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Figures are past results and are 
not predictive of results in future 
periods.

Investments are not 
FDIC-insured, nor are they 
deposits of or guaranteed by a 
bank 
or any other entity, so they may 
lose value.

Is Your DC Plan Successful? How Do 
You Know?

Toni Brown, CFA
Senior Vice President, Defined Contribution
American Funds / Capital Group
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Challenges to Measuring Participants’ Success

• DC plan evolution

• Employee turnover

• Social Security

• Other retirement plans

— DC

— DB
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What Makes Participants Successful?

Saving phase 
• Healthy contributions

• Good investment results

Spending phase
• Reasonable payout

• Good investment results
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What Participant Success Looks Like

Saving phase
• Healthy contributions
• Good investment results

0%

100%

Contributions

Investment Results

Years before retirement

Retirement balance
Transition from saving to payout

Spending phase 
• Reasonable payout
• Good investment results

$0

$Bal.

Years in retirement

Retirement 
Balance

Without
Earnings
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What Makes a DC Plan Successful?

Participation rate

Savings rates

Investment results

► Set goals

► Influence what you can

► Measure the impact
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Participation Rate

Set your goal

<50% 75% 100%

Current Goal

Influence what you can

Auto-enrollment

• New hires

• Current employees

• Make it annual
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Savings Rates

Set your goal

• Rule of thumb: 12%-15%

• Aim for continual progress

<5% 10% 15%

Current Goal

Influence what you can

• Default rates

• Auto-escalation 

• Match formula
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Participant Investment Results

Set your goal

• Benchmark results to 
your QDIA

<TDF =TDF

Current Goal

Influence what you can

• QDIA

• Investment re-enrollment

• Simplified menus

• Objective-based 
investment names
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Take Action

► Measure

► Direct your efforts to meet plan goals

► Measure again

Participation rate

Savings rates

Investment results
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Case Study: XYZ Corp.

Plan characteristics

• Assets: $850 million

• Participants: 6,500

• Investment options: 12

• DB plan? Yes, closed in 2008
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Company Objective

Serve as a true retirement plan

• Provide a means for all participants to save enough 

• Use behavioral finance to promote successful outcomes

• Let retirees take income while benefiting from plan features
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Success Metrics

Participation rate

Average savings rate

Average trailing one-year return

<50% 75% 100%

<5% 10% 15%

<TDF =TDF

Current: 60% Goal: 98%

Current: 6% Goal: 14%

Current: 6.3% Goal: 8.0%
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Opportunities

Participation rate

Savings rate

Investment results

<50% 75% 100%

<5% 10% 15%

<TDF =TDF

Current Goal

Current Goal

Current Goal
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Targeted Strategies

Participation
• Auto-enroll

— New

— Existing

Investment results
• Investment 

re-enrollment

• Re-evaluate QDIA

Savings
• 8% default rate

• Match change

• Auto-escalate 
3% per year
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Looking Ahead

The next metric: Participation in retirement

0 2,000

Current
600 participants

Goal
More participants in plan five years 

after they retire
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Looking Ahead

DC plans must work for people in retirement

• Encourage retirees to stay in plan

• Eliminate administrative obstacles

— Withdrawal fees

— Enable scheduled payments

• Add Tier IV for retirement income options 
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Summary

► Make your DC plan successful

► Influence what you can!

Participation rate

Savings rates

Investment results

Retirees staying in the plan



Important Information
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Investors should carefully consider investment objectives, risks, charges and expenses. 
This and other important information is contained in the fund prospectuses and summary 
prospectuses, which can be obtained from a financial professional and should be read 
carefully before investing. 

The statements expressed herein are informed opinions, are as of the date noted, and are subject to change at any time based on 
market or other conditions. They reflect the view of an individual and may not reflect the views of others across the organization. 
This information is intended merely to highlight issues and not to be comprehensive or to provide advice. Permission is given for 
personal use only. Any reproduction, modification, distribution, transmission or republication of the information, in part or in full, is 
prohibited.
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