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Questions to consider

Our survey methodology was to capture feedback from a wide range 
of retirement plan participants—those of varying ages, income 
levels, and stages of their career. We captured online responses 
from 283 retirement plan participants, of which 87% indicated 
they have a 401(k) and 46% indicated they have an IRA. Almost all 
survey respondents who were actively working were employed 
full-time. Our survey spanned a wide range of men and women 
and ages from below 35 to above 65. Income levels were captured 
for some questions with respect to whether participants owned or 
had knowledge of an annuity, in the following increments: less than 
$50,000, $50,000–99,000, $100,000–149,000, $150,000–199,000, 
and $200,000 or more. While the findings of this survey cannot be 
expanded to reflect the entire population of defined contribution 
participants in the United States, they are representative of diverse 
income levels and perspectives of those enrolled in defined 
contribution plans. 

Lack of understanding in annuities 
When we asked the reason why participants did not buy an 
annuity, the largest percentage—35%—indicated it was due to 
not understanding annuities and lack of education. Of those 
individuals, 20% were age 46 and older. The next reason participants 
chose for not owning an annuity was that there were no competitive 
options available. Of those individuals, 40% were age 46 and older. 

More than 50% of people age 35 and below indicated the No. 1 
reason they do not choose an annuity is that they are unaware of 
what an annuity is; however, when asked if they would be interested 
in investing in a product that shifts their money from stocks into a 
guaranteed payout as they got closer to retirement, overwhelmingly 
68% said yes, and 22% were unsure. Of the 68% that indicated they 

Retirement provider: 
 • What are your education and communication capabilities 
surrounding these lifetime income products? Are there gaps 
to address?

 • From an operational perspective, is your organization able 
to record keep these products and address the portability 
issues?

 • Do you have preferred partners or insurance organizations 
that can provide these solutions to your participants and 
plan sponsors?

Plan sponsor:
 • Do you feel confident in selecting a potential annuity or 
insurance provider that offers an in-plan annuity option?

 • How does a solution like lifetime income integrate with your 
broader financial wellness and benefits strategy? 

The opportunities that the SECURE Act presents can 
help both retirement providers and plan sponsors 
address these issues to achieve better outcomes for 
plan participants.

Survey deep dive

In early 2020, the Setting Every Community Up for Retirement 
Enhancement (SECURE) Act was passed. While the act included 
groundbreaking changes for the retirement industry to make 
saving simpler and accessible to all Americans, it quickly took 
a backseat to the coronavirus pandemic. This legislation has 
created the potential for the retirement industry to better 
align itself with the new needs of participants and retirement 
plan sponsors alike. As plan sponsors have moved away from 
traditional pension plans, participants have found it difficult to 
properly manage their account balances and plan distributions 
on their own. The SECURE Act aims to address this issue and help 
plan sponsors offer solutions to their participants that will lead to 
predictable lifetime income.

While the SECURE Act covered many different plan types and 
specific provisions, the recent attention to annuities has industry-
wide implications. These implications include:

 • Portability of lifetime income options1: Prior to the SECURE 
Act, the removal or replacement of a lifetime income investment 
option was a cumbersome process. The plan sponsor had limited 
options of either charging fees to the participant to discontinue the 
lifetime income option or maintain a relationship with the annuity 
provider outside of their plan, which can be very difficult. After 
December 31, 2019, due to the SECURE Act, an annuity can now 
be transferred in a direct trustee-to-trustee exchange between 
qualified plans (or between a qualified plan and an Individual 
Retirement Account [IRA]) if the lifetime income option is removed 
from the original plan’s investment options.

 • Fiduciary safe harbor for selecting lifetime income 
providers1: Retirement plan sponsors can now satisfy their 
fiduciary obligations in choosing an annuity provider by conducting 
an objective, thorough, and analytical search and evaluation of 
potential annuity vendors.

Given these changes to the retirement and annuity marketplace, 
Deloitte Consulting LLP (Deloitte) conducted a survey of defined 
contribution participants2 to examine their willingness to invest in an 
annuity product and general perceptions regarding lifetime income. 
The key findings of our survey are as follows: 

 • There is a lack of understanding of what an annuity is and 
its potential benefits—primarily for participants age 35 and 
below. Survey respondents had positive perceptions of a product 
that had lifetime income potential, but when presented with the 
term “annuity,” their response differed.

 • Simplicity is better. Most survey respondents preferred a more 
simplistic investment structure in terms of guarantees, fees, and 
portability.

 • There is a large market that has been underserved. More 
than 85% of survey respondents have never invested in an 
annuity product (as far as they are aware), and more than 60% of 
respondents would be willing to transfer their balance to a product 
or solution that provides a stable monthly payment.

Our survey results indicate that there are steps that both retirement 
plan providers and plan sponsors can take to improve participant 
retirement outcomes.

Executive Summary



would be interested, approximately 41% were age 35 and below, 
followed by 29% ages 36–45. Also, 29% of participants indicated they 
would take their initial distribution from their current employer plan 
upon termination or retirement through periodic distributions.

Additionally, 85% of survey respondents indicated that they currently 
do not and have never invested in an annuity. More than 42% of 
respondents that have never invested in an annuity were age 35 
and below, followed by 29% in the age range of 36–45. Also, 42% of 
participants were unsure if their employer currently offers an annuity.  

Key takeaway: One could make the case that participants older 
than 46—who are within 20 years of traditional retirement age—
might gravitate toward annuities with the right levels of education 
and if there were competitive options offered.

The need for simplicity
Our survey results found that 62% of survey participants would 
prefer a simple, easy-to-understand option for distribution. Of those 
respondents, 41% were age 35 and below, and 32% were 36–45. A 
more traditional option would require that they have to maintain 
an account on their own and monitor their distribution timing, both 
exposing them to additional market risk. In addition, more than 60% 
of respondents either strongly agreed (25%) or agreed (36%) that 
they would be interested in putting some or all of their retirement 
savings into an investment option today that guarantees a monthly 
income for life when they retire. The highest majority was among 
those age 35 and below (44%), followed by those ages 36–45 (27%).

Key takeaway: This analysis signals that with the appropriate 
financial education, more participants in age brackets of 35 and 
below and 36–45 than perhaps once thought may gravitate to an 
annuity. Annuities may also even be better aligned with what they 
actually want—fixed income, guaranteed payout, and periodic 
distributions. 

An underserved market 
The total retirement market participant base is aging, and the 
new participant base brings new and different expectations and 
goals. Our survey indicated that there is a changing perception of 
annuities, specifically in people age 35 and below.

Currently, 38% of US retirement plan participants are below the 
age of 40. As baby boomers retire, a new participant base of 
millennials and Gen X will expand their footprint in the retirement 
market. Creating the future of retirement to capture this emerging 
participant base will need to include easy-to-understand income 
solutions and robust educational programs to meet the needs and 
desires of this new generation of retirement participants.

In recent years, the Deloitte Defined Contribution Benchmarking 
Survey reports have confirmed the shift to more fiduciary 
responsibilities with a whole host of approaches—from auto-
enrollment and step-up contributions to autopilot solutions and 
simplifications. Annuities could more directly appeal to those 
participants who fall into or who have gravitated in this direction 
over the years, as annuities provide a more stable and automatic 
payout option for participants.

Further, the Deloitte Defined Contribution Benchmarking Survey 
indicated 80% of providers are focused on enhancing their participant 
education and communications strategy, which at this point makes 
them well-poised to leverage their efforts and expand education 
around annuities.

Key takeaway: While there has been a relatively low adoption 
of plan annuity products to date, providers that are currently 
considering or offering annuities in defined contribution plans 
have a unique opportunity to present new products to the market. 
Those providers who are taking a “wait-and-see” approach may be 
left behind. This change in regulation is a unique time for providers 
to review their current product offerings and capabilities to better 
meet plan sponsor and participant needs.

Implications for retirement 
providers and plan sponsors 
Given the current environment, it is a critical time for the 
retirement industry to consider whether the products that are 
offered to participants are addressing all their financial concerns. 
Retirement providers should take into account the increasing 
need for education and understanding of annuities, as well as 
fiduciary liability, and the high cost and complexity of products 
that are currently offered. In-plan annuities provide a solution for 
portability for pre-retiree income beyond the current state of IRAs; 
however, portability alone is not enough. Participants are likely to 
have a poor experience when they move platforms and individual 
products. Moving an in-plan annuity product to an IRA has been a 
common in-plan feature, but operational and behavioral barriers 
remain to be addressed, and this does not solve the problem from 
the holistic retirement financial planning perspective. In addition, 
when participants leave their current plan, IRA rollover of annuity 
products may result in large retail fees.

The SECURE Act now offers portability guidelines that allow providers 
to retain assets. Retaining the assets of participants should be front 
and center for plan providers. Most providers offer IRAs and other 
account options. The ability for a participant to move 401(k) to an IRA 
on the same platform and maintain the annuity product would be a 
tremendous help in retaining assets. 

The complexity surrounding the portability of annuities between 
a participant’s accounts will present challenges; however, it also 
offers the opportunity for providers to innovate and transform 
the marketplace. For example, blockchain may offer itself to be 
a unique solution that would allow data and transactions to be 
signed, recorded, and maintained permanently and securely over 
the lifetime of each annuity contract. Individual providers could 
exchange and digitally maintain traceable data while maintaining 
independence, transparency, and auditability.

The SECURE Act offers a “safe harbor” for providers that offer 
annuities that are state-licensed and audited and maintain the cash 
reserves required by the insurance commissioner of their state. 
Through the SECURE Act, annuities can and will become a more 
common component for retirement plan providers and, ultimately, 
retirees’ incomes.

Key takeaway: For retirement plan sponsors, there is an 
opportunity to enhance the overall benefits offering to include 
annuities as an option, given that annuities mirror traditional 
defined benefit plans, and allow an additional option for participants 
in their retirement plan.
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Closing 
As more companies consider freezing or spinning off their pension 
plans due to increases in PBGC premiums, causing plans to become 
very expensive to maintain, the SECURE Act offers a 21st century 
version of a pension and annuity plan that has the potential to be 
better both for the company and the participant.

Given the current environment of prolonged market 
volatility, and in anticipation of a sustained recession, 
there is a heightened interest in more stable and sustainable 
investment options for retirement. Between the CARES Act 
and the SECURE Act, there is no better time to educate on the 
benefits of guaranteed income via annuity products.

Learn more about our Retirement & Wealth Consulting 
Practice.

Contact us:
Stacy Sandler
Principal
Deloitte Consulting LLP
sbsandler@deloitte.com 

Russ Fernandez
Managing Director
Deloitte Consulting LLP
rufernandez@deloitte.com 

Steve Manthie
Senior Manager
Deloitte Consulting LLP
smanthie@deloitte.com 

Works cited
1 Neal, Richard E. www.congress.gov/bill/116th-congress/house-bill/1994/text” 

H.R.1994 - Setting Every Community Up for Retirement Enhancement Act of 
2019” Congress.gov, June 3, 2019.

2 Survey consisted of 283 participants and may not be a representation of the 
entire market.


