
WOULD YOU PACK YOUR LUNCH FOR $1.2 MILLION?
Buying lunch every workday might cost you a lot more than you think in retirement savings over 
the course of your career.

It’s easy to eat lunch out. It’s convenient. It’s a nice break from work, and, boy, is it delicious. And how much 
does it cost? Not much at all.  “Just a few dollars.” Well, that’s what marketers want you to think. The market-
ing industry spends its life convincing you that it’s just “a few dollars” to enjoy a great lunch out. The reality 
is, it costs you much, much more.  Let’s take a look at exactly how much.

One day awhile back, before the COVID-19 pandemic, I went to lunch, stopped off at Panera, had a salad 
and a drink, and the cost was $14.50.  Heck, that’s not that much, $14.50 for lunch. That’s less than a movie 
in most places these days. And it was tasty and convenient. But what if I had just brought something from 
home? How much could I save? The real question you need to ask is, “How do compounding interest and 
compounding savings work over time to my advantage?” Let’s look at the numbers.

HOW LUNCH OUT CAN ADD UP FAST

If you ate lunch out every day and spent just $14.50, it may not seem out of your budget, but it adds up. 
Multiply that by five workdays, $14.50 a day turns into $72.50 a week, which comes out to $3,770 a year. 
Compare that to a typical lunch from home, which might cost about $3 a day, $15 a week and only $780 
per year.

Hold on; it gets worse. Over 40 years, if you ate home-cooked lunches, you would have spent $31,200. 
While that might sound like a lot, it’s $119,600 less than what you’d pay for restaurant meals, which add 
up to a grand total of $150,800. Now that is a lot of money. The marketing gurus don’t want you looking at 
the $150,800 amount. They want you to look at the $14.50 amount. But would you pack a lunch if it saved 
you $119,600?

What if it saved you over $1.2 million? Let me show you what I mean.

NEXT, FACTOR IN TAXES AND 401(K) SAVINGS

Remember, when you buy lunch at $14.50, you’re using money that came out of your paycheck that has 
already been taxed. If you’re in the 22% tax bracket, then you’re going to lose 22% federal and maybe 5% 



more in state taxes per paycheck. That’s 27% of your paycheck, gone. So that means that $14.50 in “after 
tax” lunch money actually costs you $19.86 of your “before taxed” earnings from your paycheck. 

Why is that important? Well, what if that $19.86 went directly into savings without being taxed? You can do 
that by putting that money into your 401(k). Now, at the end of the year instead of a savings of $3,770/year 
($14.50/day for lunch x 5 days/week x 52 weeks/year), you’d have actually saved $5,164/year — this reflects 
the tax savings, which would go directly into your 401(k) along with the $14.50 cost of lunch ($19.86/day for 
lunch x 5 days/week x 52 weeks/year).

But it gets even better. Many employers offer to match your contributions. The most common match is 50 
cents on the dollar, up to 6% of pay. This means instead of eating lunch for $14.50 a day, you could add 
$5,164 a year into your 401(k). And if your employer matches your contribution at 50 cents on the dollar, 
you would be adding a total of $7,745/year into your 401(k). That’s a lot of money for lunch.  

FINALLY, FIGURE IN COMPOUND INTEREST

But wait, there’s more! That money doesn’t just sit in your 401(k). It grows. Let’s say you start contributing 
this money to your 401(k) when you are 25, and let that money grow for 40 years with a return of 6.75%, 
which is on trend with what the market’s done over time. At $14.50 a meal, $3,770 a year, times 40 years, 
you have saved $150,800 by age 65. But if you would have invested that money, pre-taxed, in your 401(k) 
with you company’s match, over 40 years, your 401(k) could have grown to $1,547,919! What would your 
$3 home-cooked meals add up to under similar circumstances? Just $320,340. So, subtracting that, you see 
that by brown-bagging it, you could have saved a grand total of $1,227,579.

Over $1.2 million saved for retirement by not eating lunch out. Would you pack your lunch for $1.2 million?  

So, what’s the takeaway? The takeaway is marketers have spent years honing their craft to convince you to 
buy their products and have you look at it in terms of a daily, weekly or monthly cost in order to keep the 
price very low in your eyes. When you buy a car, they don’t talk to you about the total price of the car. All 
their effort is focused on convincing you that monthly cost is within your budget. They don’t want you to 
add up all the car’s costs, plus tax, plus interest over the life of your loan. It’s the same with your lunches!

This $14.50 lunch is actually costing you just shy of $20 in pre-taxed earned income that you’ve worked for. 
Just shy of $40/lunch when you add in your employer’s matching contribution — which could turn into over 
$1.5 million by retirement. Now, over 40 years, that turns into a total of 10,400 lunches. Which means the 
true cost of each lunch is not $14.50 but $148.84  ($1.5 million+/ 10,400 lunches = $148.84/lunch).

How is that possible? It’s the power of compounded interest and compounded savings over an extended 
period of time. Just like water trickling, over years and years, created the Grand Canyon. You can use that 
same power of consistent savings and compounding interest to generate a retirement nest egg that you 
could never outlive, but it starts with understanding the numbers. So, $14 for lunch or $1.5 million in re-
tirement?
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