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Why Everyone Should Invest

[image: image1.wmf]You CNBC.com Staff Dec 28, 2000 11:19 AM -- It's unfortunate when people don't make the most of their money. It's particularly sad when people of modest means don't. If Bill Gates leaves his money in a mattress, he'll be okay. But for most Americans, putting money to work in a long-term investment plan is the most important step they can take to improve their financial future.

Don’t need a lot of money or much special knowledge to invest successfully. The trick is starting an appropriate inviting plan for you, and sticking to it -- no matter what the stock market does. That means setting aside a little each month or quarter, no matter what that siren song from Madison Avenue is telling you to spend your money on now. 

The sooner you get going and the more you invest, the better off you will be. It is the magic of compound growth. 

For many people, the most important savings option is a company-sponsored retirement plan. Large employers these days generally offer 401(k) plans, which allow you to put money into a variety of investments and let the proceeds build up tax-free until you retire. Better yet, some employers offer generous matching programs, under which they kick in money, too. Experts advise putting as much in these plans as you can afford.

If you are self-employed or your company does not offer a 401(k) plan, you can build up tax-deferred investments in an Individual Retirement Account or IRA. You can 

Arrange to have automatic deductions from your paycheck or bank account deposited in an IRA. The key is to make those monthly contributions to help returns compound more quickly. 

And if you don't want to lock your money up until retirement, you should still get into the investing routine and put money into a taxable and liquid investment. 

Whatever the method, the important thing is to get into the habit of saving and investing. You might want to think of this as a trickle of water. A dripping faucet can fill up a plugged sink if left alone for a while. The same thing happens with money if left alone to accumulate.

The results of persistence over time can be staggering. If you began putting $25 per month in an IRA in 1980, that account today would be worth about $13,500, assuming a 7% annual rate of return. With $50 a month, you'd have roughly $27,000. And with $100 per month ($25 a week), your next egg would total nearly $54,000.
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