
Managing Your Retirement 
Plan When Switching Jobs

To maximize your savings, understand your options – if any – for your 
retirement plan when you switch jobs.

Changing jobs can impact your retirement plan. 
To minimize disruptions to your contributions and 
the vested portion of your previous employer’s 
contributions, it’s important to understand the choices 
you may have when you make a career transition. We 
offer the following key considerations:

Option 1: Stay
Your previous employer may allow you to keep 
the money in your plan, an attractive option that 
keeps things undisturbed while allowing you to 
accumulate tax-deferred earnings potential. While 
you cannot make further contributions, you still 
maintain control of how the money is invested. 
Typically, annual distributions must begin after you 
reach age 73. 

Option 2: Let ‘Er Roll
You can transfer the money into your new 
employer’s plan, which continues your tax-deferred 
growth potential. However, there may be rules 
associated with rolling over your money. Review 
your new plan and restrictions carefully before 
selecting this option. If you take money out, 
withdrawals will be taxed at current rates, with 
those made before you reach age 59 1/2 subject to 
a 10% additional federal tax.

Option 3: Cash Out
You may elect to withdraw your money in cash 
either in a lump sum or in installments, though you’ll 
face tax consequences: Distributions incur a 20% 
federal withholding as well as standard income 
tax. And if you’re under age 59 1/2, you’ll pay an 
additional 10% federal tax. State and local taxes 
may also apply, which collectively could sharply 
reduce the amount you retain.

Option 4: Transfer into an IRA
You can also roll all or part of your money into an 
Individual Retirement Account (IRA). If you do so 
within 60 days, you’ll avoid both penalties and 
withholding taxes. An IRA offers continued tax 
deferral for retirement, though you should check to 
see whether fees or commissions will be assessed.

Depending on your circumstances, the money that 
you accumulate in an employer’s plan may be a 
major source of retirement income. How you choose 
to manage it can have a profound impact on your 
retirement savings. Discussing the options with a 
financial professional can help maximize your savings.
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� Reduce expenses where possible. Be mindful of your spending habits to see where you 
can cut back. Even small changes add up. Maybe you can shave off some expenses by 
packing your own lunch instead of ordering takeout, for example, or by taking steps to 
reduce or eliminate overdraft fees or other banking expenses.

� Make reducing debt a priority. Interest charges can add up quickly, so do what you can 
to decrease what you owe.

� Donate or sell what you’re not using anymore. If you have antiques in your attic, an 
older computer you’re not using, books you’ll never read again—or something else—
consider selling or donating them. Selling brings in extra cash, and qualified donations to 
charities are tax deductible.

� Create an emergency fund. If you don’t already have funds set aside for emergencies, 
try to contribute a set amount every week to a savings account so you can be better 
prepared. A $20-per-week contribution, for example, will add up to $1,040 per year (not 
including interest).

� Work with a financial professional. Saving money and cutting back expenses is a great 
start, but a financial advisor can help you determine if you’re saving enough—and what 
might be the best investments to help you address your financial goals.
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