
Stay on track with your
retirement goals

Understand your options 
for your retirement account



You’ve been planning for your 
future and saving for retirement. 
Now that you’re leaving your job, 
you’re faced with an important 
financial decision: What to do with 
your savings to stay on track with 
your retirement goals.

Investments are not FDIC-insured, nor are they deposits of or guaranteed by a bank or any other entity, so they may lose value. 



It’s a big decision, and one that  
could have an impact on your  
future. Use this brochure to learn 
about your options, then talk to  
your plan’s financial professional  
for additional information. 

Where do you go from here? 
The choice is yours.

For current information and month-end investment results, visit capitalgroup.com (IRAs), capitalgroup.com/retire, the web address 
on your statement (retirement plans) or ask your plan’s financial professional or your employer.

This content, developed by Capital Group, home of American Funds, should not be used as a primary basis for investment 
decisions and is not intended to serve as impartial investment or fiduciary advice.

Tax issues involving IRAs can be complex. Please consult with your tax or legal advisor before making any decisions.



Roll over to an IRA

To help keep your retirement savings 
invested with the potential for growth, 
you can roll the money into an individual 
retirement account (IRA). Rolling your 
savings into an IRA offers a number of 
tax and other advantages:

Greater flexibility
With an IRA, you typically have fewer restrictions when 
accessing your money than you would in an employer’s 
retirement plan. 
For example, you can generally take out any amount you 
want, whenever you want (called “ad hoc distributionsˮ). 
Some retirement plans don’t offer ad hoc distributions. 

In addition, penalty-free early withdrawals are allowed for a 
qualified first-home purchase (up to $10,000), for qualified 
higher education expenses, and for the payment of certain 
health insurance and medical bills. By contrast, withdrawals 
made for the same reasons from your retirement plan may be 
subject to tax penalties for early withdrawals. 

An IRA often offers you a wider range of investment choices 
than is available in your employer’s plan. When considering an 
IRA rollover, you should take into account the objectives, risks, 
results and expenses of these investments, as well as fees and 
expenses for the IRA.

Please note: You must begin taking required minimum 
distributions (RMDs) from a traditional IRA when you reach 
age 73. Amounts held in a Roth IRA are exempt from lifetime 
minimum distribution rules. 

Tax considerations
Rolling over to an IRA provides the same tax-deferred 
growth advantage that you received through your employer’s 
retirement plan. If you have additional retirement plan accounts 
from other former employers, you may want to consider 
consolidating them into an IRA as well.

You can roll your pretax savings directly into a traditional IRA 
and your Roth 401(k) savings into a Roth IRA without penalty. If 
you prefer, you can roll pretax savings into a Roth IRA, but it is 
important to be aware that there will be tax implications.

   Unsure what to do?
To learn more about your options, contact your plan’s 
financial professional and visit capitalgroup.com/retire. 
There you’ll find information that can help you evaluate 
your options. Because tax issues can be complex, please 
consult your tax advisor before making decisions.



Remain in the plan

You may not be ready to make a 
decision about your retirement 
plan savings now. If you’d feel more 
comfortable waiting, or if you think 
remaining in your plan might be a better 
alternative, you can usually leave your 
retirement plan balance where it is.

Tax benefits
Staying in your plan offers the same tax-deferred growth potential 
that you’ve had to date. You also may be able to take penalty-free 
withdrawals from your plan if you leave your job at age 55 or older.

Investments
You can remain invested in your current investments. 

•  Leaving your assets in the plan limits you to the investment 
options made available by your former employer. 

•  The plan investment menu is overseen by a fiduciary, who 
is required to follow high standards when selecting and 
monitoring the plan’s investment options, including acting 
solely in the interest of plan participants and beneficiaries.

•  Investment expenses for options within a plan may be lower 
than those charged for investments in an IRA. 

Important factors
Before you decide whether to stay in your plan, there are a few 
additional things to consider:

•  You cannot make additional contributions to your 
plan’s account.

•  You must follow the plan’s rules for making exchanges and 
withdrawing your money.

•  The plan may charge administration and/or management 
fees to maintain the account.

•  Plan assets are typically protected from creditors; IRA asset 
protection is generally subject to state law and is available 
only in bankruptcy.

•  Evaluate the services you receive under the plan compared 
to those offered under an IRA.

• Some retirement plans don’t allow for ad hoc distributions.

•  If you have a vested balance of $1,000 or less, your previous 
employer may have the option to close your account and 
distribute the amount to you in the form of a check. If 
your vested balance is between $1,000 and $7,000, your 
employer may have the option of rolling your savings into a 
traditional IRA with a provider of their choice (Roth 401(k) 
funds would be rolled into a Roth IRA). In that case, your 
employer must first give you the opportunity to make other 
arrangements for the funds, such as rolling the funds into an 
IRA on your own. Talk to your former employer or check the 
summary plan description (SPD) to find out if the plan has an 
automatic cashout/rollover rule.

Unsure what to do?
Contact your plan’s financial professional for more information.



Transfer to your new plan

Moving your money to a new employer’s 
plan is easy. If your new plan allows it, 
you can transfer your account balance 
directly from your former employer’s plan 
to the new one.

Tax benefits
Moving your money to your new employer’s plan offers the same 
potential for tax-deferred growth that you had in your former 
employer’s plan.

Important factors  

There are a few things to keep in mind when moving your 
savings into a new employer’s plan:

•  You’re limited to the investment options in the new plan, which 
may be different from those you’ve invested in up to now. On 
the other hand, you’ll have the convenience of being able to 
manage all your investments in one place.

•  The plan investment menu is overseen by a fiduciary, who 
is required to follow high standards when selecting and 
monitoring the plan’s investment options, including acting 
solely in the interest of plan participants and beneficiaries.

•  There are generally withdrawal restrictions, such as not being 
able to take ad hoc distributions, in your new plan. Check the 
summary plan description (SPD) or plan document for more 
information.

•  As a new employee, you may have a waiting period before you 
can move your money into the new plan.

•  If you transfer your vested balance into your new employer’s 
plan, you may be able to delay taking required minimum 
distributions on the money until you actually retire, unless 
you’re a 5% owner of the company.

•  Consider the results, risks and expenses of the funds available 
in the plan as well as plan administrative expenses, if any.

The Roth option
If you made Roth contributions to your 401(k), 403(b) or 
457(b) retirement plan account and your new plan accepts 
Roth contributions, you may be able to transfer your Roth 
account balance into it.

Roth accounts in their 401(k), 403(b), and governmental 

457(b) plans are not subject to lifetime RMDs.

Unsure what to do?
Contact your plan’s financial professional for more information.



Cash out of the plan

Circumstances may prompt you to 
consider cashing out your retirement 
account balance. But if you do, you could 
lose about a third of your before-tax 
savings to income taxes and possible 
penalties. You’ll also miss out on the long-
term potential for tax-deferred growth 
offered by employer plans and IRAs.

Weigh this option carefully
If you cash out your before-tax retirement account balance and 
you’re under age 59½, you could pay an additional 10% penalty 
on the distribution — on top of paying federal and possibly state 
income taxes as well. Should you cash out and change your mind, 
you can still roll over all or a portion of the distribution into your 
new employer’s plan (if the new plan accepts rollovers) or into a 
new or existing IRA within 60 days of receiving the distribution. 
But remember that if you want to roll over the full value, you’ll 
need to find another source of money to replace the 20% of your 
distribution withheld by your employer. If you only roll over the 
80% you received, you’ll be taxed and possibly penalized on the 
20% withheld and not rolled over. There are certain exceptions 
when this early withdrawal penalty doesn’t apply, which include:

•  You are or will be at least age 55 in the year you leave your job.
•  You take your distributions in substantially equal payments. 

The payments must be taken for at least five years or until 
you reach age 59½, whichever is longer.

•  You become disabled, have certain medical expenses or 
pass away.

The chart on the right shows what could happen if you 
cashed out your entire account. Letʼs say youʼre 35 years
old and you have a $20,000 retirement account balance 
thatʼs fully taxable. Think youʼll have a $20,000 payday? 
Think again.

$20,000

$15,000

$13,000 If you separate from service prior to age 55, you’ll 
have to pay the IRS a 10% early withdrawal penalty on 
the original sum (unless you meet an exception), 
leaving you with $13,000 — $7,000 less than what you 
started with. 

Your employer withholds 20% in federal taxes. 
The IRS will take another percentage based on 
how your income is taxed. For this example, let's 
say these actions cost you another 5%, bringing 
you to $15,000.

You have a $20,000 account balance before 
cashing out.

The high cost of cashing out

In addition to taxes, 
keep in mind that 
you’ll lose out on 

potential interest and 
earnings that would 

otherwise accumulate 
over time. This could 

have a meaningful 
impact on your 

retirement. 

This hypothetical example is intended for illustrative purposes. Your 
experience may be different. All taxes are based on a $20,000 
lump-sum cash withdrawal for an investor under age 59½. Retirement 
plan distributions are subject to ordinary income tax and, if applicable, 
to an additional 10% federal tax penalty on early withdrawals. Many 
states will charge additional taxes and possible penalties, reducing 
your bottom line even further.



Get the guidance you need
After you’ve explored your options, you may still have questions about what to do  
with your retirement plan money. Help is available.
Talk with your plan’s financial professional about your 
options. He or she can explain rollovers in detail, including 
any fees associated with them. 

If you’d like to move your retirement plan money into your 
new employer’s plan, contact your employer.

Rollover specialists are available to answer any 
questions you may have about rolling over into an 
American Funds IRA at (800) 421-9923, Monday 
through Friday, from 8 a.m. to 7 p.m. Eastern time.

The Capital SystemTM

Since 1931, Capital Group has helped investors pursue long-term investor success. 
Our distinctive investment approach — The Capital System — is designed to deliver 
superior investment results. It rests on three pillars:

Collaborative research

Our portfolio managers, analysts, 
economists and quantitative research 
teams closely collaborate on our 
research process — sharing and 
debating ideas. This collaboration 
generates deeper insights that inform 
our portfolios.

Diverse perspectives

Most portfolios have multiple 
portfolio managers, each of whom 
invests part of the portfolio in their 
strongest individual convictions. 
Combining these diverse investment 
approaches in a single portfolio  
helps us pursue more consistent 
results, with less volatility.

Long-term view

Investment professionals invest with a  
long-term view, which we believe aligns  
our goals with the interests of our clients. 
Managers are rewarded more for their 
long-term results,1 and most personally 
invest in the funds they manage.2 Our  
fees are among the lowest cost active 
options in the industry.3

A history of strong investment results
74% of funds outpaced more than half of their respective peers when comparing average 10-year  
rolling returns. And 71% had higher risk-adjusted returns (as indicated by the Sharpe ratio4) 
over that same time frame.5 

All Capital Group trademarks mentioned are owned by The Capital Group Companies, Inc., an affiliated company or fund. All other company 
and product names mentioned are the property of their respective companies.
Capital Client Group, Inc.
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  Footnotes/Important information: 
1  �Compensation paid to our investment professionals is heavily influenced by results over one-, three-, five- and eight-year periods, with 

increasing weight placed on each succeeding measurement period to encourage a long-term investment approach.
2  �94% of American Funds® assets are invested in mutual funds in which at least one manager has invested more than $1 million. Source: 

Morningstar. Data as of 2/15/26.
3 �~90% of funds are in the lowest quartile on fees, and nearly half are in the lowest decile of their Morningstar fee categories. Based on total 

net expense ratios for Morningstar Fee Level Group Broad categories for American Funds Class F-3 shares, excluding funds of funds,  
as of 1/31/26.

4 �Sharpe ratio uses standard deviation (a measure of volatility) and return in excess of the risk-free rate to determine reward per unit of risk. 
The higher the number, the better the portfolio’s historical risk-adjusted performance.

5 �Data as of 12/31/25. Based on a comparison of each mutual fund with its respective Morningstar category peers. Data are based on the 
following share classes: Class F-2, Class M, Class 529-A, Class 1, Class P-2 and Class 4. One share class was used per fund. The analysis 
uses Morningstar hypothetical methodology to calculate hypothetical fund results for periods before a share class’s inception. For those 
periods, Morningstar uses results for the oldest share class (unless the newer share class is more expensive). Source: Capital Group, based 
on data from Morningstar. Average 10-year rolling returns are using a 40-year look back window from 1/1/86 to 12/31/25. For each fund, 
with at least 10 years of returns as of 12/31/25, we calculated the average rolling return and Sharpe ratio over the 40-year period (or the 
fund’s lifetime if it lacks a 40-year history). That average rolling return and Sharpe ratio were compared against the equivalent averages for 
each fund‘s respective Morningstar peer category on a percentile basis. Rolling returns and Sharpe ratios are calculated monthly.
Investors should carefully consider investment objectives, risks, charges and expenses. This and other important 
information is contained in the fund prospectuses and summary prospectuses, which can be obtained from a financial 
professional and should be read carefully before investing. 
There have been periods when the funds have lagged their indexes. 
Capital Group manages equity assets through three investment groups. These groups make investment and proxy voting decisions 
independently. Fixed income investment professionals provide fixed income research and investment management across the Capital 
organization; however, for securities with equity characteristics, they act solely on behalf of one of the three equity investment groups.


