
First Responders and the 
Need to Save Early
According to the Department of Homeland Security, there are close to 2 million emergency first 
responders, including over 1 million firefighters, 750,000 police personnel and 150,000 emergency 
medical technicians. And while first responders know that they face danger as a daily part of their 
jobs, inadequate retirement planning is an invisible danger they might not be aware of.

One of the big challenges first responders face is that their employers—cities and counties—do not 
pay the 6.2% payroll tax for Social Security.

And while this “savings” is instead invested in a traditional defined-benefit retirement plan, first 
responders should consider taking charge of their own retirement planning as early as possible.



The Power of Compound Interest
The earlier you start, the less you have to save to reach your retirement goals. 
You might hear that a lot, but have you figured out how much starting earlier 
means? Investors who start when they are young benefit from the power of 
compound interest.

Compound interest occurs when interest earned is added to the principal, so 
that it also earns interest. Don't confuse this with simple interest. That's where 
interest is not added to the principal and thus does not collect interest itself.

Numbers Get Bigger, Faster
With compounding, numbers get bigger faster. For example, if you invest $10,000 
and the interest rate is 5% using simple interest, in three years, the total is $11,500. 
But with compounding, the result is $11,615.

The good news is that saving and investing typically works with compound 
interest. Let's show why it's best to start saving early. Let's consider Firefighter Jill 
and EMT Bill.

Firefighter Jill saves $250 per month for five years in an instrument paying 10% 
interest annually (that's a little high today, but we'll use it because it is a nice round 
number). After the fifth year, when she has a total of $18,315, she contributes no 
more and lets compounding expand her money.

EMT Tom waits until year six, when he puts in $250 monthly through year 15. So, 
Tom contributes $30,000—twice what Jill does (remember, Jill contributed $250 
per month for five years or $15,000).

• After 15 years, Jill has slightly less than Tom (she has $47,504 whereas Tom 
has $47,812).

• And Tom saved twice as much as Jill but they have almost the same amount 
because she started five years earlier!

• If Jill kept on saving $250/month for each of those 15 years, she would 
accumulate a whopping $95,317 – more than double what Tom made.

Oh, and in case you're wondering, the average annual return of Standard & Poor's 
500 Index from 1926 through 2018 is approximately 10%.

Starting Early 
is Key
The earlier you start, the more 
appropriate it may be to invest a 
portion of your savings in more 
aggressive investments. As 
the above example illustrates, 
compound interest works in 
your favor if you have time on 
your side.

Therefore, it may be prudent 
to use equities to amass a 
portfolio that's appropriate 
for you, if you can stomach 
stocks' volatility. With stocks, 
unlike some other investments, 
returns do not advance in 
a uniform fashion, with a 
dependable rate of return. They 
can vary widely.

Remember catastrophic 2008, 
when the S&P 500 index 
dropped 37%? Imagine that 
you planned to retire that year. 
Since then, the stock market's 
performance has fluctuated, 
but the market went on one of 
the longest bull market runs 
in history, with nine years of 
positive performance, seven of 
which were positive double-digit 
returns. But in 2018, the index 
lost about 4.3%.

Let's say you wanted to 
maximize your retirement 
savings, and so you invest 
more aggressively in stocks. By 
starting earlier, you give yourself 
a chance to recover from the bad 
years. You are taking advantage 
of the exponential magic of 
compound interest.

Give yourself the time to get
it right.


