
T
here’s no doubt that the past 
year has been a period of 
uncertainty on many levels, 
says Eric Monteiro, senior 
vice-president, group retire-

ment services, at Sun Life. In the Benefits 
and Pensions Monitor Meetings & Events 
‘Highlights from Designed for Savings 
2021: A preview of actionable insights’ 
webinar with Kate Nazar, vice-president, 
strategy and market development, group 
retirement services, at Sun Life, he said for 
the past 15 months, the COVID-19 pan-
demic has changed many social and busi-
ness norms. Plan members have also found 
themselves trying to balance immediate 
financial needs and longer term saving for 
goals like retirement.

For plan sponsors, advisors, and con-
sultants, it’s more critical than ever to 
have access to reliable, comprehensive, 
and actionable insights that drive an under-
standing of how plan member saving and 
investing behaviours are evolving, which, 
in turn, allows the industry to respond.

At the peak in market volatility with 
governments around the world locking 
down entire economies as the WHO (World 
Health Organization) declared a global 
pandemic last February and March, Nazar 
said Sun Life decided to monitor certain 
transactions to see how members might be 
reacting. 

‘Designed for Savings 2021’ shows 
overall members appeared to maintain a 
long-term disciplined view. This likely 
is due to education and communication 
campaigns and timely digital nudges that 
appear to have been effective in encourag-
ing members to stay the course.

Target Date Funds

Another factor is the high usage of 
target date funds. Despite the periods of 
volatility over the past five years, these 
plan members have had a limited reaction 
to market movements thanks, in large part, 

to the automated nature of these funds, 
said Nazar. 

And interest in these funds is strong and 
growing. “They accounted for almost half 
of all of our CAP (capital accumulation 
plan) assets in 2020, up from 37 per cent in 
2018,” she said. 

The study also discovered for the full 
year ending March 2021, 5.4 per cent of 
plan members made inter-fund transfers. 
This alleviates the concern that members 
could panic and seek out less risky asset 
classes. This volume was actually lower 
than pre-pandemic periods. And not all 
members de-risked when making an inter-
fund transfer. Nearly 40 per cent added 
equity exposure signaling some actually 
saw it as a buying opportunity.

In contribution activity, only 13 per cent 
of members made changes with five per 
cent actually increasing their contributions 
and only seven per cent making reductions. 

While a number of factors can influ-
ence plan member success in saving for 
the future, none is as critical as the rate of 
contributions, said Monteiro. “The good 
news is, over the past decade, both member 
and employer contributions have trended 
upward, by over 30 per cent.” 

Interestingly, those just starting out 
their careers actually saw a dip in contribu-
tion levels compared to 2017, suggesting 
this group may have other financial priori-
ties to focus on.

Withdrawals were another area of initial 
concern. “We found 23 per cent of plan 
members made a withdrawal of some kind 
during the 12-month period. Most volun-
tary withdrawals were by members aged 
30 to 49 years old and this activity was also 
lower than we’ve seen in previous years,” 
said Nazar.

Consistent with the findings from its 
previous report, the larger the plan, the 
greater the likelihood that multiple prod-
ucts were offered, said Monteiro. These 
sponsors are keen to give employees maxi-
mum flexibility in choosing how they 
save for retirement through the workplace 
plan. So, a sizable increase was seen in the 
number of large sponsors using combina-
tions of defined contribution pension plans 
(DCPPs), RRSPs (registered retirement 
savings plans), and TFSAs (tax-free sav-
ings accounts). These grew from 12 per 
cent in 2018 to 18 per cent last year. 

Smaller plans continue to have a prefer-
ence for group registered retirement sav-
ings plans (RRSPs) as these have fewer 
regulatory and administration requirements 
and often result in a lower cost to the 
employer.

Younger Members

Despite the overall positive messages 
in this data, he said, there’s clearly more 
work to do in engaging younger members, 
both to educate them and engage with 
them on solutions that may help with the 
other financial barriers they are facing. 
For example, many of them might be more 
worried about paying off a student loan, so 
a group TFSA might be a better solution 
for them. This is where, as an industry, “we 
can further develop resources that support 
these members and, in doing that, over-
come the barriers they’re facing,” he said. 

The full ‘2021 Designed for Savings’ 
report will be launched this fall and will 
include data and insights on decumulation 
and full COVID insights.  BPM
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