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Your 401(k): Leave It or Roll It?  

 

 
 
You thought the hardest part about saving for 
retirement was figuring out the best place to invest 
your money? Here's another head-scratcher: what to 
do with your 401(k) when you leave your job. 
 
Generally, you can leave the money with your ex-
employer, move it to your new employer's plan (if that 
company allows it), roll it to an individual retirement 
account or cash out. Each choice comes with 
potentially negative consequences for your savings. 
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Many 401(k) plans have a limited number of investment choices and strict trading restrictions, leading to 
unsatisfactory risks and returns in your account. 
 

Many 401(k) plans offer only 10-20 investment choices, with many of those choices limited to the 401(k) 
vendor’s proprietary target date funds. Many 401(k) plans prohibit you from moving your assets from one 
investment to another and then back to the original within a set number of days. Even if making those changes 
would be prudent and in your best financial interest, the plan can still prohibit such moves. Remember, we are 
talking about your hard earned savings. 
 

You can rollover your 401(k) assets to an Individual Retirement Account (IRA) when you leave your employer 
or when you complete an in-service withdrawal while you are still employed with same employer. Like a full 
401(k) rollover, an in-service withdrawal allows you to transfer 401(k) assets on a tax free basis to your IRA. 
 

Once your assets are inside your IRA you have access to thousands of investment choices without trading 
restrictions. Unlike many 401(k) plans that do not offer emerging market funds or international or high yield 
bond funds, you can now invest in those vehicles and many others that are in your best interest. You can move 
between funds and or individual stocks, bonds and/or ETFs without trading restrictions. With this flexibility you 
can choose the best investments for your needs and retain the trading flexibility to optimize risk. Remember, we 
are talking about your hard earned savings. 
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Aaron Skloff, Accredited Investment Fiduciary (AIF), Chartered Financial Analyst (CFA), Master of Business 
Administration (MBA), is the Chief Executive Officer of Skloff Financial Group, a NJ based Registered 
Investment Advisory firm. The firm specializes in financial planning and investment management services for 
high net worth individuals and benefits for small to middle sized companies. He can be contacted at 
www.skloff.com or 908-464-3060. 


