
Congrats on the New Job! Here's What to Do With Your Old
401(k)

When it comes to retirement planning at a new job, most people spend more of their

time focused on making sure they’ve signed up for a new 401(k) plan there and

evaluating its investment options. While you’re thinking about it, however, you

should deal with another task as well: attending to your old 401(k).

Here’s a breakdown of your options:
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Keep it in a 401(k)

If you have at least $5,000 in your old account, most plan managers will allow you to

keep your 401(k) from your old job open. Although you won’t be able to continue

contributing to that account, you will be able to adjust your asset allocation, and you

can roll it over to another account later.

If your balance is lower than $5,000—or if you didn’t like the fund options or fees at

your old job—you can roll over the money into your new 401(k) account without

triggering any fees or penalties.

What to know: 

If the investment offerings and fees at both accounts are similar, you might want to

roll over the account into your new 401(k). The fewer accounts you have, the easier it

is to keep track of them. 

 

Either way, the money will continue to grow tax-free until you start making

withdrawals in retirement. Some 401(k) accounts allow owners to borrow against

them, although that should typically be a last-resort source of funds.

Roll it into an IRA

If you’re not thrilled with the funds or fees in either 401(k) plan, you can also roll

over the money into an IRA. Speak with a CERTIFIED FINANCIAL PLANNER™

professional who may recommend and/or manage the IRA account for you.

What to know: 

If you have a traditional 401(k), you can either do a tax-free rollover into a

traditional IRA account or pay taxes on the balance and roll it into a Roth IRA. If you

have a Roth 401(k), you have to roll it into a Roth IRA. Both a traditional IRA and a

Roth IRA grow tax-free, but you won’t owe taxes on withdrawals from a Roth after

you reach retirement age.

Deciding whether to go with a traditional IRA or a Roth can get complicated, so you

might consider consulting with a CERTIFIED FINANCIAL PLANNER™ professional



to figure out the best plan for you. IRA owners do not have an option to borrow from

their accounts.

Cash it out

If at all possible, avoid this option. If you haven’t yet reached retirement age, you’ll

owe taxes on the money, as well as a 10% penalty for what’s considered an early

withdrawal.

What to know:  

Cashing out a 401(k) is a bad idea not only because of the taxes and penalties, but

also because you’ll lose out on the chance to let that money compound and grow

over time. That could have a negative impact on your financial security in

retirement.

Find a CFP pro at letsmakeaplan.org.® 


