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Playing the 401(k) game
You may be choosing the wrong funds and saving too much
BY JAMES M. PETHOKOUKIS
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The same was true for balanced, equityincome, foreign, growth-and-income, and
small-stock funds when compared with
taxable bond funds.
The popular index funds, which mimic
the performance of indexes such as the
Standard & Poor's 500 by buying the
stocks that make up the benchmark, didn't
fare as well in the study. These funds do
Ii
little buying and selling of stocks. That
means capital-gains taxes aren't much of a
threat, so index funds don't need to waste
valuable space in the 401(k). Moreover, an
unspecified capital-gains-tax cut is part of
the tentative federal budget agreement.
Although the details are still being ironed
out, the rate could drop to as low as 20 percent. Such a cut would erode the tax-deferred ·advantage of stock funds in a
401(k), since they would be subject to a
fairly low tax outside the plan.
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The same was true for balanced, equityincome, foreign, growth-and-income, and
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The popular index funds, which mimic
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Standard & Poor's 500 by buying the
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Although the details are still being ironed
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401(k), since they would be subject to a
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