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Plan Sponsors Ask

Q: Younger employees are participating in our retirement plan, and that's good. But
their contribution rates are lower than we'd like, and we're concerned they may not
be savvy enough to make informed investment decisions. How do we help them  save
more and invest with confidence?

 

A: Your observations are spot-on. Although they're just starting their careers, and paying down
credit card and student debt is a top financial priority, 67% of workers in their 20s are already
saving for retirement, according to a recent report from Transamerica Center for Retirement
Studies.

 

However, savings rates for 20-somethings are quite low. The median contribution rate is 7% of
annual pay, and many experts agree it should be around 10% for this age group.

Their investing knowledge is rudimentary, too. Thirty-seven percent say asset allocation-a basic, yet
vital retirement investing principle-is a mystery. According to Transamerica, 27% "aren't sure" how
their contributions are invested, and 24% are in low-risk, low-return investments that may be too
conservative for their time horizon.

So what's a plan sponsor to do? Implementing step-up contributions is one way to help raise savings
levels over time and attain that recommended 10% deferral rate faster than participants might on
their own.

 

Offering a qualified default investment alternative (QDIA) also makes it easier for employees to
make smarter investing choices. Target date funds1 are an excellent way to pursue long-term
investing success. And a strong education and communication program, including face-to-face
meetings with a financial advisor, informative materials that explain basic investing concepts and
detail the plan's investment options, and calculators to assist them in determining their retirement
savings needs, can help all employees invest wisely and maximize the benefits of years of good
savings habits.

 

Learn more about 20-somethings' retirement attitudes  at
http://tinyurl.com/Transamericatwentysomethings. 

 

Q: Our plan is on the smaller side, and we want to boost participation and deferrals.
How can we accomplish this?

 

A: You may find that emphasizing plan features and education will help. Recent research from
Guardian Retirement Solutions indicates that participants in smaller plans don't have access to the
same features and investment options available to those in larger plans. There are three primary
ways you can make the plan more enticing:

Diversify the investment offerings. Too many funds may leave participants
overwhelmed. And don't include more than one or two of each investment type.



Focus on income. Fifty-four percent of respondents said they pay a "great deal" of
attention to their account balance, vs. 29% who pay a "great deal" of attention to how much
income that balance will create in retirement. Including income projections on participant
statements can help, but it's even more impactful to remind participants to focus on income
during open enrollment or face-to-face meetings, for example.
Education is key. Ongoing education and communication programs, including enrollment
meetings, online tools, calculators and more, can help increase participation, deferral rates
and engagement. A little education can prompt employees to make better choices in
managing their DC plan accounts, boost overall job satisfaction, and help them achieve more
successful outcomes in retirement. 

View more findings from the Guardian survey at http://tinyurl.com/GuardianSmallPlanSurvey.

 

Q: We've noticed millennials tend to save for retirement, but they don't seem to be
doing anything else to prepare for it. How do we motivate them to actively plan for
their post-work years?

 

A: It's true. A recent study on the retirement outlook of millennials (ages 20-37) discovered that
while 68% said they're saving for retirement, only 29% said they are actively planning for it. Sixty
percent of millennials actually believe it's more difficult to plan for retirement than to maintain a
diet, according to research from the Insured Retirement Institute  and the Center for Generational
Kinetics.

 

Still, millennials need to do more if they aspire to a financially secure retirement. Partnering with a
financial advisor can help by assisting millennials in setting realistic expectations, determining
goals, and creating plans to achieve them. In fact, 62% of millennials said they'd like an advisor to
walk them through every step of the retirement planning process. For planning-averse millennials,
working with an advisor is key to making sure they receive the necessary guidance to properly
prepare for retirement.

 

 

Review the full results at http://tinyurl.com/MillennialRetirementOutlook.

For plan sponsor use only, not for use with participants or the general public. This information is
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