rom 2016 (0 2024, fewer plan

members are confident they’ve

saved enough [or retirement.

Indeed, Benefits Canada’s 2024 CAP Member survey found
plan members’ optimism that their retirement is on track declined
to 56 per cent from 63 per cent in 2022, while three-quarters (73
per cent) said they’re worried they won’t have enough saved when
it comes time to retire.

Similarly, just 58% of plan members said they’re confident their
employer-sponsored registered savings plan(s) will provide the
amount of money they need to meet their financial objectives for
retirement.

Just 13 per cent said they’re very confident in their employer-
sponsored capital accumulation plan.
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Notably, employees aged 18 to 34, aged 35 to 54 and those aged
65 and older shared similar levels of confidence (62 per cent, 59 per
cent and 60 per cent, respectively), while confidence was lower
among workers aged 55 to 64 (48 per cent).

“One interesting thing from the survey results was that the con-
fidence was higher for the older folks who are closer to retirement,
which is kind of a good thing,” said Jason Vary, president of Actu-
arial Solutions Inc., during a webinar that discussed the survey re-
sults. “People get more and more confident as they get closer [to
retirement]. . . . What we’re seeing is people are healthier, they’re
living longer and they’re working longer.”

Also speaking during the webinar, Melissa Carruthers, a part-
ner in the life and health insurance strategy division at Deloitte
Canada, said the firm’s plan sponsor clients are expressing incre-
ased interest in a mandatory financial health check for plan mem-
bers five years prior to retirement.[ They want to] be able to drive
the conversation around [whether plan members] need to think
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differently about how they’re managing
debt [and] how [they] can optimize contrib-
utions . . . in the final years leading up to
retirement. I think having financial advice
and a personalized plan for your household
is such a big and instrumental component
of setting you up for success in retirement.”

A consideration for plan sponsors is that
plan members are often looking at their fin-
ances in the moment, said Mara Notarfon-
z0, vice-president of total rewards at CAA
Club Group.

“What we try to do is reinforce that hol-
istic view. There are programs and services
available to help [plan members] save in the
moment, but [it should also] be anchored
to retirement planning,

66 What we

At Kraft Heinz Canada, retirement is
differentiated from other savings options,
a strategy that helps younger employees,
in particular, to set aside money, said Tracy
Fogale, the company’s senior manager of
benefits.

“As soon as you start to use the word
‘retirement, particularly among the young-
er generation, it’s a bit daunting. They may
think, ‘Well, you know, I'm 25, I'm not
ready for retirement, that’s many moons
away. But we do have savings programs
and retirement programs to help set them
up for success. What we're trying to do is
to take the [approach] of saving for your
dreams, whatever that might be, because
then we've got their ear.”

re seemg

When asked about where they expect
retirement income to come from, respond-
ents cited their workplace CAP (23 per
cent) as their main source of income, down
from 30 per cent last year, followed by gov-
ernment sources (20 per cent), personal
registered savings such as a private register-
ed retirement savings plan (19 per cent),
personal non-registered savings (11 per
cent), a defined benefit pension plan (10
per cent) and real estate, such as invest-
ments or the sale of their primary resi-
dence or a reverse mortgage (eight per
cent).

Employees aged 18 to 34 (26 per cent)
were more likely to cite their CAP as their
No. 1 source of retirement income, com-
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Confidence in CAP results remains high... but members continue to be cautious

How confident are you that your employer-sponsored registered savings plan(s) will provide the
amount of money you need from them in order to meet your financial objectives for retirement?
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pared to workers aged 55 and older (20 per
cent). Conversely, plan members aged 55
and older were more likely than those
aged 18 to 34 to cite government pensions
as their main retirement income source
(29 per cent and 15 per cent, respectively).

To reverse this decreasing lack of con-
fidence, employers can turn to enhanced
pension communications and education
to help employees better understand their
plan, particularly investments and contrib-
utions, said Carruthers.

“I think part of that is being able to
show . . . what they would be missing out
on [by] not participating in the CAP and
the additional value that they get by max-
ing out their contributions relative to just
the minimum contributions. I also find
that many [plan members don’t] really
appreciate how affordable that investment
option is for them, versus an individual
RSP or tax-free savings account.”

CAA’s plan is focused on providing
flexibility to employees to make an info-
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rmed decision, said Notarfonzo. “There’s
a core option, which is mandatory enrol-
ment and there’s flexibility of optional
contributions that still have the same 100
per cent match. . . . It’s going back to that
holistic view of educational sessions that
look at various topics [such as] economic
changes [and] interest rates.”

In Kraft Heinz's CAP, roughly 86 per
cent of employees are maximizing the
company match, said Fogale.

“At any given point, they can reduce
or come out of that voluntary [contribu-
tion] component. . . . Since implementa-
tion, very few [plan members have] redu-
ced that voluntary component. Because
they’re not seeing necessarily a drop [in
income] because they've started with
those maximum contributions coming
off and therefore getting the maximum
company match.”

While flexibility is an important asp-
ect of CADPs, it can also be detrimental
to plan members by allowing them to de-

lay contributions or forgo them altogeth-
er, cautioned Vary.

“People do need to be forced [to cont-
ribute] and even though [an employer]
might think, ‘Giving them flexibility is
better, it often works against them. . . .
I'm not a fan of matching contributions
— if employers want to spend up to five
per cent of [a plan member’s income],
they should just put in the full [amount]
and then encourage the employees to
contribute more.”

With workplace CAPs typically offer-
ing lower fees, employers can emphasize
this aspect to encourage savings, partic-
ularly among younger employees, he
added.

“Young people are very savvy about
fees and the fees for large CAPs can be
very, very low. It's much better [for plan
members] to save their extra money with
an [employer-sponsored] TFSA or RSP

The survey also asked respondents
when they anticipate they’ll start to col-

lect payments from the Canada Pension Plan/Quebec Pension
Plan. Two-fifths (43 per cent) said they plan to start collecting
CPP/QPP at age 65, while a third (33 per cent) said they plan
to start collecting earlier than age 65 and a quarter (25 per cent)
said they plan to delay payments.

Among the latter group, a quarter (27 per cent) said they’re
planning to maximize their payments, followed by not being
able to afford to not work (19 per cent) and wanting to work
longer (18 per cent). On average, plan members said they expect
to retire at age 63 — unchanged from last year and consistent
with the survey’s findings since 2012 — and expect their retire-
ment funds will need to last 29.8 years, up slightly from 27 years
in 2023. Based on respondents’ planned retirement date and
how long they feel their funds will last, the average life expect-
ancy was calculated to be age 92, up slightly from age go last
year.

“[Delaying CPP/QPP] can be advantageous to an individ-
ual, especially a person who doesn’t have a DB pension plan at
their work. By delaying CPP past [age] 65, your benefit actually
goes up 8.4 per cent per year for the rest of your life, so if you
go all the way to age 70, [the annual benefit] will be 42 per cent
higher. That’s an index benefit, which is also good in these days
of higher inflation and that can be a hugely advantageous
choice for an individual who has a CAP.”

'The discussion around when to collect CPP/QPP is an oppor-
tunity for plan sponsors to enhance financial literacy among
CAP members, by giving them a fuller understanding of
sources of retirement income and how much they’ll need to
save, added Fogale.

“Once you piece that all together, you can make the best
educated decision possible. I do believe that [CPP/QPP bene-

fits] should be part of the planning journey and conversation
— retirement is a life event, and it happens once.”

Notably, the survey found plan members’ understanding of
their CAP appears to have declined over the years. Just 277 per
cent said they have an excellent or very good understanding
of their plan, down from 33 per cent in 2015 and 47 per cent in
2007, when the question was first asked. More than a quarter
(28 per cent) said they have a poor or no understanding of
their plan.

Similarly, CAP members’ understanding of decumulation
is also on the decline. More than two-fifths (43 per cent) said
they have a poor or no understanding of how to convert their
funds into an income stream when they retire, while just a
fifth (21 per cent) said they have an excellent or very good un-
derstanding, down from 26 per cent last year.

Regarding risks that can impact retirement savings, a quar-
ter said they have an excellent or very good understanding of
inflationary risk (26 per cent) and interest rate risk (24 per
cent), while a fifth (21 per cent) said the same about longevity
risk. Conversely, nearly two-fifths (38 per cent) said they have
a poor or no understanding about longevity risk, while more
than a third indicated the same response regarding inflationary
risk (36 per cent) and interest rate risk (35 per cent).

The solution to these declines in understanding may lie in
improved plan communications and financial advice, noted
Carruthers.

“Decumulation is a complex concept [as is] being able to
really understand and appreciate all of the different funding
sources that you have available. . . . I don’t know that we
should expect the average Canadian to truly understand all
of [the] different levers that they have available to them.”

CAPs continue to be seen as largest source of retirement income

What percentage of your 100%
total retirement income do
you expect to come from...
[AVERAGE %]

Other

2 Inheritance
Investments in real estate,
ie sale of residence; reverse
mortgage

[ Defined Benefit Plan you have

I Your personal savings outside
of registered retirement savings

B Your personal registered
retirement savings

M Government (CPP/QPP)

I CAP (DC; GRRRSP; TFSA etc) 2009 2010 2011

2012 2013 2014 2015 2024

BASE: Plan Participants: 2024 N=500; 2015 N=1209; 2014 N=1203; 2013 N=1209; 2012 N=1212; 2011 N=1223; 2010 N=1234; 2009 N=1271;

Benefitscanapa | September 2024 | 29



Optimism they are ‘on track’ continues to decline

In your opinion, are you currently on track to meet your
targets for the amount of money you will need to save?
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The method and timing of plan communications is also important,
said Notarfonzo, noting CAA’s ‘Who Wants To Be A CAA Million-
aire?” campaign used three-minute videos to communicate concepts
such as CAP investments.

“[Employers might also consider] not [holding educational sessions]
only during business hours — have a few in the evening because those
kind of things are important for [the plan member’s] family.”

Kraft Heinz is currently developing a total rewards hub that will pro-
vide employees with access to their pension and benefits information,
said Fogale, noting the company’s pension communications strategy
also makes use of personas representing several employees at different
stages of their retirement journey, in addition to traditional communi-
cations methods, such as mailers.

“We've had a significant focus on communication to employees at
all levels. . . . We've got five generations in the workplace right now,
so we know that there’s such a diverse group with diverse needs and we
need to start personalizing [communications].”

Blake Wolfe is the interim editor at Benefits Canada and the
Canadian Investment Review: blake.wolfe@contexgroup.ca
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‘® Key TAKEAWAYS

* While CAP members are less confi-
dent about their retirement savings,
they expect their CAP to be their main
source of retirement income, putting
increased pressure on plan sponsors.

* Fewer plan members reported an
excellent or good understanding of
concepts such as decumulation and
retirement risk, but communication and
education can help reverse this trend.

* The conversation around delaying
CPP/QPP benefits is becoming increas-
ingly prominent, as CAP members
expect to live longer but retire earlier.




