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Even prior to the devastating impact of Covid-19, one of the greatest financial wellness challenges facing workers has heen gener-
ating an adequate and sustainable amount of lifetime income in retirement. Meanwhile, plan sponsors continue to grapple with an
ever-changing and often confusing regulatory environment.

Following are excerpts from the discussion; the entire webinar can be found here.

B We’re better off today than we were 12 years ago, both trends.
but...: The increased use of target date funds, advice tools Inflation is more likely to surprise ... to the
and financial wellness programs is helping retirement savers, downside: With the Federal Reserve’s balance sheet
but the coronavirus crisis has further highlighted how much ballooning, inflation risks are real. On the other hand, the
risk has been shifted to individuals from defined benefit demographic issues mentioned should continue to make
programs to DG plans. Thoughtful asset allocation, a focus for a low-inflation environment. Overall, notwithstanding
on th'e long term, bcitter diversification and lifetime-income the high levels of government debt and recent Fed actions,
solutions are becoming even more relevant. mflation 1s more likely to surprise to the downside than

= Plan sponsors must maintain a fiduciary mindset: to the upside. Of course, the slow-growth, low-rate
In the face of the pandemic, take a measured approach environment poses another challenge for workers trying to
and learn from lessons of the past. Focus on the long-term secure retirement income.
consequences of decisions and stay true to a robust fiduciary Annuity provisions in the SECURE Act are a step in
process. Sponsors should also look to adopt an institutional the right direction: The Setting Every Community Up
mindset when designir.lg investment opti.ons, most r}otably for Retirement Enhancement Act of 2019 includes a Safe
around extended credit sectors, alternatives and private Harbor for sponsors protecting against fiduciary liability for
assets. selecting and monitoring annuity providers. While questions

®  The demographics are daunting: The world is getting remain about specific aspects of the provision, it does at least
older, and our research shows that when the working-age pave the way for the discussion of the merits of an annuity
population share slows by a percentage point, it almost offering in DC plans.
invariably slows average real GDP growth by a similar DG plans need to evolve towards prioritizing
amount. What’s more, as populations grow older, they may retirement readiness: The self-service model of past DC
be less com'fortable with ?isk-taking and entrép.reneurship, plans often didn’t result in better outcomes for participants.
both Of. which are key.dnvers of the productivity and The next generation of DC should focus more on retirement
dynamism of economies. readiness and both accumulation and decumulation.
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Wealth inequality remains a major problem:

Along with aging populations, increased inequality will
likely continue to shape the performance of the economy
and markets. A meaningful portion of the wealth of the
elderly and the middle class has been accumulated through
retirement plans, and getting more households involved,

as early as possible, in pension plans and other long-term
savings vehicles can help address the challenges presented by

Greater use of technology can provide customized advice,
and more robust communication to participants surrounding
projected income should be a priority. Solutions that support
the unique risks in retirement, including interest-rate and
longevity risk, would benefit from a more institutional
investment approach.


https://www.pgim.com/insights/pgim-expertise/bridging-the-gap-retirement-security
http://www.pgim.com/dc
mailto:josh.cohen%40pgim.com?subject=

For Professional Investors only. All investments involve risk, including the possible loss of capital. The information contained herein is provided by PGIM,
Inc., the principal asset management business of Prudential Financial, Inc. (PF1), and an investment adviser registered with the US Securities and Exchange
Commission. PGIM is a trading name of PGIM, Inc. and its global subsidiaries and affiliates. Prudential Financial, Inc., of the United States is not affiliated
in any manner with Prudential plc, incorporated in the United Kingdom or with Prudential Assurance Company, a subsidiary of M&G plc, incorporated in the
United Kingdom. In the United Kingdom and various other European jurisdictions information is issued by PGIM Limited, an indirect subsidiary of PGIM, Inc.
PGIM Limited (registered office: Grand Buildings, 1-3 Strand, Trafalgar Square, London, WC2N 5HR) is authorised and regulated by the Financial Conduct
Authority of the United Kingdom (registration number 193418) and duly passported in various jurisdictions in the EEA. These materials are issued to persons
who are professional clients or eligible counterparties as defined in Directive 2014/65/EU (MIFIDII), investing for their own account, for funds of funds or
discretionary clients. In Singapore information is issued by PGIM (Singapore) Pte. Ltd. (PGIM Singapore), a Singapore investment manager that is licensed
as a capital markets service licence holder by the Monetary Authority of Singapore and an exempt financial adviser (registration number: 199404146N).
These materials are issued by PGIM Singapore for the general information of “institutional investors” pursuant to Section 304 of the Securities and Futures
Act, Chapter 289 of Singapore (the “SFA”) and “accredited investors” and other relevant persons in accordance with the conditions specified in Section
305 of the SFA. In Hong Kong, information is presented by representatives of PGIM (Hong Kong) Limited, a regulated entity with the Securities and Futures
Commission in Hong Kong to professional investors as defined in Part 1 of Schedule 1 of the Securities and Futures Ordinance. PGIM, Inc. is exempt from
the requirement to hold an Australian Financial Services License under the Corporations Act 2001 in respect of financial services. PGIM, Inc. is exempt by
virtue of its regulation by the Securities and Exchange Commission under the laws of the United States of America, including applicable state laws and the
application of ASIC Class Order 03/1100. The laws of the United States of America differ from Australian laws. In Japan, information is presented by PGIM
Japan, Co. Ltd., (“PGIM Japan”), a registered Financial Instruments Business Operator with the Financial Services Agency of Japan. In October 2004, PGIM,
Inc. received a discretionary investment management license in South Korea and accordingly is licensed to provide discretionary investment management
services directly to South Korean investors. © 2020 Prudential Financial, Inc., and its related entities. PGIM, the PGIM logo and the Rock symbol are service
marks of PFl, and its related entities, registered in many jurisdictions worldwide. 20/5 - 1301



