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Borrowers Beware
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Investors should carefully consider the investment objectives, risks, charges and expenses. This and other important 
information is contained in the prospectuses or summary prospectuses, which can be obtained from your PlanMember 
Financial Professional and should be read carefully before investing. All investments may involve risk including possible 
loss of principal.

Asset Allocation or the use of an investment advisor does not ensure a profit nor guarantee against loss.

Representatives registered with and offer only securities and advisory services through PlanMember Securities Corporation, 
a registered broker/dealer, investment advisor and member FINRA/SIPC.
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Retirement Plan Loans Can be More Costly than You Think

Careless use of loans from your retirement account can end up costing you a fortune over the long run and 
may put your future financial security in jeopardy. By following some basic guidelines, you can make a prudent 
decision about taking a plan loan and minimize the potential costs.

1. Never take out a plan loan because someone told you that it is a “no-cost” loan. Even though you pay the interest 
to yourself, a plan loan can be extremely costly over the long run.

2. Avoid having to reduce your plan contribution amount in order to make the loan payments. Over the long run, 
the cost of your forgone contributions and the investment gains they may have earned can be substantial. You 
may also be missing out on employer matching contributions.

3. Pay attention to your investment allocation when you take a plan 
loan. A plan loan essentially becomes a fixed-income component 
of your account, so you may need to increase the stock allocation of 
the rest of your portfolio or you may sacrifice the potential higher 
long-term returns that stocks have historically provided.

4. Carefully consider your future job security. If you think you’ll be 
changing jobs or laid off, you may have to pay off your loan or face 
considerable taxes and penalties.

5. Whenever you take a loan, be sure to consider all of your available 
sources. You may find that a loan from another source is better for 
you. Home equity loans generally offer low interest rates, and you can 
deduct the interest from your taxable income. If you have a brokerage 
account, you may be better off with a margin loan. Interest rates 
on these loans are comparable to those on a plan loan and your 
account remains fully invested. A short-term plan loan may make 
sense to pay-off high interest debt, such as a high interest credit 
card. If you have bad credit, a plan loan may be your only available 
option. Just remember all of these loan options are potentially risky.


