
There are over 30 million small businesses in the United States. Many people start their own businesses in order to become
their own boss and take control over their schedules, career goals and finances. It can be incredibly rewarding to start and
own a successful small business. But one thing that many small business owners may not think about is a retirement plan. 

As a business owner, you may assume that family members will take the reins in exchange for a share of future revenue. Or
you may bank on selling your business when you’re ready to retire. It may be unwise, however, to put all of your proverbial
eggs in one basket—and you shouldn’t wait until you’re close to retirement age to think about your financial plans. Here are
some ways to prepare early for your retirement as a small business owner. 

Evaluate Your Retirement Needs 

First and foremost, you should think about the income that you’ll need to live comfortably during your retirement. A financial
professional can help you calculate this, but there are also multiple free online tools that you can use. Getting an idea of what
your living expenses may look like when you’re no longer generating business-related income—or unable to have your
business pick up the tab—will show you a realistic picture of what your savings goals should be. 

Use your current age and your desired retirement age to estimate what percentage of your income you may need to save
now in order to have a comfortable retirement later. Many small business owners invest funds back into their business to
promote growth, but you should consider saving at least a small percentage of your revenue as a backup plan. Having a solid
retirement nest egg in place means you’ll be financially secure in case of an unplanned early retirement or health issue. 

Open a Diversified Retirement Savings Plan 

Paying into a 401(k) or IRA as a small business owner can benefit you financially now and in the future. Saving money in a
retirement account allows you to lower your tax bill according to how much you contribute. Those funds can grow tax-
deferred until you start to make withdrawals during your retirement. 

There are a few different options for retirement plans for small business owners. If you’re the sole employee of your business,
you can choose a SEP-IRA or Solo 401(k), both of which offer tax-deductible savings. For small businesses with less than 100
employees, a SIMPLE IRA or 401(k) allows you and your employees to make pre-tax contributions to your plans. 
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When thinking about investments, you should focus on simple funds. Consider investing in a mix of low-cost index funds.
Better yet, invest in a target-date fund that adjusts your investment balances depending on the year you expect to retire
and your current age. This is an easy way to reach your retirement savings goals. 

Increase the Value of Your Business 

While saving up for retirement is the safest option for a small business owner, you may also want to make sure that your
business is viable even if you leave. If your business can’t run without you, it’s unlikely that it will have a very high value if
you decide to sell and it may be hard to keep afloat if you pass it down to a family member. Instead of spending all of your
time working within your business, you should focus time working on your business to make sure that it can run smoothly
without you. If your business model doesn’t allow the business to run without you, there’s even more reason to make sure
you have a solid retirement plan in place. 

Profit First 

Profit First is designed to allow business owners to approach finances in their business in a new way. Typically business
owners operate from a position of paying expenses and then living off the leftover. Profit First takes into account designing
your lifestyle while investing in your business. Call us for professional help in implementing a Profit First approach based on
the book Profit First by Mike Michalowicz.
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Life By Design Investment Advisory Services is a registered investment adviser. Information presented is for educational purposes only and does not intend to
make an offer or solicitation for the sale or purchase of any specific securities, investments, or investment strategies. Investments involve risk and, unless
otherwise stated, are not guaranteed. Be sure to first consult with a qualified financial adviser and/or tax professional before implementing any strategy discussed
herein.

https://www.amazon.com/Profit-First-Transform-Cash-Eating-Money-Making-ebook/dp/B01HCGYTH4

