Growth in the 65+ Demographic, 1900-2050
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Changing Retirement Income
The growing population imminently entering retirement is the first generation to contend with substantial
changes in post-retirement income sources. The secular decrease in the use of defined benefit retirement
plans has introduced a greater degree of uncertainty and risk into retirement income cash flows.
 Defined benefit plans guarantee a specified monthly benefit upon retirement
 Defined contribution plans, in contrast, base benefits off of returns from contributions to a
retirement account.
In the 1970s, defined benefit plans, most frequently offered by private, union, or corporate pension funds,
were predominant, serving approximately three-quarters of pension fund participants. Since then,
challenges with unfunded obligations and macroeconomic trends led to a shift toward defined contribution
plans. Today, defined benefit participants comprise less than 30% of all pension fund participants,
exposing beneficiaries, rather than the plan sponsors themselves, to greater investment and inflation
risks. As a result, relative to defined benefit plans, defined contribution plan participants face greater
uncertainty in estimating retirement income streams. The exposure of younger generations to greater
market risk through defined contribution retirement was highlighted in the recent financial crisis, in which
households aged 55-64, the age group approaching retirement, saw their median net worth decline 25%,1
and the percentage of households at risk of not maintaining their living standards in retirement increased
from 44% to 53%.2
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