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Ready! Fire! Aim? 2018

Incorporating insights from more than a decade of real-world participant behavior
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Purpose of our research

 Help plan sponsors and advisors

– Understand how participants are realistically interacting with their retirement plans

– Evaluate the impact different glide path designs might have on participant outcomes

– Assess how the relationship between glide path designs and varied participant investment behaviors shape long -term outcomes

 Key component of the SmartRetirement® investment process

– Helps define our objectives as target date fund investors

– Informs our glide path design

“Evaluating real-world participant behavior to 

inform effective target date fund design”

− Expanded participant universe drawing 
from MassMutual Financial Group and 
Empower Retirement

− Diverse data set allowing for analysis 
with perspectives on how enrollment and 
salary can shape behaviors

What’s new for 2018?
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2018 key findings
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More than a decade of insights into participant saving and withdrawal patterns

Source: J.P. Morgan retirement research, 2001–17.

Slight differences in numbers reported from earlier studies may exist due to the reclassification of certain participant behavior. Those differences are not material.
1 Due to a methodology  change, 15% of account balance reported in 2006 is revised to 21% in this presentation.

2007 study
2001-06 trends

2009 study 
2007-08 trends

2012 study 
2009-11 trends

2015 study
2012-14 trends

2018 study

2015-17 trends

Salary raises On average, participants 
get raises every two out 
of three years.

On average, participants
get raises every other 
year.

On average, participants 
get raises every year. 

On average, participants 
get raises every two to 
three years. 

On average, participants 
get raises every two out 
of three years. 

Contributions On average, contribution 
rates start at 6% and 
increase slowly, reaching 

8% of salary by age 40 
and 10% not until age 55. 

On average, contribution 
rates start at 6% and 
increase even more 

slowly, reaching 8% of 
salaryby age 45 and 

10% not until age 57. 

On average, contribution 
rates start at 5% and 
increase slowly, reaching 

8% of salary by age 44
and 10% not until age 59. 

On average, contribution 
rates start at 5% and 
increase slowly, reaching 

8% of salary by age 50 
and do not reach 10% 

before retirement. 

On average, contribution 
rates start at 5% and 
increase slowly, reaching 

6% of salary by age 50 
and do not reach 10% 

before retirement. 

Loans 19% of participants 
borrow, on average, 21% 
of account balance1.

18% of participants 
borrow, on average, 25% 
of account balance.

18% of participants
borrow, on average, 22% 
of account balance. 

23% of participants 
borrow, on average, 20% 
of account balance. 

18% of participants 
borrow, on average, 20% 
of their account balance. 

Pre-retirement 
distributions

12% of participants over
the age of 59.5 withdraw, 
on average, 25% of 

assets. 

13% of participants over 
the age of 59.5 withdraw, 
on average 27% of 

assets. 

12% of participants over 
the age of 59.5 withdraw, 
on average, 18% of 

assets. 

14% of participants over 
the age of 59.5 withdraw, 
on average 30% of 

assets. 

A range of 7% to 12% of 
participants over the age 
of 59½ withdrew, on 

average, 55% of assets. 

Post-retirement
distributions

The average participant 
withdraws over 20% per 
year at or soon after 

retirement. 

The average participant 
withdraws over 20% per 
year at or soon after 

retirement. 

The average participant 
withdraws over 20% per 
year at or soon after 

retirement. 

The average participant 
withdraws over 26% per 
year at or soon after 

retirement. 

The average participant 
withdrew more than 55% 
in any given year at or 

soon after retirement. 

Remain in plan 
three years 
after retirement 

Not available (began 
tracking in 2006). 

20% of participants 
remain in the plan. 

17% of participants 
remain in the plan. 

32% of participants 
remain the plan. 

28% of participants 
remain in the plan. 
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Many participant behaviors are not in line with retirement savings 

best practices

1J.P. Morgan retirement research, 2015-2017

Participants typically contribute 

just 5% of their paycheck at the start, 

reach 6% by age 50 and do not reach 

10% before retirement.1

Around 10% over age 59½ 

withdraw on average 55%

of assets.1

Just 28% of participants 

remain in plan 3 years 

after retirement.1

18% borrow on average 

20% of their account 

balance.1

Our more diverse data set examined approximately 4,000 DC plans serving more than 2 million participants
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Automatic enrollment continues to expand engagement…

…but it’s also weighing on lower contribution rates

Passive participants – automatically enrolled in their plans and 

never made contribution changes beyond their initial default rates

Subsequent shifters – automatically enrolled but had a later rate 

change (either through automatic contribution escalation or by 
making a change on their own)

Active engagers – enrolled in their plans and set their 

contribution rates on their own 

Participant segments

Source: J.P. Morgan retirement research, 2015-2017

WHAT DOES THIS MEAN FOR PLAN SPONSORS?
Getting employees into the plan is a good first step, but increasing contribution rates is another important factor in being positioned for 

retirement funding success.

Average contribution rates by enrollment type
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Distinct behaviors and patterns were observed across salary levels 

Middle-income earners are most likely to take a loanHigher-income earners tend to contribute the highest rates

Source: J.P. Morgan retirement research, 2015-2017

WHAT DOES THIS MEAN FOR PLAN SPONSORS?
Cash flow volatility is prevalent throughout the population, but employees at middle and lower salary levels tend to save les s, borrow more, and 

withdraw earlier.

Average contribution rates by salary level Percentage of participants with loans by salary level 
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Most assets leave the plan within three years of retirement

− The average participant withdrew more than 55% in 
any given year at or soon after retirement

− Only 28% of participants remained in the plan three 

years after retirement

− Most participants who remained in the plan after age 

70 started to follow required minimum distribution 

(RMD) withdrawal rates, though there is some 

variability

− When people withdraw, how soon and how much they 

withdraw are dramatically different

− At age 60, 20K of our population withdrew 

− At age 65, 9.5K of the population withdrew

− At age 70+, 5K of the population withdrew

Key findings

Note: Due to f ull withdrawals, at age 65, the number of  participants included in the analy sis decreases to 47% of  the populat ion we examined at age 60. At age 70+, the population has decreased to 24%. Total 

may  be more than 100% due to rounding. 

Source: J.P. Morgan retirement research, 2015-2017

WHAT DOES THIS MEAN FOR PLAN SPONSORS?
Participants still withdraw most of their assets around retirement, but we continue to see great variability of how people wi thdraw. Both factors 

are considered and incorporated in our glide path design and equity exposure around retirement.

Mix of types of withdrawals
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The way forward
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Understanding target date fund design in the context of risk exposure 

is crucial

Source: J.P. Morgan Asset Management. For illustrative purposes only. 
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Across all levels of engagement, SmartRetirement helped position more 

participants for retirement funding success…

Range of expected account balances at retirement by engagement type

Source: J.P. Morgan retirement research, 2015-2017
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How participant behavior informs our glide path

Source: J.P. Morgan retirement research, 2015-2017

BEHAVIORS

KEY INSIGHT

GLIDE PATH IMPLICATION

Participants typically

contribute 5%
of their paycheck at

the start, reach 6%

by age 45 and only
reach 7% before retirement.

19% borrow, on

average, 20% of
their account balance.

10% over age 59½ withdraw, 

on average, 55% of their 
assets.

About 28% of participants 

remain in plan three years after 
retirement.

Most investors are not saving 

enough.  Early growth from 
their investments and 

protection from loss when 

approaching retirement are 
crucial to success.

Tight volatility controls are 

crucial to help manage the 
amplifying effects of cash flow 

volatility on market volatility.

Sharp risk reduction

in the years leading up to 
retirement is crucial.

The majority are not using the 

investment vehicle post-
retirement. 

Higher equity allocation early 

in the glide path allows for 
growth.

Diversification and risk 

management are important to 
glide path design.

Shape and slope of the glide 

path near retirement and
diversification are key.

Shape of glide path (static 

glide path) is appropriate given 
high levels of cash flow 

volatility.



14 |  FOR INSTITUTIONAL USE ONLY – NOT FOR PUBLIC DISTRIBUTION

0

200

400

600

800

1,000

 Target Date A  Target Date B  Target Date C  Target Date D  Target Date E

U
S

D
 (

0
0

S
)

SmartRetirement delivers

On a risk-adjusted basis, SmartRetirement gets more participants across the finish line than other TDFs

Source: J.P. Morgan Asset Management analysis, 2019. Household income replacement rates are derived from an inflation-adjusted analysis of: Consumer Expenditure Survey (BLS) data (2013-2016); Social Security benefits 

using modified scaled earnings in 2019 for a single wage earner at age 65 and a spousal benefit at age 62 reduced by Medicare Part B premiums; and 2019 OASDI and FICA taxes. The income replacement needs may be lower 

for households in which both spouses are working and the second spouse’s individual benefits are greater than their spousal benefit. Single household income replacement needs may vary as spending is typically less than a tw o-

spouse household; however, the loss of the Social Security spousal benefit may offset the spending reduction. Percentages and values may not sum due to rounding.

USD (000s) Target Date A Target Date B Target Date C Target Date D Target Date E

5th percentile 874 786 830 835 856

50th percentile 429 406 406 414 418

95th percentile 189 185 177 184 183

Target 430 430 430 430 430

% above target 50% 44% 45% 47% 47%

Prob of Loss +3yr 8.3% 8.1% 13.0% 10.5% 12.0%

5th percentile

Target

95th

50th

Target income 

replacement 

level: 

$430,000

Percent of 

employees over 

the retirement 

finish line 

430 406 406 414 418
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Strengthen retirement outcomes by focusing on effective levers to help 
combat participant-controlled and participant-experienced risks
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Across all levels of engagement, SmartRetirement helped position more 

participants for retirement funding success…

Range of expected account balances at retirement by engagement type

Note: These target lines correspond to peak salaries of passive participants, subsequent shifters and active engagers. We der ivethe income replacement rate for v arious income levels by considering reductions in income tax and 

ex penditures in retirement. Social Security and private savings such as defined contribution plans together need to meet the income replacement rate. We define the target portfolio v alues based on the annuity  cost required to 

meet an adequate lev el of retirement income.

Source: J.P. Morgan retirement research, 2015-2017
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Passive participants Subsequent shifters Active engagers

USD (000s)
JPM

SmartRetirement
S&P TD Index

JPM

SmartRetirement
S&P TD Index

JPM

SmartRetirement
S&P TD Index

5th percentile 453 411 1,025 927 964 875

50th percentile 205 191 505 474 476 447

95th percentile 80 76 236 225 225 216

Target 255 255 480 480 440 440

% above target 33% 27% 55% 49% 57% 51%

Prob of Loss +3yr 8.3% 10.5% 8.3% 10.5% 8.3% 10.5%
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…and across all salary levels 

Range of expected account balances at retirement by salary

Source: J.P. Morgan retirement research, 2015-2017

Higher-income earners Middle-income earners Lower-income earners

USD (000s)
JPM

SmartRetirement
S&P TD Index

JPM

SmartRetirement
S&P TD Index

JPM

SmartRetirement
S&P TD Index

5th percentile 1,735 1,582 764 690 435 393

50th percentile 849 798 374 350 207 194

95th percentile 382 364 168 160 90 86

Target 970 970 330 330 130 130

% above target 38% 31% 61% 56% 83% 80%

Prob of Loss +3yr 8.3% 10.5% 8.3% 10.5% 8.3% 10.5%
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The target: income replacement

Replacement rate detail by household income

Source: J.P. Morgan Asset Management analysis, 2018. Household income replacement rates are derived from an inflation-adjusted analysis of: Consumer Expenditure Survey (BLS) data (2014-2017); Social Security benefits 

using modified scaled earnings in 2018for a single wage earner at age 65 and a spousal benefit at age 62 reduced by  Medicare Part B premiums; and 2018 OASDI and FICA tax es. The income replacement needs may be 

low er for households in w hich both spouses are working and the second spouse’s individual benefits are greater than their spousal benefit. Single household income replacement needs may vary as spending is ty pically less 

than a tw o-spouse household; however, the loss of the Social Security spousal benefit may offset the spending reduction. Percentages and values may not sum due to rounding.
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Getting to the savings finish line

Source: J.P. Morgan Asset Management analysis, 2019. Household income replacement rates are derived from an inflation-adjusted analysis of: Consumer Expenditure Survey (BLS) data (2013-2016); Social Security benefits 

using modified scaled earnings in 2019 for a single wage earner at age 65 and a spousal benefit at age 62 reduced by Medicare Part B premiums; and 2019 OASDI and FICA taxes. The income replacement needs may be 

low er for households in w hich both spouses are working and the second spouse’s individual benefits are greater than their spousal benefit. Single household income replacement needs may vary as spending is ty pically less 

than a tw o-spouse household; however, the loss of the Social Security spousal benefit may offset the spending reduction. Percentages and values may not sum due to rounding.0000

Salary TDF total at 65 Social Security
DC Balance/

Other Savings

Total income 

replacement ratio

$30,000 $140,000 60% 26% 86%

$40,000 $195,000 56% 27% 83%

$50,000 $255,000 54% 28% 82%

$60,000 $330,000 51% 30% 81%

$70,000 $430,000 46% 34% 80%

$80,000 $540,000 43% 37% 80%

$90,000 $640,000 41% 39% 80%

$100,000 $750,000 38% 41% 79%

$125,000 $970,000 32% 43% 75%

$150,000 $1,300,000 27% 47% 74%

$175,000 $1,600,000 22% 51% 73%

$200,000 $2,000,000 19% 54% 73%

$250,000 $2,650,000 15% 58% 73%

$300,000 $3,300,000 12% 60% 72%
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What are Monte Carlo simulations?

Monte Carlo simulations incorporate both randomness and repetitiveness to create large 

samples of observations and minimize the influence of outlier values in returns or the order 

of returns. By using a series of repeating computations, the simulations create a large 

number of outcomes for the portfolio, each with an independent path of returns which 

combined have a specified average and volatility. In our modeling, we use changing, or 

stochastic, return patterns to generate 10,000 different possible portfolio outcomes.

The projections or other information generated by regarding the likelihood of v arious investment outcomes are hypothetical in nature, do not reflect actual investment results and are not guarantees of future results. Other 

inv estments not considered may have characteristics similar or superior to those being analyzed. The results may vary with each use and over time.
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Monte Carlo Simulation Process

Choose between glide paths with 

different asset classes and risk 

levels at certain ages 

1.
Pick base glide paths

2. 
Run Simulations 

Long Term Capital 

Markets 

Assumptions 

10 to 15 year risk, return, and 

correlation assumptions on a 

variety of asset classes and 

currencies

Participant Behavior 

Research 

10,000 scenarios based on a 

range of real participants: 

Contributions, salary, plan 

withdrawals

Analyze the results relative to the 

specified objective & select optimal 

glide path

3. 
Analyse the results 

Objective: Random variables are used as inputs to simulate real life outcomes because markets and how 

people invest are unpredictable. 

Use randomized variables for market 

expectations and participant investing 

behaviors
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Monte Carlo simulations

Monte Carlo Simulations generate 10,000 possible portfolio outcomes using:

 Different market environments: each simulation has an independent path of returns, which, when combined, exhibit 

the average return, volatility and correlation characteristics set forth in our Long-Term Capital Markets Assumptions. 

– Return generator: Asset returns were generated so that future values were dependent on previous values and the 

long-term mean and volatility levels of the assets remained near their desired levels. 

– Market environment generator: We incorporated correlations among assets so that over time, asset returns 

maintained the desired relationships. For example, high U.S. equity returns were unlikely to correspond to low or 

negative international equity returns.

 Participant Behavior: In order to best reflect the diversity of behavior in the simulations, we have not assumed 

“average” contributions or withdrawals, but instead created a distribution of participant behaviors that collectively has 

the same characteristics as our sample population. To model a participant base that resembled the real world, we 

generated simulated values for several variables:

– Participant contribution rate and changes to that rate over time

– Frequency of salary growth

– Event and size of loans

– Event and size of near-retirement withdrawals

– Event and size of post-retirement withdrawals

For example, if 20% of 60 year olds in the pre-determined data set took withdrawals  each year, then about 2,000 of 

the 10,000 simulations will make withdrawals at age 60.
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Disclosures
This document is a general communication being provided for informational purposes only. It is educational in nature and not designed to be a recommendation for any specific investment product, strategy, plan feature or other 

purposes. By receiving this communication you agree with the intended purpose described above. Any examples used in this material are generic, hypothetical and for illustration purposes only. None of J.P. Morgan Asset 
Management, its affiliates or representatives is suggesting that the recipient or any other person take a specific course of action or any action at all. Communications such as this are not impartial and are provided in connection with 

the adv ertising and marketing of products and services. Prior to making any investment or financial decisions, you should seek individualized advice from your personal financial, legal, tax and other professional advisors that take into 
account all of the particular facts and circumstances of your own situation.
Opinions and estimates offered constitute our judgment and are subject to change without notice, as are statements of financial market trends, which are based on current market conditions. We believe the information provided here 

is reliable, but do not warrant its accuracy or completeness. References to future returns are not promises or even estimates of actual returns a client portfolio may achieve. 

Monte Carlo methods are a broad class of computational algorithms that rely on repeated random sampling to obtain numerical results. Their essential idea is using randomness to solve problems that might be deterministic in 
principle.

TARGET DATE FUNDS. Target date funds are funds with the target date being the approximate date when investors plan to start withdrawing their money. Generally, the asset allocation of each fund will change on an annual basis 
with the asset allocation becoming more conservative as the fund nears the target retirement date. The principal value of the fund(s) is not guaranteed at any time, including at the target date.

J.P. Morgan Asset Management is the marketing name for the investment management businesses of JPMorgan Chase & Co. and its affiliates worldwide. J.P. Morgan Funds are distributed by JPMorgan Distribution Services, Inc.; 
member of FINRA.

We hav e a number of security protocols in place which ensure all customer data are kept confidential and secure. We use reasonable physical, electronic, and procedural safeguards that are designed to comply with federal 

standards to protect and limit access to personal information. There are several key controls and policies in place to ensure customer data are safe, secure and anonymous:
• Bef ore J.P. Morgan Asset Management receives the data, all unique identifiable information, including names, account numbers, addresses, dates of birth and Social Security numbers, is removed.
• J.P. Morgan Asset Management has put privacy protocols for its researchers in place. Researchers are obligated to use the data solely for approved research and are obligated not to re-identify any individual represented in the 

data.
• J.P. Morgan Asset Management does not allow the publication of any information about an individual or entity. Any data point included in any publication based on customer data may only reflect aggregate information.

• •The data are stored on a secure server and can be accessed only under strict security procedures. Researchers are not permit ted to export the data outside of J.P. Morgan Chase’s systems. The system complies with all J.P. 
Morgan Chase Information Technology Risk Management requirements for the monitoring and security of data.

• J.P. Morgan Asset Management provides valuable insights to policymakers, businesses and financial advisors, but these insights cannot come at the expense of consumer privacy. We take every precaution to ensure the 

conf idence and security of our account holders’ private information
JPMAM Long-Term Capital Market Assumptions: Given the complex risk-reward trade-offs involved, we advise clients to rely on judgment as well as quantitative optimization approaches in setting strategic allocations. Please note 

that all inf ormation shown is based on qualitative analysis. Exclusive reliance on the above is not advised. This information is not intended as a recommendation to invest in any particular asset class or strategy or as a promise of 
f uture performance. Note that these asset class and strategy assumptions are passive only – they do not consider the impact of active management. References to future returns are not promises or even estimates of actual returns a 
client portfolio may achieve. Assumptions, opinions and estimates are provided for illustrative purposes only. They should not be relied upon as recommendations to buy or sell securities. Forecasts of financial market trends that are 

based on current market conditions constitute our judgment and are subject to change without notice. We believe the information provided here is reliable, but do not warrant its accuracy or completeness. This material has been 
prepared f or information purposes only and is not intended to provide, and should not be relied on for, accounting, legal or tax advice. The outputs of the assumptions are provided for illustration/discussion purposes only and are 

subject to significant limitations. “Expected” or “alpha” return estimates are subject to uncertainty and error. For example, changes in the historical data from which it is estimated will result in different implications for asset class 
returns. Expected returns for each asset class are conditional on an economic scenario; actual returns in the event the scenariocomes to pass could be higher or lower, as they have been in the past, so an investor should not expect 
to achiev e returns similar to the outputs shown herein. References to future returns for either asset allocation strategies or asset classes are not promises of actual returns a client portfolio may achieve. Because of the inherent 

limitations of all models, potential investors should not rely exclusively on the model when making a decision. The model cannot account for the impact that economic, market, and other factors may have on the implementation and 
ongoing management of an actual investment portfolio. Unlike actual portfolio outcomes, the model outcomes do not reflect actual trading, liquidity constraints, fees, expenses, taxes and other factors that could impact the future 

returns. The model assumptions are passive only – they do not consider the impact of active management. A manager’s ability to achieve similar outcomes is subject to risk factors over which the manager may have no or limited 
control. The views contained herein are not to be taken as advice or a recommendation to buy or sell any investment in any jurisdiction, nor is it a commitment from J.P. Morgan Asset Management or any of its subsidiaries to 
participate in any of the transactions mentioned herein. Any forecasts, figures, opinions or investment techniques and strategies set out are for information purposes only, based on certain assumptions and current market conditions 

and are subject to change without prior notice. All information presented herein is considered to be accurate at the time of production. This material does not contain sufficient information to support an investment decision and it 
should not be relied upon by you in evaluating the merits of investing in any securities or products. In addition, users should make an independent assessment of the legal, regulatory, tax, credit and accounting implications and 

determine, together with their own professional advisers, if any investment mentioned herein is believed to be suitable to their personal goals. Investors should ensure that they obtain all available relevant information before making 
any  investment. It should be noted that investment involves risks, the value of investments and the income from them may fluctuate in accordance with market conditions and taxation agreements and investors may not get back the 
f ull amount invested. Both past performance and yield are not a reliable indicator of current and future results.
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