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The rise of the stay-in-plan model

As older participants opt to stay in retirement plans, plan sponsors
have options to support their diverse needs

Key takeaways

« A growing number of pre-retirees and retirees are opting to stay in plan,’ and a majority of plan
sponsors prefer allowing older participants to stay in their plans beyond separation from service.?

* When evaluating which plan options may appeal to retired participants who choose to stay in plan,
plan sponsors may want to consider the diversity of their employees’ needs.

» Offering diverse options for retirees who choose to stay in plan can help address five interrelated
categories of risk: longeuvity risk, investment risk, utilization risk, complexity risk, and liquidity risk.
Every participant — and every stay-in-plan option — will weigh these risks differently.

» Forretirees who choose to stay in plan, plan sponsors may want to consider a suite of options -
including education, tools, and investment and income offerings — that can serve the varied needs
of participants as they enter retirement and begin to spend down their assets.
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THE RISE OF THE STAY-IN-PLAN MODEL

As defined contribution (DC) plans have eclipsed defined benefit (DB) plans as the primary source

of retirement savings, plan sponsors are paying greater attention to participants’ needs for in-plan
retirement income that can support the pivot from building their savings (accumulation) to drawing them
down (decumulation). In the same way that plan sponsors are able to offer participants access to a variety
of ways to accumulate savings, many now also want to provide decumulation options for participants
who want to stay in their plans, especially as the population of pre-retirees and retirees in plans continues

to grow.

This paper explores the implications for plan sponsors that are considering adding new options for their
participants as they move from saving to living in retirement.

Plan sponsors and participants are driving

stay-in-plan trends

The vast majority of plan sponsors express interest
in allowing older participants to remain in their DC
plans after separation from service. Research by
Fidelity Investments® reveals that 81% of plan
sponsors prefer to give retirees the flexibility to
stay in plan and withdraw assets throughout their
retirement years.? Additionally, 59% of plan
sponsors recognize that employees need help
making financial decisions while in retirement.*

Fidelity's recordkeeping data also shows that the
number of retirees and pre-retirees embracing the
opportunity to stay in plan past their separation
date has been on an upward trend over the past
10 years.® For the purposes of this paper, and
based on Fidelity's recordkeeping platform, we
deem retirees as participants ages 60 years and
older — with pre-retirees ages 50 to 59 - who have
separated from service but remain in their
employer-sponsored DC plan. As of December
2022, 60% of retirees on our platform remained
in their plan within the first year of separation,
compared with approximately 50% in 2013. Pre-
retirees have shown a similar shift, with 67%
remaining in plan in 2022, compared to 61% a
decade ago.” Furthermore, while overall
recordkept assets on our platform have doubled
over the past decade, assets held by pre-retirees
and retirees have nearly tripled.®
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84% of workers
expect their DC plan to be a source of
income in retirement.®
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Consider the impact that the stay-in-plan trend
may have on your plan and its participants

With so many older participants remaining in their
plans, what are the implications for plan sponsors,
particularly if they want to retain the assets of these
individuals while helping them transition smoothly
to retirement? Supporting retirees who choose to
stay in plan can offer benefits for both participants
and plan sponsors, while potentially introducing
some plan sponsor challenges to take into
consideration.

For participants, potential benefits of staying

in plan could include: the simplification and
consolidation of their retirement accounts, familiar
investment options, access to managed portfolio
services and advice, educational content, and

recordkeeper familiarity. Additionally, staying in
plan can provide access to institutional pricing and
specialized investment offerings not typically
available in retail accounts, such as stable value
funds.

Likewise for plan sponsors, supporting retiree
participants with a variety of options can have many
potential benefits. For example, it may make it
possible to better negotiate or maintain lower fees
due to economies of scale, and it can also support
efforts to attract, retain, and manage talent pools.
That said, offering a variety of options can
introduce potential challenges that plan sponsors
may want to consider as well. (Exhibit 1).

EXHIBIT 1: Options and resources available for the stay-in-plan retiree
potentially offer benefits to participants and plan sponsors, but they may also

introduce challenges

POTENTIAL BENEFITS
FOR PLAN SPONSORS

* Simplification and .
consolidation of retirement
accounts

* Access to institutional
products, pricing, services,
and planning tools

» Potential access to products
that are not available in retail
accounts, such as stable value
funds

» Continued administrative and
decision support from plan
sponsor and/or recordkeeper
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Retain assets to help maintain -
economies of scale, which
could result in reduced
recordkeeping fees and make
lower-cost investment options
more viable

* Assist workforce management
by helping pre-retired
employees feel more
confident about retirement

* Help attract and retain talent
by demonstrating
commitment to employees’
long-term needs

May necessitate broadening
the investment lineup to offer
options suitable for an older
demographic

* Additional resources and time
required to evaluate and
restructure current plan
design and amend plan
documents

* Potential increase in
administrative fees
(dependenton how plan
costs accrue)
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Supporting the pivot to decumulation involves considering a diverse

spectrum of participant risks and needs

Supporting older participants through this
transition requires the flexibility to meet the needs
of a wide variety of financial circumstances, with
options that can address a complex set of risks.
Retirement risks can fall into five broad,
interrelated categories: longevity risk, investment
risk, utilization risk, complexity risk, and liquidity
risk (Exhibit 2). Every participant — and every stay-
in-plan option — will weigh these risks differently.

For example, the degree to which retirees plan
to draw down their retirement savings — known
as utilization risk — can vary greatly within your
plan. Research from the Employee Benefit
Research Institute (EBRI) has shown that 44%

of retirees plan to spend down all or a significant
portion of their assets over the course of their
retirement, while another 34% said they plan to
spend down a little, and 22% planned to spend
down none or grow their assets.”

EXHIBIT 2: Offering participants diverse options when they choose to stay

in plan may help address a variety of risks

O il ol
Longevity Risk Investment Risk Utilization Risk

With the benefit of increasing
life expectancy comes increased
risk that some retirees may
outlive their retirement benefits.
This is one of the most pressing
issues facing DC plan
participants today.

Iif

Complexity Risk

Simplicity is a central aspect to retirement
income planning, as overly complex
decumulation strategies can lead to indecision
and inaction by retirees.

Source: Fidelity Investments. For illustrative purposes only.
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Prudent investment
management and diversification
are key to providing retirees
with an asset allocation that can
help support the retirement
Income they seek.

Assisting retirees in managing
how (and at what rate) to draw
down their savings can help
them make effective use of their
assets and maintain a similar
standard of living throughout
their retirement years.

s

Liquidity Risk

Retirees may need access to their money when
unexpected emergencies occur. Products that
restrict liquidity can make it difficult to access
their savings.
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As another example, Fidelity’s recordkeeping data allocation could expose retirees to large market
demonstrates that investment risk may be a drawdowns and potentially result in a more
consideration for retirees and pre-retirees who are volatile income stream. Conversely, a higher
"Do-it-yourself” (DIY) investors — meaning those allocation to cash could result in less retirement
who manage all or a portion of their retirement income overall, particularly during inflationary
assets on their own. Many of these DIY periods.
tici t intai llocation t ities that
patticipalt’s MAitain ai avoeation 1o SqHites td As of year-end 2022, 56% of DIY retirees and
falls outside of the levels of the Fidelity Equity . Fidelitv's platf held "
Glide Path. The Fidelity Equity Glide Path is a pre-retirees on FIGETy's platiorm hewd equity.
: : allocations above the levels of the Fidelity Equity
range of equity allocations that may be generally 4 _ _
. . ; Glide Path. Meanwhile, 30% of retirees and 21%
appropriate for many investors saving for A ,
. . ‘ of pre-retirees had a lower allocation. Some DIY
retirement and planning to retire around ages . . : j
. : participants also held high levels of "extreme
65to 67, and it becomes more conservative as ) .

Aricipants apbroach retirernent and bevond allocations: About 12% of retirees and 16% of pre-
P P PP yond: retirees were invested 100% in stocks. At the other
Arisk in having too high an allocation to equity end of the spectrum, 16% and 8%, respectively,
or to cash is that while investors may experience had zero equity exposure (Exhibit 3).
favorable investment results in certain market , :

. This data only reflects workplace savings assets
environments, they leave themselves more . -

. . record kept at Fidelity, and each participant may
vulnerable in others. For example, depending on : .
. . . ‘ hold other assets they intend to use for retirement.
the market environment, having too high an equity
EXHIBIT 3: For many older DIY participants, their relative allocation to equities
falls outside of the levels of the Fidelity Equity Glide Path
DIY Non-Active Participants - Age vs. Equity Suitability By Age Cohort
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90% 100% Equity
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= In Band

m 0% Equity

m Lower Equity Allocation m Higher Equity Allocation 100% Equity

DIY: Do-it-yourself. For "Asset Allocation” purposes, age appropriate equity allocation is defined as the participant’s current age and equity holdings in a retirement portfolio
compared with an example table containing age-based equity holding percentages based on an equity glide path. The Fidelity Equity Glide Path is an example we use for this
measure and is a range of equity allocations that may be generally appropriate for many investors saving for retirement and planning to retire around ages 65 to 67. It is
designed to become more conservative as participants approach retirement and beyond. The glide path begins with 90% equity holdings within a retirement portfolio at age
25 continuing down to 19% equity holdings 10-19 years after retirement. Equities are defined as domestic equity, international equity, company stock, and the equity portion
of blended investment options. The indicator for asset allocation is determined by being within 10% (+ or -) of the Fidelity Equity Glide Path and capped at 95% equity. We
assume self- directed account balances (if any) are allocated 75% to equities, regardless of participant age and so the Asset Allocation Indicator has limited applicability for
those affected participants. For purposes of this metric, participants enrolled in a managed account or invested greater than or equal to 80% of their account balance in a
single target date fund are considered to be On Plan. Source: Fidelity Investments; investment allocations as of December 31, 2022.
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A suite of more diverse options for retirees who stay in plan may
offer choice in how they address their specific needs

Plan sponsors interested in providing options and ensuring participant choice for retirees may want to
consider a broad suite of offerings — including educational materials, tools, and investment and income
offerings — that can serve the diverse needs of employees as they enter retirement. Bear in mind that
individual retirees have distinct financial goals, spending habits, and lifestyles, which means that there
may not be one formula that works for all participants in your plan.

Automatic withdrawals

One area of opportunity may be to offer and
educate participants on automatic withdrawals.
Automatic withdrawals generally take the form
of a series of payments over a period of time,
during which a participant’s entire account may
be distributed.

Providing additional types of automatic withdrawal
options - such as payments based on a calculated
percentage of a participant’s account balance or
computed using an actuarial life expectancy -
generally may also be helpful.

Retirement income

Innovations that address these questions are
gaining momentum. Many plan sponsors have
shown interest in offering managed payout funds,
an investment option that seeks to optimize
participant withdrawals over the course of
retirement while still allowing full access to their
savings. These types of offerings can help
effectively manage not only withdrawals but also
asset allocation.’®Plan sponsors can add these
to their existing plan lineup and may choose to
re-enroll retired participants seeking help with
retirement income.

The idea of offering a form of guaranteed income
within a DC plan has also been attracting attention
in the marketplace, and research shows that 65%
of participants are at least somewhat interested in
having guaranteed income options in their
workplace plans.'" While costs and fiduciary
responsibility tend to be the most-discussed
considerations among plan sponsors that are
exploring guaranteed income, the SECURE Act

For institutional use only

We believe it is also important to provide
education on the availability of automatic
withdrawals, along with tools and calculators to
help model different withdrawal plans’ potential
impact on retiree cash flow and balances. Robust
modeling capabilities that can provide estimates
may help answer the questions that many retirees
face: How much will I have? How long can it last?
How much will be left?

established a new fiduciary safe harbor for
selecting insurers, which makes it easier for plan
sponsors and their fiduciaries to offer annuities to
their plan participants. The notion of exchanging
their retirement savings for less control of and
access to their assets — along with the irreversibility
of annuity purchase - has historically proven a
challenge to annuity adoption for some retirees.
However, guaranteed income annuities may be

a consideration for retirees who - for example -
have a gap between their essential retirement
expenses and other predictable sources of
income, like Social Security and pensions. They
may be able to fill this gap by converting a portion
of their retirement savings into an annuity. Some
guaranteed income annuities may offer a cash
refund option that provides a lump sum payment
to their beneficiary, minus any payments already
received, which may help retirees become more
comfortable with annuitizing a portion of their
balance if they are concerned with their longevity.

/
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Managed accounts

For plan sponsors that offer them, managed
accounts may also appeal to retirees who choose to
stay in plan — particularly for participants with more
complex financial situations. This may include, for
example, retirees with additional retirement assets
(like an IRA or pension), company stock, or
significant spousal assets. For these investors, 401(k)

.+ Forinstitutional ly
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asset management that considers the impact of
other retirement income sources may complement
stay-in-plan options like automatic withdrawals and
guaranteed income. Participants may also want to
consider that fees are typically associated with
managed accounts.

Plan sponsors can take steps today to
support pre-retirees and retirees in
their transition from years of building
up savings to drawing it down.

Forexample, plan sponsors that are considering
supporting participants who choose to stay in
plan past their retirement date can:

Review plan documents to ensure they include
features that support participants staying in
plan

Consider adding investment options aimed
at income generation and, along with that,
evaluate ways to support retirees with
communication and education on these
options

Explore the availability of decumulation
options on the recordkeeping platform -
including functionality for automatic and
partial withdrawals - to provide participants
with drawdown flexibility

Provide targeted training, education,
workshops, webinars, calculators, and other
tools for DC participants nearing and in
retirement

To learn more about Fidelity retirement
income solutions, please contact your Fidelity
Managing Director or Investment Strategist.
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Endnotes

T Among pre-retirees and retirees who hold a minimum of $50k in their 401(k) balance on Fidelity’s recordkeeping platform.
Fidelity Workplace Investing, as of December 31, 2022.

2Fidelity Employer Survey: Retirement Income Services and Experiences, December 2021.
3Fidelity Employer Survey: Retirement Income Services and Experiences, December 2021.
4 Fidelity Annual Financial Wellness Employer Trends Survey, June 2023.

> Employee Benefit Research Institute and Greenwald Research, 2023 Retirement Confidence Survey, EBRI Chartbook
(Employee Benefit Research Institute, April 27, 2023).

6 Among pre-retirees and retirees who hold a minimum of $50k in their 401(k) balance on Fidelity's recordkeeping platform.
Fidelity Workplace Investing, as of December 31, 2022.

7 Among pre-retirees and retirees who hold a minimum of $50k in their 401(k) balance on Fidelity's recordkeeping platform.
Fidelity Workplace Investing, as of December 31, 2022.

8 Fidelity Workplace Investing, as of December 31, 2022.

9 Bearden, Bridget, “2022 Spending in Retirement Survey: Understanding the Pandemic's Impact,” EBRI Issue Brief, no. 572
(Employee Benefit Research Institute, October 6, 2022).

0 Managed payout funds are subject to the volatility of the financial markets, including that of equity and fixed income
investments in the U.S. and abroad, and may be subject to risks associated with investing in high-yield, small-cap, commodity-
linked, and foreign securities. No Managed Retirement Fund is considered a complete retirement program and there is no
guarantee any single fund will provide sufficient retirement income at or through retirement. Principal invested is not guaranteed
at any time, including at or after the funds' target dates.

" Top three box of a five-point scale, among participants ages 50 and over. Fidelity Retirement Income Study, July 2023.
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For plan sponsor and investment professional use only.

Information provided in, and presentation of, this document are for informational and educational purposes only and are
not a recommendation to take any particular action, or any action at all, nor an offer or solicitation to buy or sell any
securities or services presented. It is not investment advice.

For "Asset Allocation” purposes, age appropriate equity allocation is defined as the participant’s current age and equity holdings in
a retirement portfolio compared with an example table containing age-based equity holding percentages based on an equity glide
path. The Fidelity Equity Glide Path is an example we use for this measure and is a range of equity allocations that may be
generally appropriate for many investors saving for retirement and planning to retire around ages 65 to 67. It is designed to
become more conservative as participants approach retirement and beyond. The glide path begins with 90% equity holdings
within a retirement portfolio at age 25 continuing down to 19% equity holdings 10-19 years after retirement. Equities are defined as
domestic equity, international equity, company stock, and the equity portion of blended investment options. The indicator for asset
allocation is determined by being within 10% (+ or -) of the Fidelity Equity Glide Path and capped at 95% equity. We assume self-
directed account balances (if any) are allocated 75% to equities, regardless of participant age and so the Asset Allocation Indicator
has limited applicability for those affected participants. For purposes of this metric, participants enrolled in a managed account or
invested greater than or equal to 80% of their account balance in a single target date fund are considered to be On Plan.

Participants whose total equity allocation of assets in their account is within the Fidelity Equity Glide path are likely to be On Plan.
Participants whose equity allocation is outside of this range may also be On Plan, depending on individual retirement planning and
investment needs. Some participants within the Fidelity Equity Glide Path Range may not be On Plan, depending on individual
retirement planning and investment needs. Investors should allocate assets based on individual risk tolerance, investment time
horizon, and personal financial situation. A particular asset allocation may be achieved by using different accounts or by using the
same one across multiple accounts.

The Fidelity Equity Glide Path can be provided upon request.

Fidelity does not provide legal or tax advice. Before making any investment decisions, you should consult with your own
professional advisers and take into account all of the particular facts and circumstances of your individual situation. Fidelity and
its representatives may have a conflict of interest in the products or services mentioned in these materials because they have a
financial interest in them, and receive compensation, directly or indirectly, in connection with the management, distribution, and
/or servicing of these products or services, including Fidelity funds, certain third-party funds and products, and certain investment
services.

Keep in mind that investing involves risk. The value of your investment will fluctuate over time, and you may gain or lose money.

Views expressed are as of November 2023, based on the information available at that time, and may change based on market or
other conditions. Unless otherwise noted, the opinions provided are those of the speaker or author and not necessarily those of
Fidelity Investments or its affiliates. Fidelity does not assume any duty to update any of the information.

Target Date Funds are an asset mix of stocks, bonds and other investments that automatically becomes more conservative as the
fund approaches its target retirement date and beyond. Principal invested is not guaranteed

Stock markets are volatile and can fluctuate significantly in response to company, industry, political, regulatory, market,
or economic developments. Investing in stock involves risks, including the loss of principal.

Diversification and asset allocation do not ensure a profit or guarantee against loss.
Annuity guarantees are subject to the claims-paying ability of the issuing insurance company.

The third-party trademarks and service marks appearing herein are the property of their respective owners. All other trademarks
and service marks are the property of FMR LLC or an affiliated company.

Fidelity Workplace Services LLC provides recordkeeping, trustee, and custodial services to employer-sponsored retirement plans.

Fidelity Institutional Asset Management® (FIAM®) provides registered investment products via Fidelity Distributors Company LLC
and institutional asset management services through FIAM LLC or Fidelity Institutional Asset Management Trust Company.

Personal and Workplace investment products are provided by Fidelity Brokerage Services LLC, Member NYSE, SIPC.

Fidelity Clearing & Custody Solutions® provides clearing, custody, or other brokerage services through National Financial Services
LLC or Fidelity Brokerage Services LLC, Members NYSE, SIPC.

Fidelity Brokerage Services LLC, Member NYSE, SIPC, 900 Salem Street, Smithfield, RI 02917

© 2023 FMR LLC. All rights reserved
1101529.1.0
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For institutional use only.

This is original content from Fidelity Investments in the U.S. No recipient is authorized to pass this communication
on to any other person whatsoever or reproduce it by any means without the prior written consent of Fidelity.

This document is used by Fidelity Investments Canada ULC (“FIC") and is not meant to endorse or sponsor any
specific Fidelity product or service. FIC investment funds are advised by our investment division, Fidelity Canada
Investment Management, or sub-advised by a variety of companies, such as Fidelity Management & Research
Company LLC, FIAM LLC, FIL Limited, Geode Capital Management LLC and State Street Global Advisors Ltd.
Mutual funds, ETFs and other investment products and services that are sponsored by FIC are only qualified for
sale in the provinces and territories of Canada.

These materials may contain statements that are “forward-looking statements,” which are based on certain
assumptions of future events. Forward-looking statements are based on information available on the date hereof,
and Fidelity Investments Canada ULC (“FIC") does not assume any duty to update any forward-looking statement.
Actual events may differ from those assumed by FIC when developing forward-looking statements. There can be
no assurance that forward-looking statements, including any projected returns, will materialize or that actual market
conditions and/or performance results will not be materially different or worse than those presented.

Information provided in this document is for informational and educational purposes only. To the extent any
investment information in this material is deemed to be a recommendation, it is not meant to be impartial
investment advice or advice in a fiduciary capacity and is not intended to be used as a primary basis for you or
your client’s investment decisions. Fidelity and its representatives may have a conflict of interest in the products
or services mentioned in this material because they have a financial interest in them, and receive compensation,
directly or indirectly, in connection with the management, distribution, and/or servicing of these products or
services, including Fidelity funds, certain third-party funds and products, and certain investment services.

Information presented herein is for discussion and illustrative purposes only and is not a recommendation or

an offer or solicitation to buy or sell any securities. Views expressed are as of 11/30/2023, based on the information
available at that time, and may change based on market and other conditions. Unless otherwise noted, the
opinions provided are those of the authors and not necessarily those of Fidelity Investments or its affiliates.
Fidelity does not assume any duty to update any of the information. ® Investment decisions should be based

on an individual's own goals, time horizon, and tolerance for risk. Nothing in this content should be considered

to be legal or tax advice, and you are encouraged to consult your own lawyer, accountant, or other advisor before
making any financial decision. ® In general, the bond market is volatile, and fixed income securities carry interest
rate risk. (As interest rates rise, bond prices usually fall, and vice versa. This effect is usually more pronounced for
longer-term securities.) ® Fixed income securities carry inflation, credit, and default risks for both issuers and
counterparties.

Investing involves risk, including risk of loss.

Past performance is no guarantee of future results. An investment may be risky and may not be suitable for
an investor's goals, objectives and risk tolerance. Investors should be aware that an investment's value may
be volatile and any investment involves the risk that you may lose money. Performance results for individual
accounts will differ from performance results for composites and representative accounts due to factors such
as portfolio size, account objectives and restrictions, and factors specific to a particular investment structure.

Diversification and asset allocation do not ensure a profit or guarantee against loss.

Third party trademarks and service marks are the property of their respective owners. All other trademarks
and service marks are the property of Fidelity Investments Canada ULC or its affiliated companies. FIC does
not provide legal or tax advice and we encourage you to consult your own lawyer, accountant or other advisor
before making an investment.

Portions © 2024. FMR LLC. All rights reserved. Used with permission.
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