewhere.

How Much Should You Be Saving?

A common guideline is to aim for 10%–15% of your annual income, including employer contributions. While that 
may feel unrealistic for some, what matters most is starting early and increasing over time.

Helpful strategies include:

Increasing contributions when you receive a raise or bonus



Using automatic contribution increases (auto-escalation), often set at 1% per year
Gradually working toward your long-term savings goal

Small increases today can have a major impact over 15–20 years.

Traditional vs. Roth 401(k): What’s the Difference?

Many employer plans now offer both traditional and Roth 401(k) options.

Traditional 401(k): Contributions are pre-tax, grow tax-deferred, and are taxed when withdrawn in retirement.
Roth 401(k): Contributions are made after tax, but growth and qualified withdrawals in retirement are tax-free.

Which is better? The answer depends on your current and future tax situation. If you expect to be in a higher tax 
bracket later, Roth contributions may be most beneficial. If you expect lower income in retirement, traditional 
contributions may make more sense.

For many investors, using a combination of both creates valuable tax flexibility in retirement. A financial advisor 
or tax professional can help determine the best approach for your situation.

How Should Your 401(k) Be Invested?

To make your 401(k) work effectively, two things must happen:

1.  You must fund the account consistently
2.  You must invest the money wisely

Most plans offer multiple investment options, which can feel overwhelming. A sound investment strategy typically 
includes:

Diversification across stocks and bonds
Exposure to U.S. and international markets
A risk level aligned with your time horizon

If retirement is decades away, being too conservative can be risky due to inflation. If retirement is near, excessive 
risk can expose you to market downturns at the wrong time.

Many plans also offer target-date funds, which automatically adjust risk over time based on your expected 
retirement year. These can be a great solution for simplicity.

Importantly, your investment strategy should evolve as your life evolves.

At least once per year, review:

Your contribution rate
Your investment allocation
Whether rebalancing is needed
Your beneficiary designations

Major life events—marriage, children, promotions, or job changes—are also good times to review your planning 
strategy.

What’s New for 401(k) Plans in 2026?

There are several important updates this year:

The maximum 401(k) contribution limit has increased to $24,500
Individuals age 50 and older may contribute an additional $8,000 as a catch-up contribution
Those ages 60–63 may be eligible for an alternate enhanced catch-up contribution of $11,250
People deemed as “High earners” and making catch-up contributions are now required to make those 
contributions as Roth



Higher limits mean greater opportunity—but also more reason to be intentional with your retirement strategy.

Final Thoughts

Paying attention to your 401(k) matters. A few small adjustments each year can make a meaningful difference over 
time. The decisions you make today won’t just impact retirement—they’ll shape your future freedom, flexibility, and 
peace of mind.

If you’re unsure whether your 401(k) is optimized, Klaas Financial can help you review your plan and 

make informed decisions that align with your long-term goals.
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