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Volume and acceleration of information has led to a much shorter time horizon 
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Question for the Audience

What is the biggest reason that many plan participants are not on track to 
have enough saved for retirement? 

1. Design of the current DC system is insufficient, regardless of participant 
behavior

2. Participants don't correctly use the tools at their disposal

3. Saving for retirement is not a top focus for many participants

4. Investment choices in DC plans are inferior to those included in DB plans



Success is possible

CONTRIBUTIONS

Start contributing at age 22

6% initial savings rate

50% employer match up to 6%

Auto-escalate 1% per year up to 10%

INVESTMENT GAINS

7.5% return (target date portfolio)

PRE-RETIREMENT WITHDRAWALS

None
 -
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Admirable Participant Assumptions 

Source: MFS proprietary retirement projection model. Please see last page for assumptions.

Market returns

Match

Contributions



Life starts to get in the way

CONTRIBUTIONS

Start contributing at age 22

3% savings rate (no escalation)

50% employer match

Stops contributing from age 26 – 30

INVESTMENT GAINS

6.5% return (diversified portfolio)

PRE-RETIREMENT WITHDRAWALS

Takes a $35,000 loan at age 40
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More Realistic Participant Assumptions 

Source: MFS proprietary retirement projection model. Please see last page for assumptions.

Doing the right things

Invest at 3%

Stops investing

Uses conservative allocation

Takes a loan



2014 Participant Survey

• 1000 DC plan participants

• Minimum of $1000 in their DC plan

• Conducted in February 2014

• Statistically aligned with EBRI demographics

• MFS proprietary survey in conjunction with Research Collaborative

Proprietary research on participant perspectives



0% 20% 40% 60% 80% 100%

Making changes to investments based on market
conditions

Invest appropriately to meet needs/goals

Determine how much to contribute

Employer Other Participants

Younger participants may look to their employer for guidance

Many participants acknowledge their role

"Who do you see as primarily responsible for each function with regard to your 401(k) plan?"

91%

84%

78%

Generation Y
Employer/Other

16%

22%

31%

Source: MFS Participant Pulse, Research Collaborative MFS Survey.   Please view methodology on last page.
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Contributions
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Question for the Audience

How does your plan engage participants to make sure they are informed of the 
specific tax deferral benefits of your 401 (k) plan:

1. Web based calculator

2. Regular communications

3. Do not specifically highlight

4. Inform participants during enrollment



52%

58%

62%

39%

23%

39%

<$50,000 Personal Income

Less than $100

More than $100

Exactly $100

42%

23%

35%

Generation Y

Less than $100

More than $100

Exactly $100

48%

20%

32%

Impact that a $100 contribution has on
take home pay

Less than $100

More than $100

Exactly $100

Reinforce basic concepts at the appropriate time

Misperceptions about contributions

Source: MFS Participant Pulse, Research Collaborative MFS Survey.   Please view methodology on last page.



The long term impact of today's decisions

$1.64 million

Balance at Retirement

"Admirable Behavior"
Balance at Retirement

Static Contribution Level

$782k $862k
Dollars lost

Making long-term a focus of todaySource: MFS proprietary retirement projection model. Please see last page for assumptions.
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Investment Gains
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Question for the Audience

One-Year Five-Year Ten-Year

26.46 0.42 -0.95

5.49 12.83 5.91

-9.10 18.33 17.46

1. Option 1

2. Option 2

3. Option 3

Which investment option would you choose?



Even long-term performance can be highly end point sensitive

Annualized Returns (%)

One-Year Five-Year Ten-Year

Option 1 26.46 0.42 -0.95

Option 2 5.49 12.83 5.91

Option 3 -9.10 18.33 17.46

Annualized performance for the S&P 500 Index

12/31/2009

12/31/2007

12/31/2000

As of Date

Trailing performance is not indicative of future results…

Source: Factset



0%

20%

40%

60%

80%

Performance Level of risk Asset class Principal
protection

Fees or
expenses

Fund company
reputation

Ability to
protect against

inflation

Morningstar or
other third
party rating

The name of
the fund

"While 401(k) investors rarely change allocations, when they do so their 

decisions are strongly correlated with market returns."

Past performance drives participants investment decisions

Understand how participants make investment decisions

Important Factors When Deciding How to Invest 401(k) Plan Assets

Gen Y

25%

Gen Y

16%

Gen Y

10%

Source: Julie Agnew and Pierluigi Balduzzi "Transfer Activity in 401(k) Plans"



Participants perspectives of investment basics

52%

56%

60%

64%

68%

72%

76%

All Gen Y Gen X Boomers

Participants are not investment expertsSource: MFS Participant Pulse, Research Collaborative MFS Survey.   Please view methodology on last page.

"Having a little bit invested in each option 

in your plan is the best way to diversify"

Agree Disagree

"Investing in a target date fund is the ideal 

way to diversify"

"When It comes to risk, stock index funds 

are safer than the overall stock market"

Agree Disagree

https://www.google.com/url?q=http://austinkleon.com/2008/02/12/gerd-arntz-and-the-woodcut-origins-of-the-stick-figure/&sa=U&ei=qNMxU7b4FfPp0QGRzYHoCw&ved=0CC8Q9QEwAQ&usg=AFQjCNE9TDG3TVceKdkeZX4ABuJ8wylitA
https://www.google.com/url?q=http://austinkleon.com/2008/02/12/gerd-arntz-and-the-woodcut-origins-of-the-stick-figure/&sa=U&ei=qNMxU7b4FfPp0QGRzYHoCw&ved=0CC8Q9QEwAQ&usg=AFQjCNE9TDG3TVceKdkeZX4ABuJ8wylitA
https://www.google.com/url?q=http://austinkleon.com/2008/02/12/gerd-arntz-and-the-woodcut-origins-of-the-stick-figure/&sa=U&ei=qNMxU7b4FfPp0QGRzYHoCw&ved=0CC8Q9QEwAQ&usg=AFQjCNE9TDG3TVceKdkeZX4ABuJ8wylitA
https://www.google.com/url?q=http://austinkleon.com/2008/02/12/gerd-arntz-and-the-woodcut-origins-of-the-stick-figure/&sa=U&ei=qNMxU7b4FfPp0QGRzYHoCw&ved=0CC8Q9QEwAQ&usg=AFQjCNE9TDG3TVceKdkeZX4ABuJ8wylitA


The order of returns matters

Managing for sequencing riskSource: MFS proprietary retirement projection model. Please see last page for assumptions.

 -

 1,000,000

 2,000,000

 3,000,000

 4,000,000

 5,000,000

 6,000,000

 7,000,000

 8,000,000

 9,000,000

 10,000,000

 22  24  26  28  30  32  34  36  38  40  42  44  46  48  50  52  54  56  58  60  62  64

S&P Returns 1970-2013 

S&P Best to Worst

S&P Worst to Best$



Question for the Audience

For your plan, what would upset participants the most?

1. Making a change to the investment lineup

2. Removing the ability to take a loan 

3. Eliminating paper/mail communications

4. Automatically increasing their contribution rate (i.e. auto-escalation)



Contributions + Investment Gains – Withdrawals

= Balance at Retirement

Withdrawals
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Is a loan a benefit…or a detriment?

46%
51% 49%

42%

0%

10%

20%

30%

40%

50%

60%

All participants Generation Y Generation X Boomers

50%

13% 13% 10% 7%

0%

20%

40%

60%

Pay off debt Purchase
primary home

Health care
expenses

Vacation Real estate other
than primary

home

Loans may help encourage bad behaviorSource: MFS Participant Pulse, Research Collaborative MFS Survey.   Please view methodology on last page.

"Actual use of 401 (k) proceeds" "A 401 (k) account is a good way to save 

for a major financial need like college or a 

first home"



When is a loan just a loan?

Balance at Retirement

"Admirable Behavior"

$1.64 million

Balance at Retirement

Taking a Loan

$1.48 million

$158k

Dollars lost

Making long-term a focus of todaySource: MFS proprietary retirement projection model. Please see last page for assumptions.
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All Participants GEN Y GEN X BOOMERS

31% 28% 35%

35% 37% 36%

27% 24% 26%

6% 11% 4%

Now for the Million Dollar Question…

32%

36%

25%

7%

More than enough to live 

comfortably in retirement

Just enough money to live 

comfortably in retirement

Enough money to pay basic 

living expenses, but not 

much more than that

Not enough money to pay 

even basic living expenses 

throughout retirement

NET:

Enough

(68%)

If you personally saved $1 million for retirement, at age 65, would you have:

Expectations should be increasedSource: MFS Participant Pulse, Research Collaborative MFS Survey.   Please view methodology on last page.



Contributions + Investment Gains – Withdrawals = Balance at Retirement

Harder to 

Implement

Lower Impact Higher Impact

Easier to 

Implement

Contributions

Asset Allocation

Enrollment

Escalation

Minimize Loans

Communication

Niche                  

Investments

Income

Solutions

From Concept to Reality



• Microsite

• Folders
• 2 pager

• Whitepapers

• Impact and Implementation matrix

• Plan sponsor survey results

Additional Resources

www.mfs.com/retirementequation



MFS Participant Pulse, Research Collaborative MFS Survey Methodology: MFS®, through Research Collaborative, an independent research firm, sponsored an online survey from February 

4 to February 11, 2014, of 1,000 defined contribution plan participants in the US between the ages of 20 and 69 who are employed and have at least a $1,000 balance in a plan with their current 

employer. MFS was not identified as the research sponsor. Gen Y refers to plan participants under the age of 34. Gen X refers to plan participants between the ages of 34 and 48. Boomers refers 

to plan participants between the ages of 49 and 67.

The MFS Retirement Model relies on the following basis assumptions:

• Beginning participant salary of $35,000

• 2% annual wage growth over 43 years of saving

• Average annual returns of 7.5% for a diversified target date portfolio, 6.6% for a conservatively allocated portfolio, and applied each year to portfolio 

ending balance plus contributions

• Employer match is 50% of salary up to 6%

• Employee loan taken at age 40 is repaid over 5 years and participate ceases contributing during that time

• The impact of fees is not included


