"HSY&HH & (IS (+,-,.((
/(10%1$%2(30*(/4)#0" !

"H$%&& ()$*+), - SH&&+/(0+&$1+2'3$
4-5+672$89:$8989%
$

+-,(0$37<,(=$>8979!"#1+2'3%

$

GEORGETOWN_ CENTER FOR
UNIVERSITY — RETIREMENT
McCourt School of Public Policy INITIAT IVES

W @cri_states In.  F GEORGETOWIN UNIVERSITY



What Role Should Our Retirement System Play In
Strengthening Financial Resiliency and Financial Well-Being? !

!ll#$%&lll0/dll!(&%$)*+)#%$’* I
#$9%&()%!)*1+),$"-1./011.962&(13),45)/6718%$/./'$.,! -&)%.*-&%/012&)"
3&'4%%(-1+%)9%.:7!;6<&/'=/65(4(&

3841#*5$641..$* 7&8%%$)*9"$0: 18%1%.*;$&,. $<* &= ) 1)
Vice President, Policy and Senior Consulting Actuary, Principal, Duke Principal Economist and
Research, Prosperity Now! Willis Towers Watson! UniversityOs Center for Deputy Head of the

Advanced Hindsight; Insurance, Pensions, and
and Co-Founder, Financial Markets
Common Cents Lab! Division, OECD!

GEORGETOWN UNIVERSITY




David Newville !
Vice President, Policy and Research
Prosperity Now

GEORGETOWN UNIVERSITY



What Role Should Our Retirement
System Play in Strengthening Financial
Resiliency and Financial Well-Being?

CRI Annual Policy Innovation Forum
October 20, 2020

PROSPERITY

"“ @ProsperityNow
> prosperitynow.org




PROSPERITY

NOW

The Prosperity
Now mission Is
to ensure
everyone in our
country has a
clear path to

financial stabllity,
wealth and
prosperity.

@ProsperityNow
prosperitynow.org
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/5 Outcome Measures
26 Disaggregated by Race, 49 Overall

Disaggregated data by disability status, gender, and income
Trend data across 44 data measures

28 Policy Measures
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Comparison Reports




DONOT HAVE ENOUGH SAVED TO COVER A
POVERTY-LEVEL INCOME FOR 3 MONTHS IN
THE EVENT OF AN EMERGENCY
($3,168 for individual, $6,550 for family of four)



Liquid Asset Poverty Rates
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The Racial Wealth Gap:
Median Net Worth

$141,825 $12,470 $20,479



Jobs DonOt Cover Cost of Living



Income Volatility
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Losing Ground in Health Care Outcomes

Adults Reporting Poor or Fair Health Status
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Short- and Longer-Term Savings Policy Solutions

Eliminating asset limits or savings penalties
ASSET Act (S.3276)

Encouraging saving of tax refunds
Refund to Rainy Day Savings Act (S.1018)

Facilitating emergency savings in the workplace
Strengthening Financial Security Through Short-Term Savings Accounts Act (S.1019)

Matched savings programs for homeownership, higher education, and entrepreneurship
Assets For Independence Act and Promise Accounts Proposal

Expanding access to short- and long-term savings in the workplace
Saving for the Future Act (S.1053)




The Saving for the Future Act (S.1053)
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2019 Global Benefits Attitudes
Survey

¥
¥

Conducted JulybSeptember 2019

Surveyed over 40,000 employees in 27 markets
about their health and retirement benefits

Representative samples of employees at
medium and large private sector companies

2020 US Defined Contribution
Plan Sponsor Survey
¥ Conducted September 2020

¥ Responses from 464 plan sponsors in the
U.S

¥ Wide range of plan asset sizes and plan
sponsor industries represented



Global Benefits Attitudes Survey

Employees have concerns about their future financial state
Few employees think they are saving enough for retirement

The gap between the average of how much employees think
5% they should have saved for retirement and how much they

My generation is likely actually saved

to be much worse off Savings rates as a percentage of income
in retirement than my _

parents® generation 64% Gender Generations Salary

are/were

13%

When | come to retire 6%
Social Security will be

much less generous
than it is now 6 7 % Female Male Boomers Gen X GenY GenZ Less than  $90:000 $100,000

_ _ $50,000 fo or more
. Saved last year . Desired saving rate

$99,999

Gap 6% 4% 4% 5% 5% 7% 6% 5% 3%

Note: Percentage agree or strongly agree
Sample: Full-time employees only.
Source: 2019 Global Benefits Attitudes Survey, United States

willistowerswatson.com

© 2020 Willis Towers Watson. All rights reserved. Proprietary and Confidential. For Willis Towers Watson and Willis Towers Watson client use only.
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How can we encourage saving for retirement earlier?
Saving for retirement is the top financial priority only for older employees

What would you say are currently your top financial priorities?

Rank 20s 30s 40s 50 plus
Retirement

1 y, savings
2 \ General saving
3 Debt repayment
4

P
5 f \| Other major

‘~l expenditure

Other major

expenditure

Sample: Full-time employees only.
Source: 2019 Global Benefits Attitudes Survey, United States.

Global Benefits Attitudes Survey

Retirement Risks Employees aged 50 or older

Saving 5% or less of income and want to save more

26%

Difficulty paying credit cards, personal loans or student loans

Taken a loan from 401(k)

Made permanent withdrawal from 401(k)

©

O

9%

2 In 5 employees approaching

retirement are facing at least one key retirement risk

willistowerswatson.com
© 2020 Willis Towers Watson. All rights reserved. Proprietary and Confidential. For Willis Towers Watson and Willis Towers Watson client use only.
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Global Benefits Attitudes Survey

Employer plans continue to be the foundation of employeesO retirement saving
Employees across all age groups are willing to pay for more generous benefits

| would be willing to pay a higher

My retirement plan is the primary way | save for retireme nt amount out of my pay each month

P Formal for a larger, more generous !
80% LS emae
1 =
70% i 8 Male Age I retirement
i benefit
60% . SRR
° | g e
509 . ®  cenx 50+ 67%
40% 2 ceny R N
PO Gen Z | :
o i s  6/%
20% i _ swooc0ormore NN @@ RR———— ————
° S
10% o $50,000 to $99,999 0 305 67%
0% i Less than $50,000

2010 2019

' 63% My retirement plan is more important to me than ever before.

Note: Percentages indicate OAgreed or OStrongly agreeO.
Sample: Full-time employees with an employer retirement plan and employer health care plan respectively.
Source: Several years of Global Benefits Attitudes Survey, United States

willistowerswatson.com WillisTowers Watson LI1"1"lsl 71
© 2020 Willis Towers Watson. All rights reserved. Proprietary and Confidential. For Willis Towers Watson and Willis Towers Watson client use only.



Global Benefits Attitudes Survey

The business case for retirement plans

Employees with plans that meet their needs are engaged with their jobs and are more likely to
want to remain with their employers

T

22% 33% 56%

Highly
Engaged with job .\

My retirement plan 2 1% 30% 65%

IS an important
reason | will stay

with my employer .\ ’\

Note: Percentages indicate OAgreed or OStrongly agreed for Onretit plan is an important reason | stay with my employerO.
Sample: Full-time employees with an employer plan

Source: 2019 Global Benefits Attitudes Survey, United States

willistowerswatson.com

WillisTowers Watson LI1"1"lsl
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Reimagined DC Plans Fit for New Purpose

Historically Lifetime Savings Account

Retirement

-

Manage Debt

&) - )

=B

Childbirth/Adoption

™

House Purchase

College Savings

After Tax
Emergency Sidecar

T\

High Earner
Supplemental
Savings

Retirement

T

willistowerswatson.com
© 2020 Willis Towers Watson. All rights reserved. Proprietary and Confidential. For Willis Towers Watson and Willis Towers Watson client use only.
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But financial wellbeing can rarely be a one-size-fits all approach !

Financially Resilient

Lifetime
ST —— Affluent consumer
Avoid debt lanni wealth management
mistakes, risk Panning products
n
-8 Save enough for
o _ _ reasonable FiT Age
> Financially Vulnerable _
o Avoid tax torpedo At-retirement
9 One on one decisions
= Spending/  financial coach »
© .
IC—E saving tool Investment efficiency Protect family
“ Maximize DC
%) i Short-term savings/ match
28 Family gs
L&é spending skills emergency fund

Sustainable credit
access & refinance  No penalty banking

Receptiveness to Traditional Solutions

willistowerswatson.com WillisTowers Watson 1:1"1"I:l
© 2020 Willis Towers Watson. All rights reserved. Proprietary and Confidential. For Willis Towers Watson and Willis Towers Watson client use only.
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The biggest thing to happen
to AmericaOs savings rate:




The biggest thing to happen
to AmericaOs savings rate:

Automatic enrollment 90%
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What works?

Mental

Defaults Anchoring Accounting



Smart Automation & Defaults

SIMPLE DEFAULT CHOICE DEFAULT

Are you currently saving for
retirement?

Are you currently saving for
retirement?
No? Your new checking account
comes with a retirement savings
account. 3% of each deposit will
be transferred to your RSA
account.

No? Your new checking account
comes with a retirement savings
account. A percent of each
deposit will be transferred to your
RSA account.

Does that sound ok?

Would you like 10%, 6%, or
V 7
N—

Vo8& (H)*+#), - #0.H#%)) (+IH12/02+H3 " HA*S-H#*#+'H6 .+ [5H




Simple Simple

Ever Open Still Open



Anchors & Recommendations



~ $19/month
IN savings

Simple Opt-Out  Loss Aversion



Decision Aids



Decision Aids

Enrollment
from 78% to
80%

At scale,
additional

employees saving
In Oregon.



Big take-aways

1.'Most people already want to save D you donOt have to
convince them itOs important.

2.1The ease of process Is possibly more important than
the product.

3.ITime contributions to moments when people wonOt miss
the money.

4.1Additional information, when framed well, can have
outsized impacts.




Common Cents Lab Is supported by:

Founding Partner

At MetLife Foundation, we believe financial health
belongs to everyone. We bring together bold solutions,
deep financial expertise and meaningful grants to build
financial health for people and communities that are
underserved and aspire for more. We partner with
organizations around the world to create financial
health solutions and build stronger communities,
engaging MetLife employees to help drive impact. To
date, our financial health work has reached more than
6 million low-income individuals in 42 countries.

To learn more about MetLife Foundation, visit

BlackRock helps investors build better financial futures.
As a fiduciary to investors and a leading provider of
financial technology, our clients turn to us for the
solutions they need when planning for their most
important goals. As of December 31, 2018, the firm
managed approximately $5.98 trillion in assets on
behalf of investors worldwide.

Twitter: @blackrock | Blog:
LinkedIn:
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ROLE RETIREMENT SAVINGS
BUILDING RESILIENCE AND
FINANCIAL WELL-BEING

Pablo Antolin
Principal Economist, Head of the Private Pension Unit, and Deputy Head of

the OECD Division on Insurance, Private Pensions and Financial Markets
CRI Annual Policy Innovation Forum 2020




> Purpose, risks and challenges facing
retirement savings

" 1 Retirement savings: make sure people have resources tdinance
retirement

" 1 Investment risk (shocks before retirement (financial marke ts fall like
2008 and Feb-March with COVID-19)), and longevity risk (outlivin g
oneOs resources)

" 1 Population ageing, and low growth and low returns, alr eady creating
problems: same savings (contributions), same contribution period
(number of years contributing), lower annual retirement income

" 1 Same total retirement income (retirement income or pension wealth) to
cover a longer period

"1 Same contribution will fetch lower accumulated savings because investment

will return less, unless riskier investments, but higher r isk of falling short of
retirement needs.




>> New challenges facing retirement savings

" 1 New risks: financial needs due to the economic impact ofthe pandemic
=> access to retirement savings => |ess retirement savings
tomorrow (less assets, reduction in compound interest earned, liquidity
needs and less long-term investment)

I A lower capability to contribute to retirement savings p lans from
Individuals (wages reduced or lose their jobs), and from employers
(financial distress) => lower savings , lower future retirement income
(adequacy problems?)

"1 An other challenges:



> Challenges and policies (guidelines)

DTG CCERCAVEUTEN I S SARN G GCINEIEEVIE ¥ Stay the course: limit the materialisation of
accounts from falling financial markets investment losses  (e.g. communicating consequences)

¥ Secure the solvency of retirement plans and the
business of providers
(e.g. lengthening recovery periods of DB plans failing to meet
funding requirements)

Increase liabilities from falling interest rates
in retirement savings arrangements with
promises

Lower capability to contribute by individuals ¥ Stay the course: continue contributing (subsidising
(job losses, lower wages) and employers contributions)

¥ Address operational disruptions
Operational disruptions, working remotely (e.g. improving online procedures)

¥ Protect from scams and cyber attacks

Cyber-attacks, frauds and scams (e.g. warning plan members and giving them tips to avoid
them)

R iRV s Relo nle e N RIslE=I(= 1M ¥ Access to retirement savings measure of last resort

earned from policy measures to provide and based on individual specific (hardship)
short-term relief circumstances




> Guidelines, responses and countries

I Limit the materialisation of investment losses

(e.g. communicating the consequences short-term looses of
switches and withdrawals)

I Secure the solvency of retirement plans and the
business of providers

(e.g. lengthening recovery periods of DB plans failing to meet
funding requirements)

I Subsidise contributions
(e.g. providing wage subsidies covering pension contrbutions)

I Address operational disruptions
(e.g. improving online procedures)

I Protect from scams and cyber attacks
(e.g. warning plan members and giving them tips to avoid them)

Provide short-term relief with potential long-term
risks

(e.g. facilitating early access to retirement savings)

¥ Australia, Canada, Colombia, Chile, Germany,
Hungary, Latvia, Mexico, New Zealand, United
Kingdom, United States

¥ 29 OECD countries + Croatia, Kazakhstan,
Kenya, Mauritius

¥ Iceland, Netherlands, New Zealand, North
Macedonia, Slovak Rep., Sweden, Switzerland,
United Kingdom

¥ Most OECD countries

¥ Australia, Austria, Luxembourg, Mauritius,
New Zealand, Slovenia, Sweden, United
Kingdom

¥ Australia, Belgium, Canada, Chile, Colombia,
Denmark, Estonia, Finland, France, Iceland,
Peru, Portugal, Slovak Rep., Spain, United
Kingdom, United States



>> Guidelines to strengthen retirement savings

" 1 Allow access to retirement savings as a measure of Ist resort and
based on individual specific exceptional circumstances. Rdirement
pots are to finance retirement. Accessing retirement savings could
lead to materialising temporary asset values loses, liquidity and
Investment management problems to pensions funds, and, more
Importantly to retirement income adequacy shortfalls. C urrent
regulatory frameworks already allow for tapping retir ement savings in
exceptional circumstances when substantial income lossesoccur

" 1 Maintain programs subsidizing wages and contributions. The
pandemic is an external shock to the entire economy



> Strengthen the resilience In retirement
savings going forward

I Automatic features, default options, simple information and choice, financial
Incentives and financial education lead to better retirem ent outcomes

"1 Mechanisms such as automatic enrolment and escalation ofcontributions
can harness inertia to make pension systems more inclusive and help
Increase contribution levels

" 1 People unable, or unwilling, to choose a contribution rate, a pension
provider, an investment strategy or a post-retirement p roduct, may benefit
from default options

" 1 There are also other tools to help with decision making, including: web
applications, limiting options and making comparisons easier , and financial
Incentives. Pension statements can convey key informatian simply, while
financial education seminars and financial advice can help people
understand the information.




> Strengthen the resilience In retirement savings
going forward

" 1 COVID-19 highlights: People need savings for emergency situéons
" 1 A few countries have more than one long-term saving accant.
" I'They have a retirement saving account (no access)

" 1A emergency savings account (access under exceptional
circumstances)

I Contributions split between the two. Balances not used at retirement
end in the final retirement pot.

| Calls on OHow best toO invest assets earmarked fetirement to assist
on the recovery, ESG, Infrastructure, technology develgment

I By all means, they should invest, but not on whatever,in those
Investment opportunities that maximise retirement savings a djusted
by risk and fees and charges
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