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Introduction
Cassidy Retirement Group

Independent, fee-for-service retirement consulting 
firm
Registered with the SEC as an investment advisor
Clients primarily throughout New England
Provide assistance on 401(k) and DB plans 
including fiduciary benchmarking, investment 
performance reviews

Dan Cassidy
~20 Years of benefits consulting
Actuary (FSA), Chartered Financial Analyst (CFA)
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Agenda
Where we’re at
Mutual Fund Challenges
Participant Risks in Retirement
What’s next
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Where we’re at
Employer

Auto-enrollment 
Auto-escalation of contribution levels 

Investments
Default fund to age-based retirement funds 

Plan Provisions
Modifying match to comply with safe-harbor provisions
Additional base level of contributions (tied to auto-
enrollment?)
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Where we’re at
Average Account Balance

For participants in 60’s = $160,000

Distribution
About 30% take lump sum payments
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Mutual Funds - Challenges
Retail versus institutional

Expense levels
Trend – Growth of separate accounts (moving to mid-market)

Group versus individual
Inability to self-annuitize – mutual fund pool

Risky models in current age-based options
High Equity Exposure

Fallacy long term horizon - example equity put option
Tax efficiency with Capital Gain Tax < Income Tax

Where to take risk – inside or outside qualified plan
Compare to defined benefit – liability driven investing (LDI)



7

Asset Allocation – In pay status
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Correlated Returns with Inflation?
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Risks Participants Face
Primary Post-Retirement Risks

Longevity
Both Participant and Spouse

Inflation
Retirees face higher inflation than others

CPI-E (experimental CPI for consumers over age 62) higher than CPI-U

Medical
Long term care
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Employees’ Top Concerns

0% 10% 20% 30% 40% 50% 60%

Finding work to
supplement retirement

income

Redefining lifestyle to
be meaningful without

work

Outliving retirement
savings

Declining health

Medical costs

Source:  Towers Perrin, Back to the Future: Redefining Retirement in the 21
st

Century
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Differences in Generations

All Employees Age 18 – 34 Age 35 – 49 Age 50 – 59

401(k)/403(b) 401(k)/403(b) 401(k)/403(b) Social Security

Social Security Personal Savings Social Security 401(k)/403(b)

Personal Savings Social Security Personal Savings Company Pension

Company Pension Company Pension Company Pension Personal Savings

Part-Time 
employment during 
retirement

Part-Time 
employment during 
retirement

Part-Time 
employment during 
retirement

Part-Time 
employment during 
retirement

Expected Sources of Retirement Income (in order of Importance)

Source:  Diversified Investment Advisors, Report on Retirement Plans 2005
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Preference in Distribution

Source – Society of Actuaries, Mathew Greenwald
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Working in Retirement

Continue to 
work to stay 
involved and 

active, but NOT 
for financial 
needs, 43%

Continue to 
work for 
financial 

reasons, 35%

Will retire as 
early as 

possible, and 
will NOT seek 
other for-profit 

work, 22%

Source:  Towers Perrin, Back to the 
Future: Redefining Retirement in the 21st 
Century
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Retirement Plan Reality
Who is the focus?

Not the rich
Sufficient assets, access, advice to manage retirement years

Not the poor
No hope of accumulated sufficient assets – working poor

Middle class
Primary focus of employment-based retirement programs
Estate tax not issue ($2 million exclusion)
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Today’s Financial Planning
Focus on mutual fund environment (in plan or outside of plan in 
IRA)
Limit annual withdrawals

Many advisors, financial calculators cite 4%

Focus on asset allocation
Decrease equity exposure while increasing fixed income exposure

Problems
Not focused on risks (either inflation or longevity)
Cost
Requires ongoing management
Maintains exposure to capital markets
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New Offerings
Guaranteed Options

Annuity Purchases
More “planned” options

“Mutual” Fund with planned withdrawal schemes

Disability coverage – pre-retirement
Combination insurance products

Annuity combined with long-term care



17

Concerns
Who to trust?
What’s guaranteed?
What will work?
Redefining ROI 

from Return on Investments to Reliability of Income)

Fees
How much do these investments cost my participants?
Who is paid?
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Fees – Unbundled with Consultant

Source:  Profit Sharing and 401(k) Council of America
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Sources and References
Employee Benefit Research Institute (EBRI) – Issue 
Brief No. 308 August 2007
The Aon Consulting/Georgia State University 2004 
Retirement Income Replacement Ratio Study
Vanguard Center for Retirement Research “How 
America Saves 2007”
Fidelity “Building Futures” series – VIII just published 
Nov 2007
Society of Actuaries – various Retirement Risks 
material
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AON/Georgia State Replacement Ratio 
Key Findings
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EBRI Average Account Balance
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EBRI Account Balance by Age/Service
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EBRI Ratio Account Balance/Salary
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Vanguard – Distribution Trends
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Vanguard – Distributions by Age
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Fidelity – Average Account Balance by tenure
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Fidelity – Age and Tenure
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Fidelity – by Age and Pay
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