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While at the beginning of her savings journey, 
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She’s looking ahead, but not too far into the 
future; focusing on student loans and imagining 
a professional second act.
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With this edition of The Participant, we are a 
debuting a new stylistic approach to the maga-
zine, signaling how we see differently. By fea-
turing a young saver on our cover, we’re rein-
forcing our mission of empowering Americans 
to retire with dignity. To achieve this objective, 
our point of view has to extend decades into 
the future. Focusing on today’s market, or 
even applying a 10-year lens, is simply too 
short sighted: We have to be futurists.

That is why at State Street, we are en-
deavoring to reinvent retirement by following 
the lead of the individual and challenging the 
processes long held by institutions. When it 
comes to the participant, we are mindful of 
evolving lifestyles, life spans and approaches 
to work — changes that are often seamlessly 
supported by technology. 

To that end, we’ve researched and written 
articles on topics that we believe will be help-
ful in extending employers’ perspectives. 

Within this edition, we also explore tech-
nology’s role in retirement, with input from 
PensionBee, the UK digital application that 
allows users to centralize retirement savings 
and manage them within an online experience.

Reinventing 
Retirement 

In other departments, we examine indi-
vidual investors’ biases and gain insights from 
other financial experiences, specifically, taxes. 
Aligned with our long-standing legislative 
activism on issues addressing access and 
coverage, we look at how policy has catalyzed 
retirement advances and what we can expect 
for the future. We also posit what the clearest 
gauges may be for large-scale ESG adoption, 
and what indicators retirement plan sponsors 
should watch.

We hope the ideas presented paint a 
portrait of a refreshed retirement future, 
reinvented from multiple angles, reimagined 
for multiple stakeholders. 

If you have any questions or would like to 
discuss the ideas in this issue, contact me at 
David_Ireland@ssga.com

by David Ireland
Global Head of Defined Contribution

We are in the business of preparing for the future.  
Now more than ever, that means reinventing the 
retirement experience for individuals and institutions.

On the Cover
Taryn T., 28, Visual Designer
“Winning the lottery would help!” Taryn teases 
when talking about her financial future. An early 
retirement saver, Taryn first had access to an 
employer-sponsored plan through a college 
internship and has always participated, chal-
lenging herself to increase her contributions.

Taryn had been spurred to save by advice 
from her father and media coverage on the 
threat of savings shortfalls facing longer-living 
retirees. But her retirement savings discipline 
doesn’t mean Taryn’s preoccupied with the 
future. In fact, she says that when she looks 
ahead, she only thinks as far as her student 
loan repayment, a time when she expects to 
have “a little bit more freedom, not so many 
financial constraints, and enjoy life more.” 

Taryn’s vision of retirement is similar to 
her nearer-term aspirations. “I don’t think I’d 
be fully retired and stop working, but I’d prob-
ably do something different.” She pauses to 
consider working at a library or an animal res-
cue organization. “But not full time, so we can 
have the flexibility to travel.” Taryn is referring 
to her husband, Justin; though they haven’t 
talked seriously about retirement yet.

With so much of her career ahead of her, 
Taryn describes the horizon as equal parts 
scary and exciting. She is practical, bad things 
like job loss can happen; solutions-oriented, 
government support would be useful to her 
student loan-plagued generation, but also 
generally optimistic.
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One company’s 401(k) plan was a benefits 
bright spot — but it sought to make it even 
better. 

Small financial changes are easy to miss. 
That’s bad news for taxpayers — but good 
news for retirement savers.

Target date funds have become participants’ 
primary savings strategy — and as such, they 
should do more. 

Regardless of the business, technology is 
becoming the business model. One tech 
entrepreneur opines on how retirement can 
revolutionize. 

Public policy has been the quiet catalyst of 
industry innovation for more than four decades. 
Is passage of the SECURE Act signaling a new 
retirement roar? 

ESG adoption has been slow to scale in 
the US, but factors like growing demand, 
improved data and strategic diversification 
are winning wider recognition. 

Find Us Online
Visit us at:
ssga.com/definedcontribution

Feedback
We welcome your ideas and 
feedback on articles, as well as 
suggestions for future issues. 
Reach us at
theparticipant@ssga.com

Subscribe
Sign up for your free digital 
subscription
at ssga.com/theparticipant
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Shifting the DC 
Experience from 
Good to Great

A long-standing Fortune 100 com-
pany was looking to help employ-
ees maximize their retirement 
wealth. In the same way people 
interpret visual puzzles differently, 
such as the classic bunny versus 
duck example, sponsors can ap-
ply different lenses to seeing and 
solving for the same scenario. The 
company in question opted for 
sophistication over simplicity. 

The Situation
Companies that stand the test of time 
are driven by a commitment to excel 
at every dimension of the business, 
including employee benefits. For one 
veteran Fortune 100 company, offering 
a default-led 401(k) investment menu 
wasn’t enough; leadership believed its 
participants deserved options that went 
beyond the basics. 

Inspired by optimization, this firm 
revisited its defined contribution (DC) 
plan to ensure that it was fit-for-purpose, 
delivering carefully curated investment 
options to support participants in maxi-
mizing their retirement wealth. 

A Different Participant Perspective
Sponsors have historically sought sim-
ple saving strategies for two reasons: 
1) to engage every plan participant, 
including the least investment savvy, 
and 2) to protect the organization from 
litigation driven by participant confu-
sion. From paternalism to protection-
ism, the decision makers’ objectives are 

Fine-tuning the 401(k) offering was not 
something the firm took lightly, as the 
retirement savings plan ranked as one 
of the most important and satisfactory 
components of its wide-ranging ben-
efits program, according to an internal 
survey. In addition, account balances 
reflected a largely affluent and engaged 
workforce. Therefore, menu changes 
had to be sound so as not to risk tarnish-
ing a benefits bright spot.

State Street’s Ecosystem
Using company-provided participant 
data and plan background information, 
State Street performed a collaborative 
and iterative ecosystem analysis to eval-
uate the firm’s existing investment lineup 
and map participant portfolios against 
the efficient frontier. 

The State Street ecosystem analy-
sis evaluates the investment options in a 
plan lineup and other plan design fea-
tures, such as plan enrollment, employer 
and employee contribution rates, other 
retirement vehicles (including defined 

logical, but the strategy of safety over 
sophistication can deprive participants 
of opportunities to make a meaningful 
difference in their wealth accumulation.   

Not shying away from complexity, 
the firm in question opted for a different 
approach, one focused on delivering a 
finely calibrated investment menu and 
supporting participants in gaining the 
greatest value. It set about vetting this 
approach by testing the efficiency and 
effectiveness of its investment menu. 
Working with State Street Global Advi-
sors, the firm undertook a plan ecosys-
tem analysis in the summer of 2018 to 
assess:

•  Plan design Is the investment menu 
strong and diverse, does it offer the 
potential for wealth creation across a 
wide spectrum of risk appetites, and 
is it a good value?

• Participant behavior Are 
participants using the menu 
effectively to maximize their 
retirement readiness?

State Street Global Advisors Participant Spring 20196 7



Figure 1:  
State Street’s Ecosystem 
Analysis Framework

benefits plans) and participant decision 
making. This holistic view of the plan 
allows State Street to evaluate all of the 
“levers” available to a plan sponsor and 
identify the most efficient way of helping 
participants achieve their retirement 
goals. 

To ensure recommendations for 
plan design customization benefit the 
full plan and validate the effort associat-
ed with change, they must be: 

• Differentiating Does this 
characteristic truly make the plan 
different from other plans?

• Impactful Does this differentiating 
characteristic have a material 
impact on the population’s ability to 
meet retirement goals?

• Consistent Is this differentiating 
characteristic consistent across 
the plan population or separable 
population subsets?

Through this work, State Street offered 
the firm insights on the current state 

of its plan design and participant 
behavior, and helped inform course 
corrections. 

Plan Investment Menu
The firm’s DC plan features 22 invest-
ment options, organized into three 
investment tiers. The level of choice 
available is meaningful and enables par-
ticipants to create highly personalized 
portfolios.

An efficient frontier analysis of the 
investment lineup revealed additional 
plan prowess. By mapping against an 
“unconstrained” efficient frontier, a clear 
picture emerged of the existing invest-
ment lineup offering robust exposure to 
key asset classes.

Participant Behavior
While participants had the tools to 

construct effective portfolios, Figure 
4 illustrates how their performance 
lagged optimized returns.  For some, this 
discrepancy was due to participants 
artificially constraining their risk budget 

Tier 1: Target Date Funds
Figure 2:  
Investment Menu Reflects 
Strong, Highly Diversified 
Offering 

Tier 3: Additional Funds — A Mix of Active and Passive

Fixed Income 
(5 funds) 

Domestic Equity 
(4 funds)

International 
Equity 
(3 funds) 

Alternatives 
(3 funds)

Company Stock

Tier 2: Core Passive Funds

Fixed Income 
(2 funds) 

Domestic Equity 
(2 funds)

International Equity 
(1 fund)

Source: Profiled Company.

while others simply had an opportunity 
to improve returns at a given level of risk. 
Note that as part of this analysis, State 
Street removed target date and compa-
ny stock holdings to focus on core fund 
exposures. 

Informed by State Street’s analysis, 
the firm saw an opportunity to nudge 
participants closer to the efficient fron-
tier, giving its employees a better chance 
of meeting its targeted 70% replace-
ment rate without dramatically increas-
ing savings rates.  

A New Day 
The firm has determined that tools and 
education, not a revision or reduction of 
the investment menu, will improve par-
ticipant outcomes. In fact, funds were 
neither added nor removed based on 
the analysis. Instead, the sponsor will 
pursue the following improvements to 
promote retirement readiness:

• Target participant education 
on asset allocation to nudge 

Through the ecosystem analysis, the firm identified 
an opportunity for participants to make minor 
portfolio adjustments to capture incremental 
returns without taking on additional risk. The 
solution wasn’t a change to the investment menu, 
but a change in the participant experience. 

Source: State Street Global Advisors.

Income 
Replacement 

Ratio
Participation 
/ Contributions
• Automatic Features
• Plan Sponsor Match
• Participant Savings Patterns
• Participation by Age Cohort

Menu Design
• Equity Ratio
•   Qualified Default  

Investment Alternative  
(e.g., Target Date Fund)

• Company Stock
• Stable Value

Asset Allocation
• Asset Class Concentrations
• Allocations by Age Cohort
•  Efficiency of Participant  

Portfolios
• Investor Types
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Source: State Street analysis based on information provided by plan sponsor, as of December 2017. Risk and return forecasts are 
based on 20-year historical data as of June 30, 2018.

Figure 4:  
Participant Portfolios Fall 
Short of the Efficient Frontier 

Number of Participants

 0–50

  50–100

 100–150

  150–200

 200–250

  250–300

 300–350

  350–400

 400–450

  450–500

Expected Return (%)

Expected Risk (%)

0 2

2

4

4

8

8

6

6

10

10

12

12

14

14

16

16

18

18

20

20

Source: State Street analysis based on information provided by plan sponsor, as of December 2017. Risk and return forecasts 
are based on 20-year historical data as of June 30, 2018. Assumes starting age of 21, retirement age of 65, starting salary 
of $30,000 growing at 4.5% per year, default savings rate of 3% auto-enroll, auto-escalate to 6% plus maximum 4% match, 
drawdown rate at retirement of 3.7%. Total replacement rate includes 30% Social Security and DC replacement rate. Replacement 
rate at retirement assumes age 65. There is no guarantee that the above projections and expected returns will materialize.

Figure 5:  
Opportunities to Rebalance  
the Risk-Reward Trade-offs

  Regression Curve Based 
On Actual Participant 
Allocations

  Required Contribution Rate 
Based on Actual Participant 
Allocations
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1 Zulz, Emily. “Older, Wealthier Investors May 
Be More Into Digital Advice Than You Think,” 
ThinkAdvisor, February 15, 2018.  https://
www.thinkadvisor.com/2018/02/15/older-
wealthier-investors-may-be-more-into-digital/ 

users’ tolerance for complexity. Instead, 
intuitive and engaging technologies have 
nurtured consumer capabilities, enabling 
people to confidently navigate a range  
of digital experiences and increasing 
opportunities for self-service.

Within financial services, and spe-
cifically retirement investing, the rise of 
robo-advice has been a well-tread topic, 
as it promises to increase savers’ access 
to insights at lower costs. Research from 
Cerulli Associates finds investors’ open-
ness to “robos” has increased as recent-
ly as 2015, with investors seeing digital 
intelligence as a kind of diversification 
beyond analog advice.1 Digital insights 
can take the form of tools modeling the 
portfolio effects of contribution or in-
vestment changes or dashboards offer-
ing access to additional resources.

We see these themes trending glob-
ally in State Street’s 2019 Global Retire-
ment Reality Report (GR3), in which we 
spoke to retirement savings plan decision 
makers in the United States, United 
Kingdom, Ireland, Australia and the 

Netherlands. Across the markets, 75% 
of plan decision makers cited the ability 
to access advice as the attribute partici-
pants valued most in a retirement savings 
plan, ahead of ease of use (73%), low 
costs (67%) or investment design (46%). 
By complementing digital platforms with 
human advice, sponsors have opportuni-
ties to balance efficiency with judgment, 
support more informed investment deci-
sions and facilitate better outcomes. 

Without sacrificing 401(k) quality 
and complexity, the firm profiled here 
has stayed true to the retirement sav-
ings objectives of plan design strength 
— offering a high-quality, diverse in-
vestment menu — and informed par-
ticipant engagement — maximizing 
retirement readiness efforts. Leveraging 
data and modeling, the firm has found 
its formula for success by daring to see 
differently. 

Excludes TDF and Company Stock Fund
Source: State Street analysis based on information provided by plan sponsor, as of December 2017. Risk and return forecasts are 
based on 20-year historical data as of June 30, 2018. There is no guarantee that the above projections and expected returns will 
materialize. 
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participants closer to the efficient 
frontier.

• Implement an auto-rebalancing 
feature to help ensure that 
participant portfolios stay on track.

• Review the tools currently available 
to participants and determine if 
additional participant tools could 
be made available and would be 
beneficial to use in selecting and 
modeling core investment portfolios.   

• Continue to solicit feedback from 
employees looking for improvements 
to the plan.

• Modify plan design to encourage 
401(k) savings through increases to 
auto-enrollment, auto-escalation 
and company match. 

The firm’s belief that its participant pop-
ulation can rise to the intricacy of its in-
vestment menu may seem like a disrup-
tive concept for a workplace retirement 
plan, but in the consumer arena, it’s not 
new. Innovation in consumer technol-
ogy did not stall at a perceived level of 
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What the Tax 
Man Can Teach 
Us About 
Participant 
Behavior

The big impact of small changes
What can the DC industry take away 
from taxpayers’ response to the 
new tax rules? One lesson is that 
small changes over time can have a 
relatively minor emotional impact — 
meaning plan sponsors can encour-
age participants to save more without 
fear of a backlash. 

Consider participants who take 
advantage of automatic escalation 
plan features that increase their con-
tributions by 1% or 2% a year. They 
quickly adjust to the effect these in-
creases have on their paycheck. But 
over years or decades, those regular 
increases can help participants accu-
mulate considerably more retirement 
savings than if they’d kept a static 
contribution level.

Thoughtful plan design and com-
munications strategies can help pro-
mote the big impact of small changes 
to participants. Consider adopting one 
or more of the following strategies:

In 2017, Congress passed the Tax Cuts 
and Jobs Act (TCJA) with great fan-
fare. The sweeping legislation remade 
large sections of the U.S. tax code, 
slashing taxes on corporations and 
delivering lower rates for many income 
tax brackets. 

But taxpayers paid most attention 
to just one part of that complicated 
equation: the TCJA’s impact on their 
own tax bills. From that perspective, 
the news was good. The average 
household was expected to pay rough-
ly $1,600 less in taxes, according to 
the Tax Policy Center; middle-income 
households could see their tax bills fall 
by about $900.1

Fast forward to early 2019, and 
taxpayers’ reactions were decidedly less 
positive. So why had many taxpayers 
soured on legislation designed to put 
more money in their pockets? To answer 
that question, it’s worth considering the 
fundamental tenet of behavioral eco-
nomics: People often don’t act rationally 
when it comes to money.

the larger annual savings figure 
instead of the smaller, per-paycheck 
contributions. 

In many ways, the behavioral instincts 
we’ve inherited from our ancestors serve 
us well. They keep us safe and help us 
develop strong bonds with loved ones. 
But in some situations, our natural wiring 
can lead us toward decisions that simply 
aren’t in our best interest. Fortunately, 
plan sponsors can take advantage of 
powerful tools and strategies to help 
participants make rational decisions for 
their future. 

Understanding our biases
Our decisions often are influenced by 
emotional and cognitive factors. These 
tendencies worked well for our pre-
historical ancestors, whose instincts 
kicked in to help save them from pred-
ators. But these days, letting emotional 
or cognitive biases affect our deci-
sion-making process can lead to bad 
outcomes — especially when it comes 
to money. For instance, investors’ emo-
tional reactions to stock market move-
ments often lead them to sell at market 
lows and buy at peaks. 

Our biases also lead us to place 
outsized importance on recent events. 
This recency bias may be what’s fueling 
some taxpayers’ dissatisfaction with 
the new tax rules. The TCJA has indeed 
lowered tax bills for most taxpayers. The 
problem, however, is that many taxpay-
ers didn’t see those tax savings where 
they expected to see them — at the 
bottom of their tax return. As people fin-
ished their 2018 returns, social media lit 
up with stories of lower-than-expected 

Public response to the 2017 Tax 
Cuts and Jobs Act provided in-
sight into a financial idiosyncrasy: 
invisible incrementalism. While 
people gained more in their 
monthly paycheck, they received 
less in their annual refunds — an 
outcome that created frustration. 
But what if the equation were 
reversed? If incremental additions 
(and conversely subtractions) can 
go unnoticed, then can sponsors 
nudge harder for savings in pur-
suit of a larger participant 
payout?

• Auto-escalation Automatic 
plan design features can help 
participants overcome a common 
behavioral stumbling block: inertia. 
With an auto-escalation feature, 
plan participants decide only once 
to increase their contributions. 
Thereafter, the plan does it 
automatically, boosting contributions 
on a regular but gradual basis. 

• An annual campaign promoting 
1% to 2% contribution rate 
increases Consider running these 
campaigns early in the new year, 
when participants are especially 
receptive to messages about saving 
and long-term financial discipline.

• An end-of-year “windfall” 
statement A special statement 
can illustrate how much extra a 
participant has saved during the 
year as a result of their increased 
contribution rates. This approach 
can help reinforce participants’ 
positive decisions by highlighting 

refunds and bigger-than-expected tax 
bills. By mid-February, the average tax 
refund in 2018 was nearly 17% lower than 
in the previous year, according to the 
Internal Revenue Service.2

The drop in refunds is due in part to 
a change in the IRS’ withholding tables 
to account for many of the TCJA’s new 
provisions. That change meant workers 
kept more of their money from each 
paycheck. In effect, their tax savings 
were spread out over the year, rather 
than showing up as a lump-sum refund. 

Unfortunately, our behavioral ten-
dencies make us much more likely to 
respond positively to a big lump-sum 
tax refund than to smaller tax savings 
spread out over a full year. For many 
taxpayers, the annual tax refund is an 
every-year stimulus package that they 
can use to bolster savings, pay down 
debt or fund a big purchase or vaca-
tion. Meanwhile, the extra money in 
many workers’ paychecks was simply 
absorbed and then spent on regular 
daily expenses. 

1 Tax Policy Center, “The TCJA Would Cut Taxes 
by an Average of $1,600 in 2018, with Most 
Benefits Going to Those Making $300,000-
Plus,” December 18, 2017.

2 Internal Revenue Service, “Filing Season 
Statistics for Week Ending February 15, 2019.”
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Evolution  
of the Glidepath
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Does one size fit all? When it 
comes to target date funds, it 
depends on diversification. The 
provider who offers the most 
thoughtfully curated mix of asset 
classes to enable the smoothest 
savings journey will be better able 
to serve the influx of participants 
drawn to the default. State Street 
has stepped up to this challenge. 

Thanks to a combination of low cost, low 
complexity and elevated access to insti-
tutional-grade investments, the default 
dominates. Since the 2000s, investment 
in target date strategies has steeply 
increased. By 2021, these strategies are 
predicted to capture 85% of participant 
contributions, according to Cerulli As-
sociates’ 2016 U.S. Defined Contribution 
Distribution report.

At State Street, our target date 
fund (TDF) glidepath has evolved to 

encompass a more sophisticated mix 
of asset classes, an approach that bet-
ter manages outcomes across varied 
market scenarios. This precision means 
more as participants turn toward TDFs 
as their primary retirement savings solu-
tion. Our solution works on two levels:

• On the surface, State Street 
continues to offer a smooth and 
seamless user experience. 

• Inside the strategy, our TDFs are 

intricate and elegant enough to 
accommodate wide-ranging risk and 
reward scenarios. This sophisticated 
asset class diversification is crucial 
as it’s endeavoring to safeguard a 
person’s hard-earned life savings.

By investing for the long run, our glidepath 
doesn’t react to changes in the market, 
but instead has been built for them — 
and for a future driven by the default. 
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The 
Retirement 
Revolution 
Tips from a 
Technologist
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Tips from the Tech Sector
Regardless of the business, technology is becoming the busi-
ness model. With financial industries being targeted by tech 
companies, the incumbents’ best bet for future relevancy may 
be reinvention. Here, Romi offers three pieces of advice as a 
technologist to a traditional industry:

1. Seek a Single Source of Truth 
The retirement industry needs to focus on getting participant 
data clean and in a safely transportable format so that savers’ 
information can be connected, enabling a complete financial 
picture and frictionless movement across the future digital 
economy. While data hygiene will smooth transactions overall, 
the ultimate beneficiary will be participants, who will be able to 
ensure their data is their own and gain easy access to a com-
prehensive financial view.

In Europe, the General Data Protection Regulation (GDPR), 
intended to strengthen and unify data protection for individuals 
within the European Union, takes meaningful steps in this direc-
tion and may offer a blueprint for other countries.

This data task is so large as to require regulatory support 
and oversight. As the US awaits similar legislation, it can focus 
on those active policies seeking to extend savings plan access 
and coverage to all workers, regardless of company size. Once 
a more inclusive platform for access exists, the power of trans-
portable financial data will be more fully realized. 

2. Let the Consumer Lead
Firms’ that let legacy tech systems and bureaucratic processes 
set the tone for the customer experience will lose. Plan sponsors 
and participants expect ease and accessibility. Leverage demo-
graphic trends and behavioral insights to determine consumer 
needs, wants, and savings aptitudes, then cater communica-
tions, products and experiences to further retirement readiness. 

Romi furthers the idea that a better user experience pro-
pels better outcomes by encouraging sponsors to “think of 
themselves as participants too. Participants expect up-to-date 
technology and sponsors have the ability to deliver this. Spon-
sors can only create appreciation for a savings plan if partici-
pants can engage with it.”

In the consumer space, Stitch Fix, an online retailer that 
uses artificial intelligence in complement with human stylists, 
offers interesting insights. The platform launched in 2011 on 
the premise of delivering women individually styled clothing to 
create empowering and efficient wardrobes. By having access 
to a range of brands, with selections delivered by mail, consum-
ers are able to take a faster track to a customized closet. While 
the customer need was supported by data, the data didn’t stop 
there. Ongoing feedback from customers on the clothes cu-
rated by Stitch Fix enables continuous refinement of customer 
profiles, creates operational efficiency (in reduced returns and 
warehousing and optimized brand relationships) and is lead-
ing Stitch Fix to develop original designs based on customer 

preference trends. Here, data mined through ongoing engage-
ment lets the customer inform Stitch Fix’s evolution.

But don’t expect consumers to be experts — either as 
industry innovators or investment managers. They should be 
educated and engaged, and their preferences prioritized, but 
customers are not practitioners. In the realm of consumer tech, 
users have become increasingly savvy, confidently and effec-
tively engaging a range of devices, without having to become 
engineers. The same level of participation should be the aim of 
the retirement industry. 

3. Be Aware of Near-Sightedness
Firms must look outside of their organization and apply a mar-
ket lens to business strategy. An obvious application of this 
advice is to let the customer lead, but investment managers 
should also be cautious of letting savers set the strategy.

If the retirement industry were to deliver solutions that 
addressed only savers’ expressed desires, we may never have 
pushed beyond a balanced fund (offering a static set of asset 
classes to deliver diversification) to a target date fund (follow-
ing a glidepath that adjusts risk and return across underlying 
funds to synch with a saver’s specific life stage). Steve Jobs has 
been famously quoted on this point, saying, “People don’t know 
what they want until you show it to them…Our task is to read 
things that are not yet on the page.”5 

Part of developing innovation is delivering invisible product 
complexity. In the case of target date funds, the construction 

Technology has changed the ways people live and work, and it 
will also have a say in how we retire. Given that retirement strat-
egy comes from a long lens perspective, we wanted a technol-
ogist’s take on the future — not only what it would mean for the 
individual, but for the industry. Sitting down with Romi Savova, 
co-founder and CEO of the UK pension aggregator platform, 
PensionBee, we asked her what changes she envisioned and 
what advice she would give the industry. 

Romi offers a unique perspective. She started her career 
in finance, first as an analyst at Goldman Sachs and later, after 
completing an MBA at Harvard Business School in 2012, as an 
associate at Morgan Stanley. Like so many entrepreneurs, Romi 
was inspired by a problem. She found the experience of trying 
to move her company-sponsored savings account from a past 
employer to a new one unwieldy and exhausting. “I couldn’t be-
lieve the difficulties I had encountered and soon realized that my 
experience wasn’t uncommon. I knew there had to be a better 
way so I set about using technology to find a solution.” Pension-
Bee launched in 2015 and offers savers a digital and transparent 
experience that puts them in control of their retirement savings.

Fluid Work Life, Focused Finances
According to Romi, “Retirement is going to be a deceleration, 
not a hard stop. Savings within Western countries are still quite 
low relative to expenditure need. A lot of people won’t be able 
to sit on a garden chair in their late sixties or seventies — and 
many more won’t want to.”

To account for this fluid journey of work and retirement, 
including career pivots, retirement interludes, part-time work 
and longer lives, Romi envisions a centralization of finances 
that remain invested in the market, even after “retirement” 
age has been reached. If the role of the retail bank becomes 
significantly reduced in the advent of tech-enabled finance, 
then this in-market account, accessed with something akin to a 
debit card, becomes the hub of one’s financial life. What’s more, 
this centralized financial experience could be benefited by 
“robo” rebalancing by life stage and income need — a scalable 
proxy for the advice so many employees and retirees seek, as 
echoed by 75% of our 2019 Global Retirement Reality Report 
(GR3) responders, but few get.1

The consumer finance future is ripe enough to attract in-
dustry big shots like Goldman Sachs and Apple, as evidenced 
by their March 2019 credit card collaboration announcement.2 
Other tech giants, including Amazon, Google and Samsung, 
are also anticipating a tech-enable consumer finance future 
and are exploring next gen digital payment services to meet 
the demand.3

The fact that these providers aren’t traditional financial 
service companies could bode well, as consumers may be 
less connected to banking brands than the lifestyle exten-
sions major tech firms represent, making technology compa-
nies feel like a more natural fit in the financial fabric of con-
sumers’ lives.4

“Retirement is going to be a 
deceleration, not a hard stop. Savings 
within Western countries are still quite 
low relative to expenditure need. A 
lot of people won’t be able to sit on 
a garden chair in their late sixties or 
seventies — and many more won’t 
want to.” 
—Romi Savova

What we often get wrong about the future is 
underestimating the subtle and sweeping nature of 
innovation. Instead of flying cars, we have a system of 
citizens offering rides to the public, coordinated through 
a digital network. While the future of retirement may not 
translate into travel to the moon, it could feature a similar 
tech-enabled structure, leveraging data for more efficient  
and effective outcomes.
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of the product is intricate but the user experience is effortless. 
These dual benefits help to explain target date funds’ popu-
larity; the strategy accounts for 85% of companies’ qualified 
default investment alternative offering and is quickly capturing 
the majority of new saving flows.6

The next innovation to anticipate market needs and deliver 
a seamlessly sophisticated solution will most likely be around 
the decumulation phase of retirement. The foundation for 
savings support is mostly in place, but minding the gap created 
by retirement transition remains at-large. From providing scal-
able access to advice to reimagining draw down strategies to 
exploring a guaranteed lifetime income stream, the future of 
retirement investing will be solving for spending. 

Participating in large-scale data hygiene, letting consum-
ers chart the course, and broadening the (investment) strategy 
are all tech-driven tenets that can help the retirement industry 
better adapt to and serve individual and societal change. 

Retirement Revolution
Changes to the future state of retirement will likely be subtle 
but sweeping, defined by a more data-driven and fluid user 
experience. In addition, the idea that retirement is an individual 
experience may also shift, as changes in lifestyle and lifespan 
make the experience an integrated social issue, one in which 
technology can play a meaningful role — including affecting 
the nature and duration of the employer relationship.

As savers move toward accessing a fuller financial picture, 

including health savings accounts, outside accounts and Social 
Security, employers may gain a different perspective on partic-
ipant readiness — to and through retirement — and manage 
employees and service providers differently. Early findings in 
this year’s GR3 research suggest that employers’ limited view 
into employee readiness has stalled support and solution de-
velopment, as few know what they are solving for.

By focusing on building a centralized data portrait per 
participant, curating a client experience to meet the needs and 
wants of tomorrow’s savers and seeing investment strategy 
differently, retirement asset managers, sponsors, and record-
keepers can reinvent the future of retirement.

1 CNBC.com, “75 percent of Americans are winging it when it comes to their 
financial future,” April 9, 2019. https://www.cnbc.com/2019/04/01/when-it-
comes-to-their-financial-future-most-americans-are-winging-it.html 

2 Bloomberg, “Apple’s Credit Card Gives Goldman Sachs Rare Customer Role,” 
April 9, 2019. https://www.bloomberg.com/news/articles/2019-04-09/
apple-s-credit-card-gives-goldman-sachs-rare-customer-role

3 Wall Street Journal, “Goldman Sachs, Apple Team Up on New Credit Card,” 
May 10, 2018. https://www.wsj.com/articles/goldman-sachs-apple-team-
up-on-new-credit-card-1525966214 

4 Bain & Company, “Many Consumers Trust Technology Companies More than 
Banks,” January 9, 2019. https://www.bain.com/insights/many-consumers-
trust-technology-companies-more-than-banks-snap-chart/

5 Walter Isaacson, “Steve Jobs,” Thorndike Press, © 2011. 
6 Callan, “2018 Defined Contribution Trends Survey,” 2018.

Participating in large-scale data 
hygiene, letting consumers chart 
the course, and broadening the 
(investment) strategy are all tech-
driven tenets that can help the 
retirement industry better adapt to 
and serve individual and societal 
change. 
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Is Public Policy 
Reinventing 
Retirement?  
The SECURE Act 
Offers Clues 

More than a decade has passed since 
the last major burst of retirement reform. 
The growth of automatic enrollment and 
target date funds transformed the way 
workers saved and invested for retire-
ment. Since then, however, the innova-
tion engine had idled. 

Before the May 2019 passage of the 
SECURE Act in the House of Represen-
tatives, many wondered when policy-
makers would kick into gear to address 
the continued shortfall in retirement 
savings and income. 

Driving Innovation
History reveals a clear pattern. All of the 
major bursts of retirement innovation — 
the birth of 401(k) plans in the ’70s, their 
rising popularity in the ’80s, the arrival 
of small business solutions in the ’90s, 
even the growth in catch-up savings — 
track directly to changes in public policy. 

The Pension Protection Act (PPA) is 
a perfect illustration, streamlining inves-
tor decision making with the approval of 
the set-it-and-forget-it target date fund 

Figure 1:  
A Timeline 
of Select 
Retirement 
Policy 
Innovation

Since the original employer-
sponsored plans launched in the 
late 1970s, policy has powered 
retirement saving enhancements. 
Reviewing the past gives us cues 
for the future and context for the 
next wave of retirement reform, 
namely, the Setting Every 
Community Up for Retirement 
Enhancement (SECURE) Act of 
2019.

1970s

1980s

1990s

2000s

2010s

1974
The Employee Retirement 
Income Security Act (ERISA) 
enacted

1996
Small Business Job Protection 
Act (SBJPA)
• Introduces SIMPLE plans
• Creates 401(k) safe harbor

2001
The Economic Growth and 
Tax Reconciliation Relief Act 
(EGTRRA) introduces “catch-up 
contributions” for people over 50 

2019
Setting Every Community Up 
for Retirement Enhancement 
(SECURE) Act 
• Increases access to workplace 

savings plans

2006
Pension Protection Act
• Permits automatic enrollment 

in 401(k) plans
• Names TDFs as 1 of 3 approved 

default options for DC plans

1982
The Tax Equity and Fiscal 
Responsibility Act (TEFRA) 
changes required minimum 
distributions (RMDs) to age 70½

1984
Retirement Equity Act (REA)
• Lowers minimum participation 

and vesting ages
• Enables retirement or pension 

plan division during a divorce

1978
The Revenue Act establishes 
401(k) plans

• Ups employee saving activities 
in those plans

• Expands employee spending 
options 

• Boosts workers’ financial literacy
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(TDF) as a qualified default investment 
alternative (QDIA) and propelling par-
ticipation through auto enrollment. The 
effects on 401(k) savings have been dra-
matic, boosting assets from $3 trillion in 
2007 to $5.2 trillion at the end of 2018.1 2 

After a spate of new, PPA-era solu-
tions, the pace of change slowed again, 
bringing a few modest improvements but 
leaving major needs still unaddressed. 
For example, while the PPA increased 
participation rates within DC plans, it 
did little to nothing to expand the total 
number of workers who can access such 
plans. At the end of 2013, only 51.2% of 
the private workforce in the United States 
was saving in DC plans, barely above the 
50% participation rate in 2006.4 This is 
where we find ourselves today.

Major Reforms Ahead
If public policy is the engine of retirement 
innovation, then passage of the SECURE 
Act is a clear signal that the retirement in-
dustry and experience are revving toward 
powerfully positive change. 

• Reform now has bipartisan  support. 
Congress is divided, but many 

important leadership positions — 
including the chairmanship of the 
House Ways and Means Committee 
— are now occupied by strong 
legislative advocates of retirement 
reform in both houses, representing 
both sides of the aisle. Retirement 
is rarely seen as a hot-button issue 
that drives voters to the polls, so it 
may offer more room for negotiation 
and compromise. These elements 
were on display with the House’s 
overwhelming bi-partisan vote in 
support of the SECURE Act, with the 
Senate rumored to closely follow.

• The demographics demand  action. 
Ten thousand Baby Boomers will 
retire every day for the next decade, 
ultimately leaving nearly a fifth 
of the population dependent on 
retirement savings and income.5 A 
retirement income shortfall would 
have cascading effects on state and 
federal budgets, as well as on the 
economy as a whole.

• Big change is in the air. Prior to 
SECURE Act passage, this year 
has marked the longest stretch of 
time without major reform since 

the enactment of ERISA in 1974. 
But the political mood is shifting. 
Incrementalism is out. Big, bold 
reforms have the momentum. In 
fact, we may be entering one of the 
most favorable times for reforming 
retirement policy in recent memory.

As long-time advocates of legislation 
pushing retirement system enhance-
ments, State Street has been following 
the SECURE Act closely and has dis-
tilled the comprehensive bill into four 
key themes:

1. Opening up retirement plan   access 
to small businesses and part-time work-
ers via open multiple-employer plans 
(MEPs) and tax credits. According to the 
Small Business Administration Office of 
Advocacy’s 2018 Small Business Profile, 
there are 30.2 million small businesses in 
America employing 58.9 million workers 
(47.5% of the working population).6 Many 
of these employers struggle to offer 
retirement benefits, often citing plan 
expense and limited administrative re-
sources, leaving a significant slice of the 
workforce at a savings disadvantage.7 

Figure 2:  
Impact of 2006 PPA: 401(k) 
Savings Soar2

401(k) Plan Assets
Billions of Dollars, End of Period, 
Selected Periods

 Other Investments

  Mutual Funds

Figure 3:  
Impact of 2006 PPA: 401(k) 
Target Date Participation & 
Auto Enrollment Rates Rise3

2006 Pension Protection Act
Permits Automatic Enrollment 
and Establishes QDIAs

  Target Date Fund

 Automatic Enrollment

1 Institutional Investor, “Ten Years After, 
the Pension Protection Act Falls Short 
of Promises,” August 17, 2016. https://
www.institutionalinvestor.com/article/
b14z9njr60b762/ten-years-after-the-
pension-protection-act-falls-short-of-promises 

2 Investment Company Institute, “How large are 
401(k)s?,” December 31, 2018. https://www.
ici.org/faqs/faq/401k/faqs_401k 

3 Profit Sharing/401(k) Council of America, 
2017. 

4 Employee Benefit Research Institute as 
cited in Institutional Investor, “Ten Years 
After, the Pension Protection Act Falls Short 
of Promises ,” August 17, 2016. https://
www.institutionalinvestor.com/article/
b14z9njr60b762/ten-years-after-the-
pension-protection-act-falls-short-of-promises

5 Pew Research Center, “Baby Boomers 
Approach 65—Glumly,” December 20, 
2010. https://www.pewsocialtrends.
org/2010/12/20/baby-boomers-approach-
65-glumly/

6 Small Business Administration Office of 
Advocacy, “Small Business Profile,” 2018. 
https://www.sba.gov/sites/default/files/advo-
cacy/2018-Small-Business-Profiles-US.pdf 

7 Pew Charitable Trusts, “Small Business Views 
on Retirement Savings Plans,” 2017. http://www.
pewtrusts.org/~/media/assets/2017/01/small-
business-survey-retirement-savings_f.pdf 

MEPs would enable small employers to 
band together to achieve economies 
of scale. In addition, the repeal of the 
“one bad apple” rule would mean that 
all organizations within the open MEP 
would not be penalized for a violation 
committed by a single employer, easing 
the liability for participation. Establishing 
long-term, part-time worker status will 
also afford access to those workers who 
historically have been left out.

2. Spurring saving by lifting the auto-
matic escalation cap and extending the 
Required Minimum Distribution (RMD) 
age. By increasing the cap on automatic 
escalation from 10% to 15%, employers 
are able to facilitate greater employee 
savings. For those employees seeking to 
work or save longer, the extended RMD 
age, from 70 ½ to 72 years of age, offers 
more flexibility and opportunity for 
investment accrual.

3. Expanding retirement spending 
with lifetime income and other options. 
SECURE paves the way for fiduciary 
protections for employers, enhanced 
portability and additional income 

options. Many plan sponsors want to 
offer retirement income solutions, but 
worry about certifying an annuity pro-
vider’s financial strength decades down 
the road. SECURE shifts this liability to 
insurers, reducing the risk to employers. 

4. Boosting financial literacy with life-
time income disclosures. Employers will 
now be required to share a disclosure on 
employees’ benefit statements featuring 
participants’ projected monthly retire-
ment income as a function of their sav-
ings to-date. By translating the saving 
experience into a future income stream, 
participants can better assess their 
retirement readiness and make changes 
accordingly.

The Next Generation of Retirement 
Over the past decade, the pace of new 
ideas has not kept up with the need to 
bolster retirement saving behaviors. 
With the passage of SECURE, a fresh 
wave of saving and spending enhance-
ments is likely to follow — and employ-
ers, workers and providers all need to 
prepare for the evolved experience. 

The great American retirement 

machine is difficult to push forward and 
even harder to steer, but recent public 
policy advances bode well for a retire-
ment experience that is more aligned 
with and responsive to the continued 
changes in how we work and live. 

See Investment Company Institute, “The US Retirement Market, Fourth Quarter 2018.” 
Sources: Investment Company Institute, Federal Reserve Board, and Department of Labor
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Signs of Spring 
for DC ESG  
3 Indicators  
to Watch

Demand, data and diversification 
are the three elements required 
for ESG investing to flourish within 
DC plans. For sponsors, 
monitoring these dimensions will 
offer insight into the rates of 
institutional and individual 
change, and help to pace 
strategic next steps toward 
fruitful ESG integration.

While environmental, social and gov-
ernmental (ESG) investing acceptance 
and application in the United States 
has trailed global trends, there are signs 
suggesting a scaling shift. Here we focus 
on three trends that sponsors should 
watch as early indicators that an ESG 
era is dawning.

Why Little Progress Has Been 
Measured So Far
ESG and retirement investing seem like 
a natural fit, because both disciplines 
view the world through a particularly 
long-focus lens. But many sponsors 
have yet to make the connection. A July 
2018 study by New England Pension 
Consultants (NEPC) found that 88% of 
US plan sponsors have yet to incorpo-
rate ESG into their defined benefit (DB) 
or defined contribution (DC) plans. This 
figure aligns with Callan’s DC Index™, 
showing that only 16% of US DC plans 
offer a dedicated ESG option. 

In the NEPC survey, sponsors report 
several common concerns: 

by requiring shareholders to prove the 
materiality of ESG factors. The adminis-
trative debate will probably continue until 
a compromise emerges. In the mean-
time, it’s a conversation that merits close 
monitoring.

3 Trends that Could Signal a Scalable 
ESG Shift
Three industry indicators could create 
a more welcoming environment for ESG 
integration:

1. New populations demanding 
new solutions. Yesterday’s retirement 
plans need retooling to meet the unique 
needs of Millennial and Gen Z workers 
—including their long time horizons. At 
State Street, we already apply unique 
investment approaches by life stage. For 
younger participants, for example, our 
Target Retirement 2060 Fund stacks a 
high equity allocation on top of a small- 
and mid-cap tilt and long U.S. bonds to 
maximize opportunity over the long run. 
This philosophy could extend to include 
ESG options for younger savers in order 

• 84% say participants have not asked 
for ESG options. 

• 38% consider only financial factors 
when evaluating plan investments.

• 27% need more data about ESG’s 
impact on performance. 

In addition, sponsors also seem to be 
waiting for clearer public policy guidance. 
In April 2019, an Executive Order (EO) 
directed the Department of Labor (DOL) 
to examine data filed by retirement plans 
under ERISA looking for any discernible 
trends in investing or proxy voting in the 
energy sector. The DOL was also ordered 
to revise or issue guidance in order to 
“promote energy infrastructure and 
economic growth.” The evident purpose 
of the EO is to apply extra scrutiny to any 
application of ESG principles that might 
disfavor retirement plan investments in 
the petroleum sector. It’s possible the 
EO could slow the adoption of ESG, but 
some observers view the order as mostly 
symbolic. Its practical effect may simply 
be to abate activist investor spending 

to hedge against downside risks that 
previous retirees never had to consider — 
from superstorm damages to the impact 
of droughts on textile manufacturing to 
rising global obesity costs.

In addition, as younger generations 
move to center stage in the American 
economy, their concerns about investing 
in socially responsible ways are likely to 
bring ESG considerations further into the 
mainstream. 

2. Better, more consistent ESG data. 
ESG investors have long struggled to find 
a consistent approach to defining whether 
an investment aligns with an ESG philos-
ophy. Now, asset managers are pursuing 
solutions to help. For example, State 
Street is working to create a clearer and 
more consistent foundation for ESG data, 
combining multiple data sources with 
active company engagement to deliver 
standardized, transparent ratings and 
reporting. This new in-house ESG scoring 
system, called R-Factor, collects raw com-
pany metrics from multiple data providers 
and scores more than 5,000 companies 

on a consistent scale of 0 to 100. Its goal is 
to take the guesswork out of ESG report-
ing, easing the adoption of ESG strategies.

3. The growing popularity of alterna-
tives. Sponsors’ interest in alternative as-
set classes is increasing. As we discussed 
in an earlier issue of The Participant, plan 
sponsors may consider dipping their toe 
into ESG using an approach similar to the 
way they are incorporating real assets and 
other alternative asset classes. Currently, 
ESG prevalence in DC plan lineups is on 
par with emerging market equity, REITs 
and global fixed income. As demand for 
alternative asset classes grows, the rising 
tide of popularity is likely to buoy ESG 
strategies as well. 

ESG: Bridging to the Future 
The pace of DC ESG adoption has been 
gradual, slowed somewhat by muted 
domestic demand and confusing policy 
guidance. But today, demand worldwide 
is growing, the data are improving and 
the diversification potential of ESG is 
winning wider recognition. Prudent plan 

sponsors need to keep a close eye on 
these three elements in order to monitor 
market momentum — and avoid being 
caught by surprise.

For young workers, the world of 
tomorrow may feel unimaginable, though 
ESG investing could help prepare partici-
pants for the unpredictability by protect-
ing them from new risks and reducing the 
likelihood that certain perils will ever come 
to pass. By thoughtfully considering ESG 
approaches, DC plans could help workers 
build a more resilient retirement strate-
gy — as well as a more resilient world in 
which to retire.

1 New England Pension Consultants, “Defined 
Benefit and Defined Contribution Plans Both 
in Beginning Stages of Incorporating ESG 
Investing,” July 23, 2018. https://www.nepc.
com/press/nepc-survey-defined-benefit-and-
defined-contribution-plans-both-in-beginning-
stages-of-incorporating-esg-investing

2 Callan, “Most DC Plans Don’t Feel ESG’s ‘Good 
Vibrations,’” May 29, 2018. https://www.callan.
com/esg-dc/

3 https://www.nepc.com/press/nepc-survey-
defined-benefit-and-defined-contribution-
plans-both-in-beginning-stages-of-
incorporating-esg-investing
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