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DC Participant Survey 2017

There is a demographic shift occurring in attitudes towards retirement
savings, investing and expectations of retirees versus current workers.
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What does this mean?

The current worker: The analysis:
« Plans to work longer This generation of worker is gearing up for a retirement that is becoming increasingly
- Relies more heavily on their 401(k) dependent on their own actions. As a result, plan sponsors have to start thinking
(vs. pension) for retirement income differently about plan design and investment solutions.
- Seeks a lifestyle that is equal or better Our DC Survey explores topics at the forefront of DC plan design in order to
than what they have now identify actionable solutions plan sponsors can take to help their participants
- Is not confident they are going to achieve better outcomes.

meet their retirement goals

Survey Fast Facts

TREfteTeIIN © <"Teeo.. .

1)3()() 1,000 woriers 2170 | () (OGO 2189

PARTICIPANTS 3 O O Recent retirees O O O O available

in last five years




THE TOP FIVE KEY TAKEAWAYS FROM 2017

1 Empower with
Knowledge

Both retirees (47%) and
workers (57%) say the best
piece of guidance in helping
them prepare financially

for retirement is knowing
how much money they will
need at retirement to be
financially secure.

The reality

Workers need more savings to retire:
« 43% of workers say they need $1 million or more to retire.

- Only 25% of retirees reported they needed a nest egg of that size.

Measures for success are changing:

» Workers are more likely to look at account balance (30% vs 25%) and
monthly income (27% vs 18%) than retirees as a measure for success.

- Retirees are more likely to look at investment performance (35% vs 24%)
as a measure for success and rely on a financial advisor to tell them how
they are doing (13% vs 5%).

35%
30% Workers look at Re.tirees look
account balances at investment
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Kev takeawa: - Use a retirement income framework to estimate target income and provide actionable guidance
y y based on the unique needs of participants.

Avoid Choice
Overload

People should be empowered
to make choices, especially
when those choices will

have a financial impact on their
retirement, but introducing
too many choices or variables
can often cause more harm
than good.

The reality

Workers are starting to care less about the actual managers of the products
and more about the product’s objectives:

« Less than half of current workers (47%) view the manager (brand name)
as very important or critical in selecting the option versus retirees (62%).

Our proprietary top 25 DC plan universe suggests that 12 options (including
target date funds as one) is the sweet spot for the number of options to
streamline the menu while also providing appropriate broad market exposure.
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Kevtakeawa: - Use a white label approach to simplify your plan and help remove style biases in order to
y y streamline the decision-making process for participants.




Key takeaway e

Key takeaway e

Address
Risk

Risk is always top of mind in
retirement investing, but risk
has many components that
must be understood. While
individuals tend to focus on the
risk of losing money;, it’s often
equally important to think
about the danger of not

taking enough risk to meet
your objective.

Provide Access
to ESG Strategies

As the world evolves and new
generations of investors enter
the workplace, demand is
increasing for investments
that align with individual
and/or company values.

The reality
Risk is top-of-mind for participants:
- 85% of workers and 86% of retirees are concerned about losing money.

- 8in 10 workers and retirees find investments designed to protect against
market risk and inflation to be appealing.

Top concerns
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Risk of losing money Inflation
(market risk)

Not having the right mix
of investments

- Consider incorporating factor-based strategies within the investment menu to help manage risk
and minimize volatility to provide a potentially smoother ride for participants.

The reality

ESG is not just a trend of “millennial” investors:

« 48% of workers and 59% of retirees share the belief that ESG options should
be available in 401(k) plans and almost 10% already invest in these types
of strategies.

Both workers and retirees believe ESG options should be available
in 401(k) plans.
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Believe that ESG options

Believe that ESG strategies perform
should be available

better than other strategies

- Consider adding ESG options to your menu. By aligning values with actionable investments,
plan sponsors can meet the demands of current and future participants.
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THE TOP FIVE KEY TAKEAWAYS FROM 2017 continued

Re-evaluate The reality
Ta_rg' et Date Participants are satisfied with target date funds:

« Overall satisfaction with target date funds remains consistent
Target date products are with 919% of workers satisfied with the funds.
not the modular asset - Satisfaction with respect to performance has improved by
allocation “set it and forget 10% to 92%.

it” type options that asset
managers launched many
years ago. They continue to
evolve as greater focus is
applied to understanding
investors and their actual
retirement needs.

Workers satisfied Workers satisfied
with target date funds with performance

Key takeaways e - Take a fresh look at the plan’s objectives compared to that of the target date solution to confirm
the two continue to align.

« Consider evaluating the solution by analyzing how well it provides coverage of the retirement
liability of the plan participants. This unique lens may reveal that too much (or too little) risk is
on the line for the silent majority of participants.

LEARN M O RE We are a leading global asset manager with the investment expertise,
strength and innovation that has earned the trust and confidence of

investors worldwide.

- Visit us at northerntrust.com/
retirementdiscoveries With $1.1 trillion in total assets under management,* and a long-standing
history of solving complex investment challenges, we believe our strength
and stability drive opportunities for our clients.

* Represents total assets managed by the subsidiaries of Northern Trust as of September 30,2017.

This material is directed to eligible counterparties and professional clients only and should not be relied upon by retail investors.

IMPORTANT INFORMATION. The information contained herein is intended for use with current or prospective clients of Northern Trust Investments, Inc. The
information is not intended for distribution or use by any person in any jurisdiction where such distribution would be contrary to local law or regulation.
Northern Trust and its affiliates may have positions in and may effect transactions in the markets, contracts and related investments different than described in
this information. This information is obtained from sources believed to be reliable, and its accuracy and completeness are not guaranteed. Information does

not constitute a recommendation of any investment strategy, is not intended as investment advice and does not take into account all the circumstances of each
investor. Opinions and forecasts discussed are those of the author, do not necessarily reflect the views of Northern Trust and are subject to change without notice.

This report is provided for informational purposes only and is not intended to be, and should not be construed as, an offer, solicitation or recommendation
with respect to any transaction and should not be treated as legal advice, investment advice or tax advice. Recipients should not rely upon this information

as a substitute for obtaining specific legal or tax advice from their own professional legal or tax advisors. Information is subject to change based on market or
other conditions.

Northern Trust Asset Management is composed of Northern Trust Investments, Inc., Northern Trust Global Investments Limited, Northern Trust Global Investments
Japan, KK, NT Global Advisors Inc., 50 South Capital Advisors, LLC and investment personnel of The Northern Trust Company of Hong Kong Limited and The
Northern Trust Company.

© 2017 Northern Trust Corporation. Head Office: 50 South La Salle Street, Chicago, lllinois 60603 U.S.A.
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