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The focus on financial resilience is higher than ever
for plan sponsors; DC' plan design, oversight and
investment solutions are evolving in response

Today, defined contribution (DC) plans’ serve as an integral tool to support
employees’ financial health into retirement. Many studies have shown that
employees themselves are expressing concern about their retirement readiness
and are seeking support from their employers. The DC industry has evolved
concurrently with this change — creating innovations such as auto-enrollment
and decumulation — and regulators have overhauled their expectations for
plan sponsors.

This convergence of employer priorities, employee needs and regulator
expectations is leading to a wave of reexamination of DC plans. Employers are
increasingly aligning their plan oversight with employees’ perspectives as well
as refining plan design and operational choices to optimize member outcomes.

Employers seek to refine plan features and tools to support the resilience,
accumulation and protection priorities of their employees.

WTW recently conducted a survey of 154 Canadian DC plan sponsors, capturing
employer views and actions focused on various areas, such as financial
resilience, plan investments, and risk and governance management.

'For the purposes of this analysis “DC plans” include all forms of capital accumulation plans,
including registered DC plans, group Registered Retirement Savings Plans, Tax-Free Savings
Accounts and other retirement savings vehicles.

2024 Canadian Defined Contribution Plan Sponsor Survey [/ 2 /ﬂ\



1. Financial resilience

Sponsors are establishing objectives for member outcomes
and then starting to measure against those objectives.

The focus on financial resilience is higher than ever for plan sponsors; DC plan
design and oversight is evolving in response. When sponsors were asked the
reasons for modernizing their DC design, employee financial resilience was top
of mind, as three-quarters of plan sponsors mentioned prioritizing retirement
readiness (Figure 1). This issue has become of much greater importance over
the past few years; back in 2020, only 41% prioritized financial resilience with
respect to modernizing plan design. ?

Figure 1. Reasons for modernizing DC
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Currently, plan sponsors are using data analytics to examine participation rates and contribution rates, but less
of a focus is being put on assessing retirement readiness and financial wellbeing, with only 28% of plan sponsors
measuring retirement outcomes for their workers (Figure 2).

According to the 2024 WTW Global Benefits Attitudes Study, 76% of Canadian employees say they are saving

less for retirement than they think they should be. To better help address this issue, plan sponsors are increasing
support around this area, with another 25% of sponsors expected to start measuring outcomes in the next

two years.

Figure 2. Impact of data analytics

In which of the following areas has your organization engaged with data analytics to examine the impact of
DC plan benefits on your specific employee cohorts? In which areas does your organization plan to engage
or consider engaging?

Monitoring plan participation rates

Assessing employee contribution rates

Assessing investment efficiency
by age bands

Assessing overall retirement readiness
through member outcomes

Measuring retirement readiness is
expected to be sponsors’ primary
area of focus in the near future

Evaluating indicators of

. . 21%
short-term financial challenges

. Action taken . Emerging focus* n=152

*Considering for 2024 - 2026

In further connection with helping workers better address retirement readiness issues, plan sponsors are
interested in adding design features that will augment flexibility and security around employees’ needs, including
the use of auto-enrolment and decumulation solutions. Currently, only 14% of respondents offer such, but in two
years an additional 35% of respondents mentioned this as an emerging focus in helping to modernize their DC
defined contribution plans.



Figure 3. Solutions to modernize DC

il

Ll In the past five years, has your organization modernized, or are you considering modernizing, its DC plan
8 in any of the following ways?

Introduce decumulation solution
to retiring plan members

Introduce or increase employer
matching provision

As shown in

Figure 3, more
than a third of plan
sponsors expect
to explore adding

Remove age/service/points-based
contribution formula

Increase core (mandatory) 9% decumulation

employer contributions solutions to their
DC plan as a

Increase core (mandatory) 10% way to enhance

employee contributions

financial wellbeing
in retirement.
Revisit balance between employer
and employee cost sharing

. Action taken . Emerging focus* n=153

*Considering for 2024 - 2026
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2. Optimizing investments

Opportunities arise for sponsors to optimize their
investment lineups

As target-date funds (TDFs) have become more available in the Canadian
marketplace in the past 15 years, we’ve seen an increase in their use as a plan’s

default investment option. Today, roughly nine in 10 respondents use TDFs as
their default fund (Figure 4).

Figure 4. Default investment options

What is your DC plan’s default investment option?

2% 1%
B Targetdate [ Balanced fund [ Money market fund

B Target risk fund Il Other
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Figure 5. Evaluating success in TDFs

How do you evaluate the success of your funds?

Performance monitoring of fund 91%

Investment fee benchmarking 47%

Plan participation rate

Performance monitoring

of underlying funds 33%

Demographics-based

18%
glidepath review °

Degree to which it provides

: o 12%
income in retirement

Beliefs review 1%

With the prevalence of TDFs reaching new heights, now is the right time for
sponsors to revisit their investment beliefs in light of changes to economic
expectations, investment opportunities and the increased size of assets in their
DC plans. Currently, only 11% of sponsors have revisited the investment beliefs
behind their original TDF selection (Figure 5). With so many more TDFs available
today, including customized TDF solutions, sponsors should be revisiting how they
measure a TDF’s success and if the TDFs currently offered still meet the needs of
their plan members.

n =141

When evaluating TDFs, most sponsors are evaluating past performance, which is
important, but only 18% of respondents are evaluating the asset allocation and glide
path, which are the most important drivers of future investment outcomes in both
the accumulation and decumulation phases for plan members.
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3. Managingrisk
and governance

Opportunities to elevate approaches to risk
management arise

Today, more than half of plan sponsors have conducted a comprehensive
review of their recordkeeper within the past three years (Figure 6). And one
message is clear: Active management of recordkeepers has paid off for the
majority of plan sponsors.

Figure 6. Active management of recordkeeper

When was your organization’s most Which of the following were
recent comprehensive recordkeeper outcomes from your most recent
review conducted? recordkeeper review?

Employee-paid fees 39%
were reduced

Employer-paid fees
were reduced

Within the past
three years

Services were enhanced 26%
More than

three years ago

Changed recordkeeper 1%

Changed client

Never conducted a service representative 10%

comprehensive review 8%
of our recordkeeper |

Changed how fees were
allocated to participants

No changes were made

Other 10%

n =152 n =135
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For those that conducted reviews of their recordkeepers, 71% achieved some improvement.
In a lot of cases, fees were reduced as a result, and most improvements in the plan occurred
without the need to change recordkeepers, as only 1% of plan sponsors elected to change
providers (Figure 7).

However, the work is not done yet, and sponsors are still seeking improvement from their

recordkeepers. Many sponsors would still like to see improvement in some areas, with the
majority wanting enhancements in tools, communication materials and customer service.

Figure 7. Opportunities to improve recordkeeper services

Are there any areas where you would like to see improvements in your DC plan administrator/
recordkeeper services?

Plan sponsor website/reporting/tools 44% _
Customer service 46% _
Communication material 50% _
Innovation 50% _
o
Employee call centre service/responsiveness 55% -
Quality/accuracy of administration 58% _
Employee website/tools 5 -

Fees

Employee education sessions
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In order for plan sponsors to ensure their DC plans are best positioned for success,
they should focus on three important priorities:

1. Establish plan objectives for member outcomes, and then measure against those objectives:
Sponsors should ensure that the specific objectives for each DC plan vehicle are considered. Even more
importantly, they should also elevate their oversight from measuring inputs (e.g., participation rates,
contribution levels, investment decisions) to assessing member outcomes.

2. Optimize investment lineup: Sponsors should revisit their investment objectives and beliefs to evaluate if
their current TDFs and overall investment lineup are optimal for their plan members. They should consider
diversifying the a la carte investment options and reexamine the investment lineup for any short-term savings
vehicles in light of evolving market conditions.

3. Elevate approach to risk management: Plan sponsors should proactively review their recordkeeper’s
performance and fees to drive an optimal partnership and support positive member outcomes. Given CAPSA’s
risk management expectations, sponsors should also develop a risk framework to identify and manage the
risks inherent in DC plans — both those borne by the plan sponsor and those borne by the employees.

As DC plans continue to evolve as a key vehicle to enhance employees’ financial health as they progress through
their career and into retirement, plan sponsors are encouraged to avail themselves of increasingly robust tools
and features to support their employees’ resilience, accumulation and wealth protection priorities.

Organizations that look to differentiate their plans from their peers will be well served in focusing on strategic
initiatives, and evaluating the organization’s optimal role in retirement plan delivery can provide meaningful
opportunities while reducing risk to their organization.

Responses representative of a broad
cross-section of size of employer:

0000
O........ o
R Fewer than 100 employees 3%
(111
Survey demographics 100 - 499 employees -
The 2024 Defined Contribution Plan Sponsor Survey, 500 - 1,999 employees 34%

conducted in September 2024, drew responses from
154 Canadian sponsors in the WTW client base.

2,000 - 4,999 20%

Many industries were represented, led by
manufacturers at 27% of responses. 5,000 or more 22%

The Canadian Association of Pension Supervisory Authorities — the collective of pension regulators from each jurisdiction in Canada.
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About WTW

At WTW (NASDAQ: WTW), we provide data-driven, insight-led
solutions in the areas of people, risk and capital. Leveraging

the global view and local expertise of our colleagues serving
140 countries and markets, we help you sharpen your strategy,
enhance organizational resilience, motivate your workforce and
maximize performance. Working shoulder to shoulder with you,
we uncover opportunities for sustainable success — and provide
perspective that moves you. Learn more at wtwco.com.

wtwco.com/social-media

Copyright © 2025 WTW. All rights reserved.
WTW-1596476915

wtwco.com



https://www.wtwco.com/

