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Today’s business environment is difficult for pension plans.
Financial products are more complicated.

Financial literacy remains unacceptably low , globally.

Increased transfer of risk to individuals.

Trust is in crisis around the world.

“Trust arrives by foot and leaves by Ferrari.”
Mark Carney, the Governor of the Bank of England
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G20-OECD Task Force on Financial Consumer Protection
1.
2.
3.
4.
5.
6.

Legal, Regulatory and Supervisory Framework
Role of Oversight Bodies
Equitable and Fair Treatment of Consumers
Disclosure and Transparency
Financial Education and Awareness
Responsible Business Conduct of Financial Services Providers and
Authorized Agents
7. Protection of Consumer Assets against Fraud and Misuse
8. Protection of Consumer Data and Privacy
9. Complaints Handling and Redress
10. Competition
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Helping pension members understand the value of their
retirement plans.
Disclosure and Transparency
Provide consumer with information that informs of
product’s 1) Fundamental benefits and 2) Risks and
terms
Provide information at all stages of relationship
Promotional material should be accurate, honest,
understandable, and not misleading

Financial Education and Awareness
Should be promoted by all relevant
stakeholders, with focus on vulnerable
groups
Help existing and future consumers
develop the knowledge, skills and
confidence to:

Adopt standardized disclosure practices in order to
facilitate comparisons
Incorporate disclosure mechanisms, warnings
commensurate with complexity and riskiness of
products and services
Conduct research with consumers to ensure meeting
above objectives

1) Appropriately
understand
risks, including
financial risks

2) Understand
opportunities,
make informed
choices

3) Know where
to go for
assistance, and
take effective
action

Provision of advice
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Paying more does not necessarily get you more.

Source: CEM Benchmarking Inc.
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U.S. DC Plans are assisting members with retirement strategies.
More being spent on providing advice

U.S. DC plan auto-enrolment increasing since
2007
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Target-date funds are now the preferred default option
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Source: CEM Benchmarking Inc.
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U.S. DC Plans are assisting members with retirement strategies.
How is financial advice and education provided?

Both
computer and
investment
advisors
74%

How participants receive projections of annual income
in retirement:
Via separate
communication
26%

A computerbased model
18%
Online
54%

In their
participant
statements
20%

Investment
advisors
8%

Meeting with members

75%
54%

2015
% of plans offering individual meetings to communicate/educate

% of plans offering group meetings to communicate/educate

Source: CEM Benchmarking Inc.
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Global DB Plan administration has become more ‘member-centric’.
% of DB Plans offering key online functionality
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Register for counseling sessions
Live chat

There has been increased focus on Mass
Communication.

1-on-1 Counseling
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CEM Service Score
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Register for counseling presentations

Global DB plans have improved member service
scores.
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Benefit calculator linked to members' salary and service data
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Governance and
Financial Control
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Global DB pension plans are spending more on
oversight and communication.
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Source: CEM Benchmarking Inc.
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There is no shortage of online financial calculators.
Financial Institutions
–
–
–
–
–

•
•

•

Banks
Insurance Companies
Financial Advisors
Pension Cos
Other

Government/regulators
Can be misleading if assumptions
are wrong
An excellent initiative…but are they
being used?
Usage of online benefit calculators
Median volume per 1,000
members*

•

450
400
350
300
250
200
150
100
50
0

In non-secure area

In secure area not linked to
member data
In secure area linked to
member's salary and
service data
2015
*Active members and annuitants of DB pension plans.

Source: CEM Benchmarking Inc.

10

Virtual member counseling can be effective.
‘LiveLook’
and
‘Facebook Live’
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Acknowledging best practices in education and communication
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Measuring member engagement
Engaged members:
• Are prone to pay more attention to what their plan provider is communicating
• Will stay loyal to the plan
• May become ‘brand ambassadors’

Engagement score based on a members life stage

Neuromarketing:
A cerebral look at
pension benefits
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International Integrated Reporting Council (IIRC)…promoting
communication as to how organizations are providing value.

Strategy

<IR> Pension Fund Network
Prospects

Value
creation

Governance

Performance
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Financial Literacy, a global issue involving many stakeholders and
multi-faceted solutions.
Government: “Count me in Canada”

DOL Conflict-of-interest and the 401(k)
advisory rules

Pension Regulators
Pension Industry, Educational Institutions
Client Relationship Model
(CRM)
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Cost Transparency…full disclosure is important but complicated.
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In conclusion…
Within the context of more complex financial products, increased
transfer of risk to individuals, unacceptably low levels of financial
literacy, and a deficit of trust in financial institutions:
• Forward progress is being made in implementing best practices
related to:
–
–

Disclosure and Transparency and
Financial Education and Awareness

• However, there is clearly room for continuous improvement.
• Efforts and responsibility for financial education and awareness
needs to be taken by various stakeholders:
– Industry
– Government
– Plan participants/Investors
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Appendix
INTRODUCTION TO CEM BENCHMARKING
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CEM – Cost Effectiveness Measurement

Unique Global
database

▪

World-class clients:
– 500+ clients globally – half of the world’s top pension funds
– Combined assets over US$10 trillion
– Mainly pension funds (DB & DC), plus some SWFs, social security buffer funds, etc.

Comprehensive
metrics

▪
▪

World leader in demonstrating value-for-money in the pension industry
Annual performance data from 1991 - 2016 including:
– Fund and asset class holdings and returns, policy portfolios and benchmarks
– Costs by asset class and implementation style as well as for oversight and governance
– Member administration costs, transaction volumes and service levels
– Staffing levels for investment and member administration operations

Deep expertise and
insight

▪

Award winning and proprietary research on investments and member service:
– Drawn from our databases and working relationships with clients
30 staff including 7 CFAs, 1 PhD, 7 MBAs and 3 MSc.

1

2

▪

3
Independent and
Confidential

▪
▪

4

Independent provider of objective and actionable benchmarking information:
– No vested interest in the outcomes of our work – benchmarking is what we do.
Strict confidentiality standards:
– The information that CEM collects is sensitive – we’re careful about how we handle it.
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CEM databases are increasingly global

# of funds
by region
Year

Can

Euro

U.S.

# of funds
by type
Other

DB

DC

Assets Under Management
($ billions)
th

90

th
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th

50

th

25

th

10

Avg.

Total

#

2013 - 2015¹ 104
167
394
24
505
184
33.6 12.0 3.8 1.6 0.7 16.0 10,991 689
1. All unique funds that participated in the 3-year period ending December 31, 2015 are included.
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Two annual CEM surveys capture all pension scheme costs and associated
performance metrics

Investment Benchmarking Survey (IBS)

Costs and performance related to:
 External management
 Internal management
 Performance measurement fees
 Investment consulting fees
 Custody
 Investment accounting

Pension Administration Benchmarking Survey (PABS)

Costs and service levels related to:
 Processing member transactions
 i.e. contributions, pension
payouts, data maintenance.
 Member & employer
communication and services
 i.e. answering queries,
online information and
tools, issuing member
statements, financial
education, reporting to
stakeholders.

Governance and Oversight costs are split between the
Investment and Administration Surveys:
 Head of pensions / secretariat
 Trustee fees and expenses
 Actuarial and legal fees
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Participants use CEM reports, research and networking to improve fund
governance and management.

•

Establish key performance measures and develop realistic goals

•

Strategic decision support through unbiased analysis and research

•

Communicate performance to stakeholders

•

Understand how costs compare and whether you are getting value

•

Negotiate fees with external suppliers and fund managers

•

Gain best practice insights and share ideas with leading funds
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Benchmarking is about more than comparing costs ……

Comprehensive
report

1

2

Result presentations
and workshops

CEM Global
Pension
Administration
Conference

Research on topical
issues

3

Welcome!

4

Annual global
conference
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