
CPF VS. 401(K)

A TWENTY-FIVE YEAR COMPARISON (1995 - 2019)

IT’S NO CONTEST
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CPF vs. 401(k)

THREE CRITICAL 401(K) CONSIDERATIONS WHEN A 401(k) PLAN 
IS YOUR PRIMARY SOURCE OF RETIREMENT INCOME:

I. Life Expectancy

II. Investment Costs

III. The 4% Rule
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CPF vs. 401(k)

I. CURRENT U.S. LIFE EXPECTANCIES:

• Men:  At age 65 have 50% chance of living beyond age 85 --- and
25% chance of living beyond 90.

• Women:  At age 65 have 50% chance of living beyond age 87 --- and
25% chance of living beyond age 92.

• Couples:  At age 65 have 50% chance that one will live beyond age
90 and 25% chance that one will live beyond age 94.
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CPF vs. 401(k)

II. INVESTMENT COSTS:

• Average Investment Costs in 401(k) Plans: 1.07%

Source:  401k Averages Book, Average of Large and Small Plans, 2019

III. THE “4% PAYOUT RULE”

• Experts Agree That in Retirement 401(k) Participants Should Pay
Themselves No More than 4% Each Year

• Example:  If 401(k) Balance at Retirement = $500,000 Annual 4%
Payout = $20,000 a Year ($1,667/month).

• This Payout Produces a 90% Chance of the Benefit Lasting 30 Years.
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CPF vs. 401(k)
1995 - 2019

COMPARISON OF THE BENEFIT EARNED WITH CPF VERSUS 
A 401(K) USING THE FOLLOWING ASSUMPTIONS:

• CPF’s benefit accrual rate had been 1.25% for all years (although for 
many years prior to 2009 the rate was higher)

• Annual contributions to CPF and 401(k) of $10,000 (2,000 hours @$5/
hour) for all years.

• 401(k) invested in a portfolio of 100% S&P 500 Stock Index Fund (highest 
risk); or 50% S&P 500 Stock Index Fund and 50% Bloomberg Barclay's 
Aggregate Bond Index Fund (medium risk); or 100% Bloomberg Barclay's 
Aggregate Bond Index Fund (lowest risk) for all years.

• A 1.07% average annual 401(k) investment cost for all years.

• A 4% payout of the 401(k) benefit.



5

S&P to CPF Benefit Comparison
1995 - 2019
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BB Aggregate to CPF Benefit Comparison
1995 - 2019
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50-50 to CPF Benefit Comparison
1995 - 2019
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CONCLUSION

Using the last 25 years of market returns, and even 
assuming CPF's accrual rate was 1.25% for all years, would 
have provided a guaranteed lifetime monthly benefit that is 
higher than could be expected from a 401(k) account, which 
is NOT guaranteed, under any scenario.

$3,125 versus $2,687 a month, or
$3,125 versus $2,023 a month, or
$3,125 versus $1,353. 

IT’S NO CONTEST!
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