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The 2011 Aon Hewitt Universe Benchmarks—Measuring Employee Savings 
and Investing Behavior in Defined Contribution Plans research report analyzes 
participant behavior across the quality of participation, plan balances, 
investments, account activity, and demographics of more than 3 million 
employees eligible for defined contribution plans.

In 2010, 75.8% of eligible participants participated in their defined 
contribution plan, which is the highest level since Aon Hewitt began tracking 
this measure 10 years ago. Although nearly 3.7% of savers discontinued their 
deferrals during the year, many new hires were defaulted into a defined 
contribution plan, and this more than offset the decline.

Average before-tax contribution rates were virtually unchanged from 2009, at 
7.3% of pay. However, rates were still slightly lower than they were at the end 
of 2007 (7.7%), before the financial crisis began. 

Automatic enrollment continues to drive positive participation change. On 
average, employees subject to automatic enrollment had a participation rate 
of 85.3%, eighteen percentage points higher than those that were not defaulted. 

While automation clearly helped improve employee participation, it is eroding 
employee savings rates. On average, employees who were subject to automatic 
enrollment deferred one percentage point less than their actively enrolled 
counterparts (6.8% compared to 7.8%). Participants subject to automatic 
enrollment are also more likely to miss out on matching contributions; 41% of 
participants subject to automatic enrollment saved below the match threshold 
versus 25% for those not subject to automatic enrollment. This significant 
gap is due to low default rates among the bulk of plans; 76% of plans utilize 
default contribution rates of 4% or less, and this has only slightly improved in 
recent years.   

On average, younger, lower-tenured, and lower-salaried workers remained 
less likely to save. Further, this group was most apt to contribute at lower 
rates and miss out on employer-matching contributions. In fact, 43% of 
workers in their 20s did not contribute enough to receive the full employer 
match, versus 29% of the broad population of savers. 

In terms of employee and employer dollars contributed nearly 10.4% of pay 
was added throughout the year.  Of that amount, 3.8% came from employer 
contributions, on average. 

Overview of Findings

Participation and Saving Rates
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Strong stock market returns continued to propel balances in defined 
contribution plans. The average participant’s total plan balance was $76,020 
at the end of 2010, up 7% from $70,970 in 2009, but lower than the 2007 
level of $79,570. Younger workers experienced a larger rebound due to the 
relatively larger impact of new employee/employer contributions. 

In 2010, the median rate of return earned by participants was 13.5% across 
the universe. The returns in the past two years were very strong (24.3% 
in 2009). However, considering the substantial decline in 2008, (−28.3% 
median return), the annualized three-year return is just 0.9% from 2008 to 
2010. Notably, participants with some or all of their balances invested in 
premixed portfolios had much stronger results than those who did not; 
participants fully invested in premixed portfolio had a median return of 
14.7% versus only 11.6% among non-users. This gap was evident across 
all age cohorts.

Key findings

n	 The average participant’s total plan balance was $76,020 at the end 
    of 2010, up from $70,970 in 2009 but lower than the 2007 level 
    of $79,570.

n	 The median rate of return earned by participants in 2010 was 13.5%,
    lower than 2009 (24.3%), but a dramatic improvement over the past 
    two year on the median loss of 28.3% experienced during 2008.

n	 Participants investing in premixed portfolios, including target-date 
    and target-risk funds fared, significantly better in 2009 and again in 2010.

Plan Balances and Rate of Return

Key findings

n	 The average plan participation rate increased to 75.8% in 2010 from
    73.7% in 2009.

n	 Employees subject to automatic enrollment had an average participation
    rate of 85.3%—18% higher than those without automatic enrollment.

n	 The average before-tax contribution rate election was unchanged at 
    7.3% in 2010.

n	 29.4% of participants contributed below the company match threshold.

n	 Cumulatively, participants saved 10.4% of pay, including 3.8% from
    employer contributions.
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Investment  Behavior Participants’ average asset allocation shifted throughout the year primarily 
due to automation and participant inaction. Overall equity exposure increased 
slightly, and the use of premixed portfolios also rose significantly. Two views 
of asset allocation are reviewed in this analysis—equally weighted by participant 
and asset-weighted. Both examinations illustrate substantial change. 

Due mainly to strong market returns and premixed portfolio usage, the 
average participant’s overall allocation to equities was 67.4% in 2010, up 
from 66.9% in 2009 and very close to the average in 2007 (67.7%). 
Younger participants had the greatest increase in equity exposure. 

The equally weighted by participant asset allocation illustrates participants’ 
continued shifts in asset classes. Premixed portfolios, including target-date 
and target-risk funds, gained substantial ground driven by target-date usage 
and fund defaults. The average portfolio held 33.3% of assets in this asset 
class by the end of 2010 (up nearly nine percentage points during 2010). 
The allocation to large U.S. equity moved up from third place last year to 
second place, at 14.2%, which is slightly lower than the previous year 
(15.3%). Due primarily to market movement, the allocation to GIC/stable 
value was down by 3.5% to 13.6%. Company stock allocations were also 
down by 2.8 percentage points. 

Changes in asset-weighted allocations were heavily influenced by 
participants with larger balances. Again, the largest change in 2010 
appeared in premixed portfolios, where holdings went up significantly from 
11.1% at the end of 2009 to 15.0% at the end of 2010. Small U.S. equity 
holdings were also up slightly. On the other hand, the allocation to GIC/
stable value was down significantly by 3.5 percentage points to 16.0%. 
Company stock exposure decreased nearly two percentage points mainly 
due to participant outflows. Holdings in large U.S. equity were nearly 
unchanged at 20.7% as the top allocation in 2010.

Allocations to premixed portfolios have grown due to the increase in their 
availability, as well as the use of these funds as investment defaults under 
automatic enrollment. As indicated above, by the end of 2010 the average 
participant allocated 33.3% of his or her assets to a premixed portfolio. 
When available in the plan, 60.1% of participants had an allocation to 
premixed portfolios (up from 51.2% in 2009). Due primarily to automation, 
younger and lower-tenured participants were most likely to use premixed 
portfolios and also experienced the largest increases in usage.

The quality of the participant use of premixed portfolios has continued to 
improve. In 2010, 45.5% of participants who held premixed portfolios 
invested all of their diversified balances in the premixed portfolio they 
selected, an increase of four percentage points from 2009. Target-date funds 
were used more often as a turnkey solution than target-risk funds. 
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Participant Activity Despite the strong market return in 2010, few participants initiated a 
transfer event.  Excluding participants who fully use premixed portfolios 
(and thus have no need to rebalance), only 16.5% of participants made any 
sort of fund transfer during the year. This was down, once again, from 
2009, when 18.2% of participants initiated an investment trade. 

In terms of loan usage, 27.6% of active participants had a loan outstanding 
at the end of 2010, reaching a high water mark in the 10 years Aon Hewitt 
has been tracking loans. Middle-aged and middle-income participants were 
most likely to have outstanding loans. Participants taking loans, on average, 
had slightly lower contribution rates than participants who did not.

During 2010, 6.9% of participants took a withdrawal, which was close to 
the record high of 7.1% in 2009. Among the total, 20% of all withdrawals 
were hardship withdrawals. 

Key findings

n   The three largest asset class exposures, equally weighted, among
     participants were: premixed portfolios (33.3%), large U.S. equity
     (14.2%), and GIC/stable value (13.6%). Significant increases were seen
     in premixed portfolio allocations, while GIC/stable value declined and
     large U.S. equity was flat. 

n   The average participant’s overall allocation to equities rose to 67.4% 
     in 2010, up from 66.9% in 2009.

n   When available, 60.1% of participants invested in premixed portfolios;
     quality of use also improved with 45.5% of these participants fully
     invested in a single portfolio. Target-date portfolios were more likely 
     to be used as a turnkey solution than target-risk funds. 

Key findings

n   Only 14.2% of participants transferred any funds during the year; higher
     salary, higher balance, and male participants were more likely to 
     transfer assets. 

n   27.6% of active participants had a loan outstanding, up two percentage
     points from the previous year.

n   6.9% of participants took a withdrawal in 2010, similar to 2009.
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Conclusions
 
Most participants stayed the course during the downturn; and due to 
increased plan automation, participation rates began to climb again during 
2010. Savings rates were down slightly given some participant cut-backs and 
low default contribution rates. Participant accounts rebounded significantly 
in 2009 and 2010, and balances grew significantly. Premixed portfolio usage, 
mainly driven from target-date portfolios, grew dramatically, and those users 
of premixed funds experienced stronger returns in recent years given better 
diversification and strategic rebalancing. While most stayed the course, loan 
usage grew again in 2010, and withdrawals remained relatively higher than 
recent history. 

While there is some good news to be gleaned from participant behavior in 
2009 and 2010, there still remains significant room for improvement as we 
help workers meet their long-term retirement goals. To better assist 
participants, plan sponsors can consider the following: 

n   Continue defaulting participants, but do so in a more robust way.
     –  Most plans have already moved to target-date portfolios; however,
         many continue to default participants at relatively low deferral rates—
         thereby pulling down savings rates. 
     –  Default participants at contribution levels equal to or greater than the
         employer match rate to ensure better outcomes and combine with
         automatic contribution escalation.
     –  Consider back-sweeping participants to help existing workers get their
         savings on track. This can be effective even on an ongoing, annual basis.

n   Encourage participants to create an investment plan, and provide an
     array of investment advisory services to meet the diverse needs 
     of participants.
     –  Target-date portfolios are a compelling default for most employees. 
     –  Add options for participants who have diverse needs, such as guidance,
         advice, and managed accounts. Research shows participants select
         more customized resources, such as managed accounts or online
         advice, as they near retirement.
     –  Adopt automatic rebalancing, an effective option for participants
         who are creating their own portfolios. 
     –  Periodically call existing workers’ attention to the services and tools
         available to them.

n   Use different communication techniques to engage employees in 
     a dialogue. 
     –  Use more personalized, targeted messages to elicit better responses. 
     –  Alert participants to where their balance stands now versus where it
         should be to meet their retirement goals.
     –  Adjust messaging to reflect diversity of population—remember, most
         participants are not the “average.”
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The company partners with organizations to solve their most complex benefits, talent 
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