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“

 ompanies must embrace a greater
C
responsibility to help workers navigate
retirement, by lending their expertise and
capacity for innovation to solve this immense
global challenge. In doing so, companies will
create not just a more stable and engaged
workforce, but also a more economically
secure population.”
Larry Fink, BlackRock
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Executive
summary
96% of defined contribution (DC) plan sponsors feel some responsibility
to help participants generate and/or manage their income in retirement
according to the 2021 BlackRock DC Pulse Survey, yet today’s DC system
leaves them to meet the challenge largely on their own.
Plan sponsors, service providers and legislators recognize the need for
income solutions, and a range of solutions has been introduced, but so
far no industry-standard approach has emerged.
What's more, despite their stated interest in income during retirement,
few participants embrace lifetime income solutions, suggesting that
potentially significant behavioral biases need to be overcome.
BlackRock believes that merely introducing income solutions is not enough:
DC plans need to use behavioral finance, technology and plan design to
normalize lifetime income as part of participants' retirement outcomes.
Additionally, by embedding income into the default investment option,
DC plans can take advantage of one of the most powerful plan design
features to help participants reach retirement income decisions.
Finally, we believe target date funds are well-positioned to deliver lifetime
income within a holistic saving and spending framework that can help
overcome concerns with annuities.
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According to the 2021 BlackRock DC Pulse Survey, 55% of
defined contribution participants report that “the thought of
having to generate my own retirement income worries me.”
They are right to be worried. William Sharpe, a Nobel
Prize-winning economist, has described decumulation as
the “nastiest, hardest problem in finance.”1 Yet it is exactly
this problem that the DC system leaves for individuals to
solve on their own.

If they get
it wrong

Retirees may be forced to dramatically change their
lifestyle or risk running out of money. However, if they
spend too little, they may not fully enjoy the retirement
they earned.

What makes
it difficult

It is impossible for individuals to accurately estimate
how long they will live, which makes it nearly impossible
to calculate a sustainable spending strategy.

More than
market risk

Losses immediately after retirement, a sequence of
poor returns, or ill-considered spending decisions can
be devastating to a spending plan.
It’s not just individuals who bear the cost of mismanaging retirement spending.
Increased financial insecurity among retirees may put a strain on their
retirement savings. Cautious retirees may fail to spend, potentially slowing
economic growth, especially in industries geared toward meeting the
needs of older Americans. Stress and uncertainty may undermine workforce
management if employees unprepared for retirement remain on the job longer.
To help, a range of income products has been brought to market, but so
far no approach has emerged as the DC industry-standard. We believe the
reason for the lack of traction is that providing an income product is only part
of the answer. A successful income solution needs to be designed based on a
deep understanding of participants' beliefs and be supported by plan design
tools to help with decision-making. We also believe that a successful retirement
income solution should take advantage of what may be the most powerful plan
design tool available to drive adoption: plan default investment alternatives.
Embedding the retirement income solution into the default investment option
can help address participant behaviors around saving for their retirement by
taking advantage of plan features like auto-enrollment and auto-escalation.

1 Ritholtz, B. “Tackling the 'Nastiest, Hardest Problem in Finance.'” Bloomberg, June 5, 2017. Retrieved from http://www.bloomberg.com.
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Income reimagined:
characteristics of an ideal solution
For a participant, an ideal retirement income solution may be one which would
allow them to spend on a consistent, predictable basis without fear of running
out of money or having market losses curtail their spending. For the most
part, such solutions are available to participants through guaranteed income
products typically involving an insurance component. (See the section “What
do participants think about income?” for a closer look at why, on a behavioral
level, many participants do not use guaranteed income solutions.)
From a plan sponsor perspective, an ideal solution would also cost-effectively
provide the potential benefit of longevity pooling to individual participants.
Defined benefit (DB) pension fund managers have the advantage of pooling
their participant populations and applying actuarial tables to calculate the
likelihood of making future income payments. This helps them understand the
combination of investment return and contributions they need to make future
payments, an advantage that is not readily available to individuals.
Many plan sponsors have brought pooled-longevity solutions to their DC plans
through annuity platforms, insurance-wrapped products, or various combinations
of insurance and investment vehicles. Frequently, these vehicles are institutionally
priced, which may be a considerable benefit to participants. In our view, however,
there are substantial drawbacks. Frequently they require an active decision by
the participant at an inflection point around retirement. That decision may feel
disconnected from the activity of saving for retirement, as if decisions they made
about saving during their career are unrelated to how they will spend in retirement.
We believe that there are three characteristics an ideal retirement income
solution may need to be successful within DC:
Sustainable: Whether through a guaranteed income solution involving insurance products
or through a dynamic drawdown strategy that takes remaining longevity into account, an
ideal solution would reduce, eliminate or hedge the possibility of running out of money.
Simple: Traditional income solutions tend to be complex for both participants and
plan sponsors. To drive adoption, plan sponsors need a solution that participants can
easily understand — either through simplicity of structure or effective participant
communications — and one that builds from the concepts and tools that participants are
already familiar with and using. For plan sponsors, a retirement income solution needs to
be easy to implement and administer.
Embedded: We believe the ideal retirement income solution should leverage DC plan
elements like auto-features and be embedded in the default investment option, which
may provide the scale needed to secure the most advantageous pricing. Plans can also
adopt behavioral finance principles to counter inertia and other behavioral hurdles, while
still providing flexibility and choice for the participant. This could help participants to see
retirement income as the outcome of retirement saving.

Increased focus on
income solutions
A report from the Government
Accountability Office (GAO)2
on retirement security named
the need to “improve options
for the spend-down phase of
retirement” as one of five policy
goals for reforming the U.S.
retirement system. The GAO
observes that plans may not
provide sufficient tools to aid
retirees in the spend-down of
their savings, noting the
absence of lifetime income
options in most DC plans.
The SECURE Act, which was
signed into law December 2019,
attempts to address this issue,
by providing safe harbor
protection for the selection of a
lifetime income provider for DC
plans. The SECURE Act also
mandates that retirement
account statements provide an
income conversion for current
savings. This could potentially
help participants think of their
retirement more in terms of
spending rather than just
amount saved, and how, at
retirement, lifetime income
can help individuals manage
spending more efficiently. 3

In the next sections we will review the evolution of DC plans, establish how
behavioral finance was used to drive that evolution, describe participant attitudes
about income, and finally, describe how embedding a retirement income solution
in a target date fund can help reinforce income solution adoption.
2 The Nation’s Retirement System: A Comprehensive Re-evaluation Needed to Better Promote Future Retirement Security, U.S. Government Accountability Office, February 6, 2019
(GAO-19-34T).
3 See What the SECURE Act means for your retirement, BlackRock, March 2020.
5
MKTGH0322U/S-2031492-5/16

How DC built a
saving culture
DC plans are now the primary pillar of the private sector workplace retirement system,
with $8.1 trillion in retirement assets as of year-end 2020, compared to $3.5 trillion in
traditional private sector defined benefit (DB) assets according to Cerulli.
Exhibit 1: The burden of retirement savings has
shifted to the individual

Fortune 500 companies offering DB plans to new employees

59%
14 %
1998

2019

Source: Willis Towers Watson, Retirement Offerings in the Fortune 500: 1998-2019,
June 2020. Includes both traditional and hybrid DB offerings.

Forty years ago, when the 401(k) plan was added
as a qualified supplemental savings plan under the
U.S. tax code, few people imagined DC’s future size
and importance.
As DC plans shifted closer to the retirement system’s center
stage, it became clear that it would need to evolve beyond its
supplemental origins by developing tools and best practices
necessary to help participants manage three questions that
they did not have to consider as participants of DB plans:
how much to save, how to invest and what to do with their
accumulated savings at retirement.
The first two questions came into sharper focus as the
shift from DB to DC accelerated in the 1990s when the
inclusion of pension liabilities became required on

corporate balance sheets.4 Unfortunately, the average
participant lacked the investment expertise to manage
their retirement savings. And left on their own, many
employees failed to save adequately. 5 Participant
communication and education can be effective in
encouraging more appropriate investing and saving
behavior, but they have several limitations. In particular,
education efforts may not reach those who need it most.
Plan sponsors began to solve the challenge of savings
rates and diversification when they put the findings of
behavioral finance into practice. Auto-enrollment, autoescalation and the automatic asset allocation provided by
target date funds are commonplace now, but they were
once controversial, potentially risky approaches to solve
a real problem. (Eventually, the Pension Protection Act of
2006 sanctioned these approaches.)
These auto-features helped build a more widespread
retirement savings culture, which we believe led to better
investment decisions across DC plans. Integrating lifetime
income into the default investment option should be seen
as the next step in this evolution.
What this evolution did not address was retirement
spending, an issue that has come increasingly into focus as
baby boomers take their considerable assets into retirement.
It’s important to remember that many baby boomers
accumulated their retirement assets during the extended
bull markets of the 1990s and may have unrealistic
expectations of “normal” returns. (For example, in 1994,
30-year Treasury bonds rates peaked at more than 7.5%.6)

4 See, for example, Federal Accounting Standards No. 106, which was introduced in December 1990.
5 See, for example, Automatic enrollment, employer match rates, and employee compensation in 401(k) plans, Monthly Labor Review, May 2015.
6 See The great bond massacre, Fortune, 1994.
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These historically strong returns may have created an
expectation that robust growth would solve the problem
of drawing income from retirement savings. Today, fixed
income rates are well off their historic highs and forwardlooking consensus return expectations are also more
modest. But even more critically, retirement has become
a moving target.
Simply put, people started living longer, while the
average retirement age has stayed relatively stable
(Exhibit 2). U.S. Census Bureau data suggests that the
average retirement age for Americans today is between
63 and 65 years old,7 which is little changed since 1970.
Over that same time period, the average life expectancy
at age 65 has grown from 13 and 17 years in 1970 8 for
American men and women to 17.8 and 20.4 years today, 9
respectively. And those are just averages; about one out
of every four 65-year-olds today will live past age 90, and
it is estimated that one out of every two Americans born in
2017 will live to 104.

While the fact that people are living longer is good news,
it means that the amount of money they need to sustain
spending in retirement has increased. For example, the
GAO estimated that a married couple retiring at age 65 in
1977 could replace 50% of their income in retirement with
an accumulated savings of 8.9 times their annual salary.
In 2017, an equivalent couple would have need 12.1 times
their income.10
Compounding the difficulty, Social Security may provide
less income replacement for recipients in the future than
it has historically. Longevity, potentially lower returns and
reduced (or non-existent) pension income have not only
increased the amount of money people will need to save,
they have also increased the need to spend their entire
savings efficiently. Replacing the type of pension income
that was once common under DB plans with some form
of guaranteed income would seem like a logical choice.
Participants appear to agree. They just don't act on their
own logic. We need to explore why.

Exhibit 2: People are living longer, while retirement age has remained stable

65

Traditional retirement age

77
Life expectancy in 2020
104
Estimated life

Source: U.S. Census Bureau & the Centers for Disease Control and Prevention.

expectancy of 50% of
Americans born in 2017

7 The average retirement age in the United States from 1900 to 2010, June 4, 2014. Retrieved from http://www.statista.com.
8 Life expectancy for men at the age of 65 years in the U.S. from 1970 to 2010, Source: Centers for Disease Control and Prevention, https://www.cdc.gov/nchs/data/hus/2011/022.pdf.
9 Mortality in the United States, 2020, Source: Centers for Disease Control and Prevention, https://www.cdc.gov/nchs/data/databriefs/db427.pdf.
10 The Nation’s Retirement System: A Comprehensive Re-evaluation Needed to Better Promote Future Retirement Security, U.S. Government Accountability Office, October 8, 2017
(GAO-18-111SP).
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What do participants
think about
retirement income?
The difference between the currently retired and the younger workers coming up behind them
offers interesting insight into the retirement income challenge. While survey data shows that
current participants are worried about retirement income, research conducted by BlackRock
and the Employee Benefit Research Institute in 2017 found that most current retirees still
had 80% of their pre-retirement savings remaining almost two decades into retirement.11
This surprising finding was consistent across all wealth
levels. If retirees are holding onto their assets, how can
there be a retirement crisis?

Exhibit 3: Do people hoard savings because they
are unsure how to spend in retirement?
Median assets remaining 18 years into retirement

83%

Lowest
wealth

77

%

Medium
wealth

80%

Highest
wealth

Source: BlackRock and the EBRI's estimates on retirement savings of American retirees in
2017. For illustrative purpose only.

To begin with, we shouldn’t assume retaining assets
equals retirement success. Leaving assets unspent may
mean leaving considerable potential consumption on
the table, suggesting that many people did not enjoy
retirement as much as they might have. It may be that
people held onto their savings because they didn’t
know how to spend it without running out of money,
suggesting that an element of fear or uncertainty was
responsible for some asset hoarding.
Subsequent research12 by BlackRock, however,
suggested a strong connection between guaranteed
income and asset retention. The study compared
retirees with guaranteed annuity income from traditional
pensions against retirees who managed lump sum
retirement assets. We found significant differences in
spending and overall financial optimism between the
two groups. Those without pension income were more
likely to experience financial anxiety and more likely to
have spent down principal to cover monthly living needs.

11 See To spend or not to spend, BlackRock, January 2022 and Spending retirement assets... or not, BlackRock, January 2022.
12 To spend or not to spend, BlackRock, January 2022.
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Exhibit 4: Spending retirement assets
Retirees with pension income

Only 25% likely to touch
assets for expenses
VS

Yet MetLife’s Paycheck or Pot of Gold Study13 found
that nearly all those who took an annuity (96%) were
happy they had chosen the guaranteed monthly
payments. In contrast, one in five who took a lump
sum had depleted it, on average, within 5.5 years, with
31% regretting their first year's spending.

Exhibit 5: Participants are concerned about
retirement income

55% likely to touch assets
for expenses
Retirees without pension income
As we have seen, future retirees will likely need more
savings to fund longer retirements, with little, if any,
pension income from employers. It is increasingly
possible that they will have to consume all of their
retirement savings as efficiently as possible or be
forced to make drastic cuts in their lifestyle as they
move into retirement. Simply stated, not spending
down savings may no longer be a viable strategy.
Given anxiety about retirement spending, why do
so many individuals have an aversion to guaranteed
income annuity products? If we understand their
reluctance, will we be able to deliver retirement
income based on longevity pooling in ways that
participants will accept?

59

%

50

%

55

%

Despite uncertainty about managing retirement income,
many employees with access to a DB plan are offered
and are taking a lump-sum or single cash payment.

It's difficult to know how
my retirement savings will
translate into monthly income.

I am not sure how to calculate
how much spending I will do
in retirement.

The thought of having to
generate my own retirement
income worries me.

Source: 2021 BlackRock DC Pulse Survey.

13 Paycheck or Pot of Gold StudySM: Making workplace retirement savings last, MetLife, April 2017.
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If all this makes an aversion to annuities sounds
irrational, that may be because it is — at least, according
to the seminal paper on framing by Brown, Kling,
Mullainathan and Wrobel (2008). 14 Academic research
has demonstrated that consumers do not behave
rationally in a range of activities that are important
steps in retirement planning. Brown questioned whether
similar biases existed when it comes to spending
wealth in retirement. They found that rather than base
choices regarding annuities on material consequences,
individuals filter decisions through two frames:



1

2

The consumption
frame, in which
individuals focus
on the end result
of what they will
be able to spend
over time.

The investment
frame, in which
individuals focus
on intermediate
results, such as
risk and return.

Framing refers to how the issue is presented or perceived.
If consumers focus on annuities as a means to protect
their spending, they recognize that annuities provide
valuable insurance. If, however, they think in terms of their
“return” on an annuity “investment,” annuities strike them
as risky due to uncertainty around their date of death. In
other words, will they collect enough annuity payments to
make their investment "pay off"?

The paper concluded: “Survey evidence is consistent with
our hypothesis that framing matters: The vast majority of
individuals preferred an annuity over alternative products
when presented in a consumption frame, whereas the
majority of individuals preferred non-annuitized products
when presented in an investment frame.”
This is a critically important observation. The current
DC system, with its focus on savings and accumulation,
places the question of what to do with savings at
retirement firmly inside an investment frame. Shifting
the focus to include creating and protecting retirement
spending places the question inside a consumption frame.
Is that enough to overcome the concerns many individuals
have against guaranteed income products? (See Exhibit 6,
Common challenges with annuities.) By itself, probably not.
But a paper published by Baily and Harris (2019) suggests
that the employer has a powerful influence over
participant decision-making.15 They suggest that workers
feel differently about a benefit provided by an employer
than they do about a benefit they purchased for
themselves. Simply by providing a retirement income
option, highly engaged plan sponsors with a genuine
commitment to retirement income for participants can
overcome reluctance and potentially offset participants'
anti-income biases.
To take the power to influence participants one step
further, embedding a retirement income solution into
the default investment option can create a sense of
income as an "automatic" choice provided by the plan
sponsor with the participants' best interests in mind.

14 Brown, J.R., Kling, J.R., Mullainathan, S., & Wrobel, M.V. Why Don’t People Choose Annuities? A Framing Explanation, Brookings Institution, March 31, 2018.
15 Baily, M.N., & Harris, B.H. Can annuities become a bigger contributor to retirement security? Brookings Institution, June 2019.

10 Income reimagined | Building income solutions into default options
MKTGH0322U/S-2031492-10/16

They also have the opportunity, according to the
authors, to reframe annuities as insurance protection
against a household running out of money, and therefore
annuities may be framed as part of a rational retirement
portfolio decision. “Holding an annuity provides stability
in a retirement portfolio by essentially providing a
monthly paycheck.”
This approach has the potential to mitigate a number
of participant biases by, for example, incorporating

partial annuitization, simplifying execution or otherwise
reducing complexity.
So far we have seen the need for retirement income
and suggested that DC plans be reframed around
retirement spending. Now the question is, what
characteristics are necessary to help bring about the
cultural shift we believe is necessary for the adoption
of retirement income solutions? We explore this in the
next section.

Exhibit 6: Common challenges with annuities

Behavioral bias
Participants want income, but
are hesitant to give up a lump
sum of their savings

Hard to choose
Participants may lack the
knowledge to effectively
evaluate different annuity
providers, products
and riders

Hard to size
Participants may be unsure of
how much of their wealth they
should annuitize

Illiquid
Surrender charges on annuities
are typically high

Hard to time
Participants may be unsure of
when in their lifecycle and the
interest rate cycle to
purchase annuities

Expensive
Retail annuities may be
relatively expensive due to
commissions, marketing and
administration costs
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86%

of participants agree
that a diversified fund
that automatically
converts into a
guaranteed
retirement income
stream is appealing.
2021 BlackRock DC Pulse Survey.

Filling the retirement
spending frame
There are a number of practical reasons why, as Iwry, Gale, John and Johnson
(2019)16 stated, DC plans are a natural place to expand and encourage the use
of income annuities, including:

Leveraging employer purchasing power to secure institutional pricing

Fiduciary oversight when selecting annuity providers, as well as the
type and terms of the annuity offered

Payroll deduction access to help build sufficient income-purchasing
power, as well as dollar cost averaging the income purchase

In addition, integrating a retirement income solution into a DC plan creates
the opportunity to use behaviorally-inspired plan design to simplify participant
decision-making around retirement income and "normalize" income as a
rational choice to meet the plan's objective of providing and protecting
retirement spending. Finally, creating an income stream automatically over
time may help create a participant's sense of ownership of the stream and
simplify their decision making at retirement.
Technology, of course, has become ubiquitous, and is used by participants
for everything from health care to shopping, banking and transportation.
Leveraging it to educate participants on building a lifetime "paycheck" in
retirement by giving participants a clearer picture of how their DC plan
contributions today can translate to their long-term retirement income may
feel like a natural extension of how they already manage their lives.
Research by Finke and Pfau17 suggests that partial annuitization as a default
feature of a DC plan may have powerful benefits. It may also eliminate the
“all-or-nothing” assumption that prevents many people from even
considering annuities. Equally important, the combination of a secure income
stream and an investment portfolio may help retirees worry less about market
volatility and feel more comfortable spending in retirement.

16 Gale, W., Iwry, J.M., John, D., Johnson, V. When income is the outcome: Reducing regulatory obstacles to annuities in 401(k) plans, Brookings Institution, July 2019.
17 Finke, M., & Pfau, W. It’s more than money, Principal Financial Services, Inc., March 2019.
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Finally, they suggest that partial annuitization, in conjunction with an
investment portfolio, may allow retirees to spend at a level that investments
alone would be unable to match, while reducing the risk of outliving
their assets.
Research by the Consumer Financial Protection Bureau18 has also found
that financial well-being does not necessarily align with income level. The
Bureau found that feeling a high level of financial well-being is based on
four central elements:

Having
control over
day-to-day,
monthto-month
finances

Having the
capacity
to absorb
a financial
shock

Being on
track to
meet your
financial
goals

Having the
financial
freedom to
make the
choices that
allow you to
enjoy life

Partial annuitization, along with Social Security, may address the first element
by providing a secure, predictable foundation for managing expenses,
especially when reinforced with tools and education to help pre-retirement
participants understand and quantify their future retirement spending goals.
Their remaining portfolio, combined with tools and education about how to
efficiently manage it as a source of supplemental spending, may address the
remaining three elements.
Finally, can we bring together these academic and behavioral insights into
practical solutions that encourage participants to consider choosing
lifetime income?
We believe the ideal vehicle to reinforce the normalization of lifetime income,
build a sense of ownership of that income stream, simplify decision-making
and naturally facilitate partial annuitization is already present in most DC
plans: the target date fund.

18 Financial well-being: The goal of financial education, Consumer Financial Protection Bureau, January 2015.
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A single framework for saving and spending
DC has become the mainstay of workplace retirement
in the U.S., and target date funds have become the
mainstay of DC. As of year-end 2020, target date funds
held 32.7% of 401(k) assets and captured 59% of DC
plan flows,19 numbers that are likely to continue to grow
as new generations of workers are defaulted into target
date strategies.
From a plan sponsor perspective, target date funds not
only ensure age-appropriate asset allocation, they also
organize a heterogeneous participant population into a
single structure that helps guide their workforce into
retirement in an orderly, predictable way.
For participants, target date funds provide professional
asset allocation that adjusts to their career trajectory.
If a mechanism for delivering guaranteed retirement
income can be embedded into target date funds,
participants may accept it as a natural extension of
the career-long investment management the funds
already provide.
Embedding a retirement income solution into a target
date fund checks many of the boxes from a plan sponsor
perspective, including being simple to incorporate
into existing investment menus and creating scale for
institutionally priced lifetime income.
There are, however, two far more powerful reasons for
adding a lifetime income component to target date funds:
their structure has the potential to solve many of the major
behavioral biases around guaranteed income and, even
more critically, they can provide a single framework to
manage both savings and spending.

Overcoming biases: Target date funds
are uniquely positioned to normalize the
objective of choosing lifetime income
to protect retirement spending.
From a behavioral perspective, many participants are
already familiar with target date funds, associate the
target date with their retirement date, and expect the
fund to be a source of retirement income
If the fund is designed to buy lifetime income over time
at institutional prices, it can not only take advantage of
dollar cost averaging, but can also allow participants to
track their growing future income stream and mitigate
against several behavioral financial concerns around
pricing and value.
Tracking a guaranteed income projection for a number
of years before retirement, and watching it increase as
new savings accumulate, can encourage participants
into retirement planning with the framing of income
(rather than an account balance) in mind.
Finally, collectively managed target date funds provide
continued fiduciary oversight and institutional pricing
power for income annuities beyond what an individual
may command in the retail insurance marketplace
— a benefit that can be reinforced with participants
to increase their natural tendency to value solutions
provided by their employers.
The target date fund structure can provide greater clarity
for participants, enabling them to build their retirement
income stream throughout their entire career, from saving
to spending.

19 The Cerulli Report — U.S. Defined Contribution Distribution 2021: Uncovering Investment-Only Distribution Opportunities, Cerulli Associates.
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The lifecycle framework: The question
most individuals have about their
retirement savings is very simple: will it
be enough?
Many guaranteed income products can ensure that the
stream of income from a given amount of savings will not
run out or be diminished by market returns. But that may
not sufficiently answer the question of whether or not the
income stream will maintain their pre-retirement lifestyle.
Ultimately, it is up to the participant to save enough
money to provide the retirement spending they want.
But part of the potential power of an intelligently designed
target date fund is that it offers a single framework for
managing a participant's limited labor income to help
meet their lifelong consumption goals.
Consider the problem that target date funds seek to solve:
Participants earn labor income during a limited portion
of their lifecycle up until retirement. Yet their lives
may continue for decades after the paychecks stop.
They want to be able to continue consuming goods and
services after they retire at relatively the same level as
they did while working.
We believe a best practice lifecycle model seeks to
solve for this by incorporating labor income, spending,
savings and longevity to understand optimal lifetime
consumption. Then, it calculates the savings rates
and investment returns likely needed to sustain this
consumption rate through retirement.

An intelligently designed target date fund can help
participants arrive at retirement with a sufficient level
of assets to meet their retirement spending objectives.
By incorporating a lifetime income component into its
asset allocation, and projecting a level of guaranteed
income post-retirement, a target date fund may be able
to more effectively achieve its objective of supporting
stable spending.
We believe the combination of potential benefits —
including their familiarity, the ability to buy lifetime
income over time, the ability to transparently show
a growing stream of lifetime income, institutional
pricing and more — makes target date funds an ideal
vehicle to deliver lifetime income solutions within DC
plans and to reframe the purpose of the plan around
retirement spending.

Driving the next evolution
While no one sat down in 1978 and designed today's
DC system, it is important to remember that its evolution
didn't just happen: it was driven by plan sponsors,
providers and legislators taking actions to solve
problems and create greater opportunities for millions
of participants.
It may seem like a bold step to embed a lifetime income
solution into the default investment option — and the
target date fund, in particular — but we believe it is
consistent with the evolution of DC. We believe it is an
extension of the tools and principles developed over
decades of influencing behavior and framing choices with
a single goal: helping participants help themselves.
The time has come: the next evolution of DC must deliver
the opportunity for retirement income. We need to bring
together effective solutions with the commitment to help
participants reimagine retirement not as a separate part
of their lives, but as the natural outcome of their careerlong savings efforts.
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Why BlackRock
Our purpose is to help more and more people experience financial well-being. As the largest DC investment-only
provider,* we are solely focused on serving over 72,000 DC plans, reaching more than 40 million participants with high
quality investment solutions designed to help people achieve their retirement goals. Today, we continue our history of
innovation and thought leadership as we work to pioneer the next generation of retirement solutions, plan design
analytics and participant communications.
Our commitment to our clients’ best interests is why BlackRock is trusted to manage more money than any other
investment firm in the world, with $10 trillion in assets under management.**
* By AUM as reported in the 2021 PLANADVISOR DCIO Survey released in June 2021, with data as of 12/31/20.
** BlackRock, December 31, 2021.

Want to know more?
blackrock.com
This material is provided for educational purposes only and should not be construed as research. The information presented is not a complete analysis of the global retirement landscape.
The opinions expressed herein are subject to change at any time due to changes in the market, the economic or regulatory environment or for other reasons. The material does not constitute
investment, legal, tax or other advice and is not to be relied on in making an investment or other decision. The opinions expressed may change as subsequent conditions vary. The information
and opinions contained in this material are derived from proprietary and non-proprietary sources deemed by BlackRock, Inc. and its affiliates (together, “BlackRock”) to be reliable. No
representation is made that this information is accurate or complete. Reliance upon information in this material is at the sole discretion of the reader.
None of the information constitutes a recommendation by BlackRock, or an offer to sell, or a solicitation of any offer to buy or sell any securities, product or service. The information is not
intended to provide investment advice. BlackRock does not guarantee the suitability of potential value of any particular investment. The information contained herein may not be relied upon
by you in evaluating the merits of investing in any investment.
Investing in target date funds involves risk, including possible loss of principal. The target date in the name of the funds is the approximate date when an investor plans to start withdrawing
money. The blend of investments in each portfolio are determined by an asset allocation process that seeks to maximize assets based on an investor’s investment time horizon and tolerance
for risk. Typically, the strategic asset mix in each portfolio systematically rebalances at varying intervals and becomes more conservative (less equity exposure) over time as investors move
closer to the target date. The principal value of a fund is not guaranteed at any time, including at and after the target date.
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