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HOW DO YOU GET PEOPLE WHO NEVER
have money left over at the end of the
month to contribute 5% of salary toa
401(k)? How do you improve the invest-
ment returns of a worker who knows
little about stocks and bonds and has no
time to learn? As the nation’s retirement
system demands that ordinary citizens
bear more and more responsibility for
funding their future, economists and
policymakers have been asking questions
like these with growing urgency. The
answers, based on survey and pilot pro-
grams, are beginning to trickle in, and
what’s emerging is an outline of princi-
ples that really have led people to make
smart decisions about their future. So far
® @ only professionals have paid much
R t 2 Y s E attention. But maybe you should too.
1 E} e }_ E e m{, i ‘3; : The most useful insights, it turns out,
@ come from the field of behavioral
Pl : finance, the study of the emotional and
a nn E ﬂ g sometimes counterproductive ways we
& make decisions about money. The key

. difference between retirement success
A fa St-ngWl ng ﬁ eld Of and failure, researchers have found, is

research s starti ng to not how much CNBC you watchor even .
u I'IC(?VET Why some how much you earn. (Amazingly, one
retirement SAvers | smallstudy found that the median in-
succeed and others fail come of a group on track for retirement
== was 17% below that of those falling
BY PENELOPE WANG behind.) What matters instead is how
PHOTOGRAPH BY BOBSTEFKO you handle the all-too-human inclination
to undersave and procrastinate. “Much
of investing success has to do with over-
coming our own worst tendencies,” says
Richard Thaler, a pioneer in behavioral
finance from the University of Chicago.
As you will see from the examples of
successful retirement savers in the
following pages, you don’t have tobe an
economist to grasp what works. Much of
the latest research just reinforces classic
money-management practices. But that’s
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