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A look at the important topics impacting our clients
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Have You Met Your Match?

Dear Plan Sponsors,

Just how important is a 401(k) match to your employees? It appears to be top of mind,
according to Principal’s 2021 Retirement Security Survey. The study’s results show that the
match matters most, as the top retirement plan considerations of survey participants when
considering a new job are as follows: employer match (91%), eligibility requirements (80%),
vesting requirements (74%), investment options (73%) and withdrawal options at job change
or retirement (70%). 

Moreover, one in four respondents indicated that they were considering retiring from their
job or looking for a new one over the next 12 to 18 months. In an especially tight labor
market, this means employers need to do all they can to attract top talent to their
organizations. 

How Do You Stack Up?
With employer match on the minds of workers, and many considering making a career move
in the near future, it makes the following question all the more important: “What are your
competitors doing to assist their workers in planning for retirement?” Here’s a roundup of
some recent data on employer trends.

Employer contributions. According to U.S. News & World Report, the average 401(k)
employee contributions for Vanguard retirement plans in 2020 was 7%, with employers
contributing an additional 4% to their accounts. Still, total contributions continue to fall short
of the goal of 15% of annual income frequently recommended by many financial advisors.

Match formulas. T. Rowe Price’s Reference Point benchmarking report of 674 retirement
plans, published in June 2021 details the top five employer-match formulas for their defined
contribution plans in 2020:  
 
50% up to 5% (20%) 
100% up to 3% + 50% up to the next 2% (19%) 
100% up to 4% (12%) 
100% up to 6% (11%) 
100% up to 5% (9%) 
   

As we enter the peak of summer, we hope you
are enjoying time with family and friends.
Whether that is taking a long, built-up vacation
or spending time near a pool or beach, it is
always good to recharge those batteries!
 
In this edition of our newsletter, we provide two
surveys. The first highlights the value of 401(k)
employer matching. The second addresses
retirement confidence for both employees and
retirees given the current economic conditions.
   
Attached you will find a newsletter for your
employees regarding updates to the SECURE
Act of 2019. One specific change includes a
discloser requirement that you and you
employees will find on your retirement plan
quarterly statement under the section “lifetime
income” disclosure. This disclosure is provided to
better assist in understanding how much income
current balances might provide during
retirement. Most retirement plan participants will
see the lifetime income disclosure for the first
time on their June 30, 2022, quarter-end benefit
statement. 

As a friendly reminder, if your plan year end is
12/31/2021, 5500 filings are due by July 31, 2022.
However, if you in the midst of an audit or need
to file late, you can extend the filing (penalty
free) until October 17, 2022. 

As always if you have any questions or need
assistance, please do not hesitate to reach out!

Best regards,

The SFP Wealth Retirement Plan Team 



Vesting schedules. XpertHr’s 2021 Employee Benefit Survey, as reported by CNBC, asked 452 U.S. employers how long their matches take to vest.
Results were as follows: immediate (28%), one year (13%), two years (7%), three years (14%), four years (6%), five years (17%), six years (10%) and
unknown (5%). 
 
Show Them the Money 
According to CNBC, more than 40% of workers say it would take “a miracle” for them to be financially prepared for retirement. At this time, it’s advisable
to look at your retention numbers and peruse your exit interviews. Are many human resource losses likely related to a perceived weakness in your
retirement plan? Compare your defined contribution offering, especially in the above spheres, to what other organizations in your industry and area are
doing. Because it’s more than likely that, if you don’t, at least some of your current employees will be in the near future. 

Sources: 
https://www.troweprice.com/content/dam/ide/articles/pdfs/2021/q2/reference-point.pdf   
https://www.cnbc.com/2021/09/14/36percent-of-americans-say-they-wont-have-enough-to-retire-report-finds.html  
https://money.usnews.com/money/retirement/401ks/articles/how-much-should-you-contribute-to-a-401-
k#:~:text=The%20average%20401(k)%20contribution,of%20their%20salary%20for%20r 
https://www.cnbc.com/2021/06/17/most-workers-wait-years-for-company-401k-matches-to-vest.html  
https://businessrecord.com/Content/Insurance-Investments/Insurance-Investments/Article/-span-style-font-weight-bold-Principal-span-Retirement-
Security-Survey-Tight-labor-market-talent-competition-will-drive-2022/171/833/95977?s=1  
https://landing.principal.com/financial-wellness/4-insights-consumer-financial-behavior  
https://smartasset.com/retirement/how-much-in-401k-to-retire 

Despite Concerns, Retirement Confidence Remains Steady

Nearly three quarters of workers and 77% of retirees in a recent survey said they remain at least somewhat confident that they will experience a
comfortable retirement, according to the Employee Benefit Research Institute. Nevertheless, a third of workers and a quarter of retirees felt less
confident this year due to the economic effects of the COVID-19 pandemic, with many respondents citing inflation as the reason.

Not surprisingly, those feeling less confident were also more likely to report poor health, lower income and saving rates, and higher debt. Women were
much more likely than men to report lower confidence levels.

In the 2022 Retirement Confidence Survey, more retirees reported higher-than-expected expenses overall compared to 2021, with notable jumps in the
housing and travel, entertainment, and leisure categories.

Despite these findings, 67% of workers and 72% of retirees were at least somewhat confident they will have enough money to keep up with the rising
cost of living during retirement, and similar percentages were at least somewhat confident they would have enough money to last a lifetime. The majority
of retirees said their retirement lifestyle has generally met their expectations, while a quarter actually said they're experiencing a better-than-expected
retirement.

How Do You Stack Up?

 Saving and investing for retirement (59%)
 Planning for future health and long-term care needs (36%)
 Developing a strategy for drawing income in retirement (30%)

 Planning for future health and long-term care needs (48%)
 Savings and investing for retirement (32%)
 Being able to leave an inheritance to your children or other family members and developing a strategy for drawing income in retirement (tied at 31%)

When asked about their top three long-term financial-planning priorities, saving and investing for retirement made the list for both workers and retirees.

Workers
1.
2.
3.

Retirees
1.
2.
3.

Savings and Confidence Hurdles
The survey also highlighted a few challenges workers and retirees face when it comes to achieving a comfortable retirement. More than four in 10
workers said that college savings or payments are limiting how much they can save, and nearly half said that debt has had a negative impact. Similarly, 

https://www.troweprice.com/content/dam/ide/articles/pdfs/2021/q2/reference-point.pdf
https://www.cnbc.com/2021/09/14/36percent-of-americans-say-they-wont-have-enough-to-retire-report-finds.html
https://money.usnews.com/money/retirement/401ks/articles/how-much-should-you-contribute-to-a-401-k#:~:text=The%20average%20401(k)%20contribution,of%20their%20salary%20for%20r
https://www.cnbc.com/2021/06/17/most-workers-wait-years-for-company-401k-matches-to-vest.html
https://businessrecord.com/Content/Insurance-Investments/Insurance-Investments/Article/-span-style-font-weight-bold-Principal-span-Retirement-Security-Survey-Tight-labor-market-talent-competition-will-drive-2022/171/833/95977?s=1
https://landing.principal.com/financial-wellness/4-insights-consumer-financial-behavior
https://smartasset.com/retirement/how-much-in-401k-to-retire
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more than a quarter of retirees said debt has hampered their ability to love comfortably. 

Nearly four in 10 workers and two in 10 retirees do not know where to go for financial guidance. More than a third of workers and 21% of retirees said
they rely on family and friends, while just 29% of workers and 38% of retirees said they work with a financial professional. Of those workers not currently
working with a financial professional, 45% said they expect to do so in the future, up from 38% in 2021.

On the positive side, both workers and retirees who work with financial professionals said they were their most trusted resource.

For more information on this year's Retirement Confidence Survey, please visit www.ebri.org. All investing involves risk, including the possible loss of
principal, and there is no guarantee that any investment strategy will be successful. There is no assurance that working with a financial professional will
improve investment results.



Your 401(k) Statement Will
Soon Have Lifetime Income
Estimates. What to Know.

Participants in 401(k)s should begin seeing a "lifetime income illustration" on their statements this year, getting an
estimate of how much guaranteed monthly income their current account balance would generate if they purchased an
annuity. For many savers, however, the estimate will be more like a guess.

Under an interim rule as required by the 2019 Secure Act, plan administrators must provide two estimates: one for a
single-life annuity, which gives the owner monthly payments until death, and another for a joint annuity, which extends
those monthly payments to a surviving spouse. The estimates must appear alongside participants' account balances on
statements at least annually beginning this year, or quarterly if the plan allows participants and beneficiaries to direct their
own investments. A final rule is expected later this year.

Financial-planning experts say the illustration provides valuable information for savers, and could encourage workers to
contribute more by illustrating how their future income might fall short of needs or expectations. But they also say savers
should be careful as the assumptions used to calculate monthly payments are too general to provide an accurate number
for most individuals.

Lynda Abend, chief data officer for John Hancock Retirement, a 401(k) plan administrator, said the company's 3 million
plan participants will begin seeing the illustration on their first-quarter statements this year. "I think it's a good place to
start," Abend says, "but there are definitely some limitations to the formal guidance that we have."

Those limitations are easy to identify. For one, the illustration will be based on the participant's current account balance
and assume that payments begin immediately. It also will assume that participants are currently 67 years old, or their
actual age if they're older.

The illustration will use a gender-neutral mortality table from the Internal Revenue Code to determine how long
participants and spouses are likely to live, and therefore how long those payments may last. That ignores data from the
National Center for Health Statistics showing that American women live 5.1 years longer than American men, on average.

In addition, plan administrators must use the current 10-year constant maturity Treasury rate to calculate monthly
payments. The 10-year CMT is the approximate rate used by insurers to price immediate annuities.

A Labor Department fact sheet uses an example of a participant with a $125,000 account balance purchasing an annuity
with an interest rate of 1.83%. With a single-life annuity, that participant would get monthly payments of $645 until death.
A joint annuity would provide monthly payments of $533 until the owner dies, at which point the surviving spouse would
begin collecting the same amount.

M. Tyler Ozanne, senior financial advisor with Probity Advisors, notes that the 10-year CMT fluctuates daily, which limits
the accuracy of monthly payment projections. In late March, that rate was 2.48%, up from 1.63% a year prior.

"The lower the rate, the lower the payout on an annuity, and the higher the rate, the higher the payout," Ozanne said. "So,
this year's calculation on your statement is not necessarily going to be next year's calculation."

What's more, since the illustration doesn't take into account future earnings, it likely will be irrelevant to younger workers
who recently started saving for retirement, Ozanne said. Given the illustration's formula, he worries those workers may be 



Abend said John Hancock Retirement is emphasizing to plan participants that
the illustration is merely an estimate of their monthly income in retirement
and shouldn't be relied upon when making financial decisions. She said the
illustration should lead savers to speak with a financial advisor and use online
tools provided by their 401(k) administrator, including monthly income
calculators that factor in future earnings and estimated investment returns.

"I think it's going to draw attention, and my hope is that it will drive more
questions from participants who want to better understand their own
financial situations," Abend says. "I think it's important that participants have
the tools available to them to customize and personalize for that
reason."

Copyright 2022 Dow Jones & Company, Inc. All Rights Reserved.

shocked at their meager monthly income projections, which could be "very discouraging and actually disincentivize them
to save."

Conversely, the illustration may serve as a wakeup call for middle-aged workers and those nearing retirement, spurring
them to save more, says Chad Parks, founder and chief executive of Ubiquity Retirement + Savings, which offers 401(k)
plans for small businesses.

"This is going to be a harsh reality for a lot of people because the country is facing a looming retirement crisis," Parks
said. "Use it as an estimator, and then play with the numbers to see how you could change that, meaning if you save
$100 extra every paycheck, what is that going to do to that number?"

Other considerations ignored by the illustration include inflation and the desire of many seniors to leave some money to
their children, Ozanne says. Retirees collecting annuity payments don't get annual cost-of-living adjustments like they
get from Social Security, so the illustration may provide an inaccurate picture of seniors' purchasing power throughout a
long retirement, he said.
Furthermore, once savers annuitize their assets, that money typically can't be left to heirs. "If leaving an inheritance to
your kids is one of your financial goals, the [illustration] is really irrelevant," Ozanne says. "For the individual saver, no
matter what your age is, you've got to take that number with a grain of salt."

Disclosures

Information from third parties may be proprietary, privileged and/or confidential, any use,
copying, retention or disclosure is strictly prohibited. Securities and investment advisory
services offered through qualified registered representatives of MML Investors Services, LLC,
Member SIPC. The views and opinions expressed are those of the author(s) and may not
accurately reflect those of MML Investors Services, or its affiliated companies. Local firms are
sales offices of Massachusetts Mutual Life Insurance Company (MassMutual), and are not
subsidiaries or affiliates of MassMutual, MML Investors Services, or their affiliated companies.
CA Insurance Lic. # 0H00925.
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