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o Floe r)* or voluntary system has not been
r_e_a zed.

-~ gt oduction of defaults into voluntary
=25 -plans may assist.

~» Universal 401(k) mandate may be needed.

o_Annuities to deal with longevity risk are

EBRI aaded.
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Demographics: Implications for
retirement

People need to fund themselves for more retirement years, but
can have more working years

Retirement incentives still move older people out of the work
force early

Family situations are more varied

Martha
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Wotikers Was Never Above 1/2

Percentage of Mal Wage & Slallary Workers with 25+ Years of Tenure,
by Cohort Ages 45+ (1983--
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REWEMENt Plan Partlcugg_pon,
PiVawenNVage and Salary: \Wor

No plan
available

Not parti-
.: cipating

Partici-
pating

= - <10 '10- '20- '30- '40- '50+
- 19.9 299 39.9 49.9

Earnings (x$1,000)
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v 25% chance

85 90 94 100

50% chance

50% chance v 25% chance
“Couple - _ Age 85 90 m 95 100

-~ (Both Age 65)

50% chance v 25% chance
v of one survivor of one survivor
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Pension
Protection

Fund

Compulsory Insurance and Affordability
Moral Hazard — The Pension Put
Capital Market Innovation

Transparency of information and mark to market vs
smoothing

Use of credit information/risk in setting premiums.

Need to find a way to build trust that a pension
promised will be a pension paid (or at least paid in
part)

How to get employers to make the voluntary decision
to sponsor within the regulatory approach
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een these four
re are no alternatives.

Pensioners poorer relative to average incomes

ner taxes/NI contributions devoted to pensioners
ner funded pension savings

ner average retirement ages



e —— _—

SIS iavedn. Com mt_aﬁ""-"

SAPETNOErapnIcs and Iongevity.
2 Do) C shift.

) JrJ\/LF s and retirement income adequacy
"J..E 6 5 a”

. = *SDCIeta| gap to maintain living standards.
~® Pension protection fund/PBGC challenges.
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YIS Differences ——

BAIKSFOCLS and concern withiincome
gddEdiigey as US focuses on access and
geelimtiation

, *rtetal coverage declines as US coverage

.:+ C rOWS

il

e UK decline in contribution % of GDP as US
contribution % increases.

EBRIUK higher % saying they will use home
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PISEUSSION GroLps J“"'

J(.nnf o DB plans.| ; optimistic,

SEVEBR D and new. paradlgm may
EIp”

SPAUte-enrollment increases participation
= nd long term account balances.

* — — More extensive use in UK (41%) than in

== US (less than 15%)

“s Communication is tough — you can lead
a horse to the water but you cannot
make them drink or, in the words of

EBRI _ George Bernard Shaw: “The single

o - pjggest problem with communication is

e the Illusion that it has taken place.” "
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VIEedign Replacement Rates Fromqﬂl(k) Accum rmorfi g
AREGIENOrkers Turnni |
IEEIEN@Uartie at'/Age

_e— e ———

Lowest Quartile 2 Quartile 3 Highest
Income Income

Sources: Tabulations from Holden and VanDerhei (2005) and Automatic

Enrollment Parameters from Choi, Laibson, Madrian, and Metrick (2001
and 2004)



-20% 3% Contribution 3% Contribution 6% Contribution 6% Contribution

Slimpact eirAutomaue Enrollmentilinerease in Median

EHIELENVEKES Turningies Between 2039,
IeemE@uartieat Age 65

Rate; Money Rate; Life-Cycle Rate; Money Rate; Life-Cycle
Market Fund Fund Market Fund Fund

E:B:Rl B Lowest Income [0 Quartile 2 B Quartile 3 @ Highest income
_EMPLOYEE
EHNEF]T Sources: Tabulations from Holden and VanDerhei (2005) and Automatic Enrollment Parameters from Choi,
ESEARCH

Laibson, Madrian, and Metrick (2001 and 2004)
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= New Paradigm?
ERIC

Greater flexibility to meet future change
Manage costs and reduce funding volatility

Increased employee responsibility &
choices

* Increased portability

 Employer “facilitates” rather than provides
» Greater attention to “spend down” period
Flexibility to attract and retain valued talent
#a]Limit fiduciary liability litigation 14




2 A “”o"r' Mioney: Purchiase Pension Plan
WibrEmployee contributions

— Em I_Oyer base contribution for all
;mployee optional contributions
--—‘leed pre-diversified portfolio

.-—'|"
-

5_{

-  —Noiloans or hardship withdrawals

- — Mandatory provision of an annuity option or
EBRI gesckjlred annuity purchase for amount up to

Bl NE 1 1'1
RESEARCH

wsmmomee — INO PBGC premiums or protections

JHETNEW Pa@@qm planzes
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WBEtpEnsions pre 1074

R EIuICIPELORWAS Manaatory.
J CQrJ"rr]L)u"-e IS Were mandatory.
PIIVESHENT decisions were made by professionals.

i f _v_e_rnment or the employer promised to find the
= ---fp'u ‘tor pay the benefit.

== he penefit was not paid until a specified retirement age
~was reached, or in the event of disability, or as a
SUrvivor beneﬂt in the event of early worker death.

* The benefit was generally paid as long as the individual
EBRIC e sunviving spouse lived.
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Figure 7
Percentage Increase in Median Percentage of Additional Compensation That Must Be Saved
Annually Until Retirement for a 75% Chance of Covering Simulated Expenses as a Result of
Aszuming All Defined Benefit Participants Take LSDs at Retirement

l— Osingle rmale
Esingle femals
Ofamily

i
184 1-1225 1848-1850 1851-1235 1258-1950 18961-1245 188d-1870
Birth cohortIncome guartile
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Source: EERI-ERF Retirement Securiy Projection Model
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Figure 8
Percentage Reduction in Median Percentage of Additional Compensation That Must Be Saved
Annually Until Retirement for a 75% Chance of Covering Simulated Expense as a Result of
Annuitizing All Individual Accounts at Retirement
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Source: EBRI-ERF Retirement Securty Projsction Model
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1946-1950 1
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W family  single female M single male

E BRI ’ Basic expenses = basic living expenses and any expense associated with an episode of care in a
“EmrLover nursing home or from a home health care provider

‘BeneriT  Source: EBRI-ERF Retirement Security Projection Model and Issue Brief Number 263 Figure 20 page
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.. AND FoR ALL
YOuR YEARS OF
SERVICE HERE AT
THE FIRM, WED
LIKE TO PRESENT
You WiITH THIS
SPECIBL SOLD

Yo HAVE NOo PENSION!!
TIME TO GET VP AnD

GO BACK TO WORK I 7

e R PREY, gy SOMETHING To
POy 30 THE Hgﬂa.-}u-:;t-u Dear T REMEMEER THEM BT
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~ Or Work Forever!

WWW.EeDbri.org




