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As we turn our sights to 2022, the memories of the last two years 
serve as motivation to focus our efforts on continued improvement 
of the financial stability and retirement preparedness of defined 
contribution (DC) plan participants. Heightened sensitivity to this 
critical social issue has accelerated innovation within the retirement 
space, and we see the emergence of greater resources and tools 
to promote accessibility, engagement and personalization for 
participants.   

The legislative agenda is laden with proposals to bolster retirement 
coverage and adequacy, while also affording participants flexibility. 
Although the outcome of these proposals is uncertain, opportunities 
continue to emerge for sponsors to enhance the retirement readiness 
and financial stability of their population. 

We believe that an approach with flexibility and participants at the 
center is key for plan sponsors who wish to have a resilient retirement 
strategy for 2022 and beyond. 

Here are five themes to consider as you plan for 2022. 
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Participant data and information have been crucial over the 
past year, and we anticipate the conversation amplifying 
further in 2022, as digitalization and artificial intelligence  
continue to increase. The last two years have highlighted 
opportunities and, as the market evolves, the sponsors 
ready to dig into their data will likely benefit most. 

Analyzing participant demographics and behavioral trends 
allows sponsors to hone their retirement program tools 
and messages more effectively, helping them to meet 
participants where they are on their financial journey.  
This includes considering how demographic and 
environmental characteristics may influence participant 
needs. With data analysis, sponsors can explore ways to 
evolve their retirement program to embrace the diversity of 
their workforce while fostering equity and inclusion through 
plan design, communications and investment strategies. 

Recordkeepers are poised to use artificial intelligence to 
create more personalized and engaging experiences.   
The breadth of the messaging and the possible outcomes 
vary significantly by organization, as each continues to 

expand participant solutions and, in some instances, use 
this information to drive further revenue growth. Sponsors 
should stay up to date on offerings from both their current 
administrator and the broader DC space to determine which 
solutions may be the most relevant for their populations. 

Underpinning this expanded use of data is data security. 
The Department of Labor’s (DOL) Cybersecurity Program 
Best Practices guidance is a first step toward holding 
plan fiduciaries responsible for third-party activities in 
this area. DOL audits already have an increased focus 
on cybersecurity, but more importantly, fiduciaries need 
to consider how to safeguard a participant’s Personally  
Identifiable Information (PII) to avoid its unintended 
disclosure, or even theft of retirement savings. Fiduciaries 
should continue to evaluate their administrator, and 
any third-party contractors, to understand how PII is 
safeguarded and help ensure adequate contracting, 
ongoing review and committee documentation.  
Engaging internal and external subject matter experts to 
support these responsibilities will be important. 

1. Data is king: Are you crunching  
the numbers? 
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We will continue to see new investment products to address 
retirement income needs; to bring private market access to 
DC plans; and to increase personalization, such as through 
managed account offerings. Flexibility continues to be top 
of mind as investment firms focus on making alternative 
investment strategies easy to incorporate in a daily valued, 
liquid DC context and work through portability concerns 
around retirement income funds.   

We are hopeful that 2022 will bring clarity to the DOL’s 
perspective on environmental, social and governance (ESG) 
factors and the exercising of shareholder rights in relation 
to fiduciary responsibility. The DOL’s proposed regulation1  
marks the first time it has recognized that ESG factors 
may be appropriate (or potentially required) in investment 
decision-making.

Mercer’s investment beliefs include the expectation that ESG 
factors can have a material impact on long-term risk and 
return outcomes, and these issues should be integrated into 
the investment process. With more investment managers 
focused on incorporating ESG factors into their investment 
approach comes the need to understand what factors 
are material, meaningful and relevant to DC participants. 
Sponsors should consider how their current approach to 
evaluating managers may apply to ESG factors and whether 
additional diligence measures are warranted. At the same 
time, investment managers are looking inward to assess 
their own progress on diversity, equity and inclusion (DEI).  
We anticipate progress will be gradual for those managers 
who look to improve upon their DEI efforts; those who do 
not pursue initiatives may find it challenging to attract and 
retain investment talent in the future.

Sponsors should review their investment structure relative 
to the needs of their population to determine whether 
their current investment menu is fit for purpose given the 
continued investment evolution. 

Sponsors should ask: 

• Would participants benefit from investment 
strategies focused on generating retirement 
income? Is a guaranteed or a non-guaranteed 
product more appropriate?

•  Will alternatives, such as private equity, private 
real estate or hedge funds, help participants 
achieve long-term savings growth goals? 

•  Does the plan offer inflation protection for 
participants through target dates and a 
standalone option? If so, does it employ a  
multi-asset class approach that provides  
inflation protection in different market 
environments, as well as diversification?

•  Do we understand ESG and what related  
factors have a material impact on investment 
returns and risks? Which ESG factors are  
relevant for participants, and how should 
we consider addressing these through our 
investment lineup? Should we communicate 
differently to participants?

•  Would participants benefit from additional 
investment advice or management offered 
through managed accounts? If managed  
accounts are offered, what approach is  
in place to monitor the effectiveness  
and enhancements? 

•  Do we understand how our investment  
managers are pursuing DEI? What impact  
might their actions have on their capabilities  
to competitively manage investments?

2. Taking a note from Darwin: Are  
you keeping up with investment  
product evolution?  

1 Prudence and Loyalty in Selecting Plan Investments and Exercising Shareholder Rights.
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3. Cups are overflowing: How are you 
managing fiduciary responsibilities? 
Fiduciaries are being asked to do more, as evidenced by the 
recent DOL Cybersecurity Program Best Practices guidance, 
and many are looking for support to ensure that they can 
continue to meet their participants’ needs. The time and 
knowledge required to keep up with the seemingly daily 
developments in DC are straining fiduciaries’ bandwidth. 
We believe outsourcing or delegating responsibilities will 
continue to gain in popularity in 2022, with one of the key 
reasons being the lack of internal resources.2   

Outsourcing can refer to a range of functions from 
executing administrative tasks and vendor oversight to 
investment management, or a combination. Sponsors 
looking to refocus on retirement program strategy, 
or those who lack internal resources, have found that 
outsourcing the selection of investment managers can also 
bring benefits to participants, such as potentially reduced 
investment expenses and more consistent performance. 
The pooled employer plans (PEPs) solution goes farther, 
allowing plan sponsors to shift fiduciary responsibility for 

both administrative and investment management to a 
pooled plan provider (PPP) while reducing the sponsor role 
to focusing predominantly on monitoring the PPP.   
The spectrum of outsourcing solutions has expanded  
and sponsors may wish to review available options as  
needs change. 

Sponsors also wishing to alleviate some of the burdens 
associated with securing fiduciary insurance may want to 
consider whether outsourcing some aspects of DC plan 
management could help. As litigation and settlements 
continue in the DC space, fiduciary insurance has become 
an area of stress for plan sponsors. In some instances, 
premiums have increased; in the fourth quarter of 2020 
alone, the average premium for fiduciary liability insurance 
increased 40%.3 In other instances, fiduciary insurance 
questionnaires required to provide coverage have become 
more onerous, insurance capacity is being cut and coverage 
may even be denied for some sponsors. 

2 79% of respondents to ai-cio.com’s 2021 Outsourced Chief Investment Officer Survey answered that “lack of internal resources” was important or very 
important as a top reason for pursuing an OCIO solution in 2021.
3 Mercer DC Quarterly Update, Q2 2021. http://content.mercer.com/Wealth%20US/DC-Quarterly-Update-2021-Q2.pptx

http://content.mercer.com/Wealth%20US/DC-Quarterly-Update-2021-Q2.pptx
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Many within the DC retirement space have experienced 
significant recent growth. For some, such as recordkeepers, 
this growth has been sparked by margin compression 
and led to numerous acquisitions. For others, such as 
investment managers, equity market strength has increased 
assets under management and capacity constraints. In 
both instances there are downstream implications for plan 
sponsors. Could there be any downsides? We have seen 
some growing pains.  

Although few would complain about equity market growth 
exceeding 25%,4 some plan sponsors have started to 
experience stress points within their investment structures. 
As certain asset classes have performed strongly in 2021, 
some investment managers, such as small cap equity 
managers, have become capacity constrained and sponsors 

have been left with gaps in their investment lineups as 
investments strategies have closed. Fiduciaries should 
consider whether custom, multi-manager portfolios may 
provide better flexibility for growth in assets, in addition to 
improved diversification. 

The list of recordkeepers has condensed even further with 
major acquisitions by Principal and Empower, as examples, 
over the last year. We expect competition for business  
and innovation to accelerate in 2022, as the top 
recordkeepers continue to grow. Yet growth is bringing 
increased pressure on sponsors to standardize, making 
it even more difficult to leverage the retirement program 
(including non-qualified plans) as a differentiator in a 
competitive employment market.

4. The big keep getting bigger:  
Is growth a problem?

4 Indicative of the Russell 3000 Index return of 25.1% from January 1, 2021, through November 12, 2021.  
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From a retirement perspective, the legislative agenda 
may be deferred, but the proposals have reflected themes 
consistent with the broader legislation discussions that 
have taken place in 2021. As a result, we anticipate 2022 will 
bring resolution through initiatives that expand coverage 
and reward the average worker for saving, possibly at the 
expense of the features and programs that have historically 
benefited the higher compensated.   

Sponsors should stay informed on discussions in 
Washington, and anticipate questions from participants.   
As legislation nears a more final form, those quick to  
react may be able to capitalize on design opportunities 
sooner and position themselves favorably in a competitive 
labor market. 

Sponsors should consider: 

•  What is the outlook for Roth IRA and after-tax 
deferrals? What, if any, plan design changes or 
participant communications are warranted?  
Are there opportunities with our non-qualified  
plan for participants that might be impacted by 
potential changes to Roth, after-tax or other  
tax-related provisions?

•  Should we do an assessment to understand how to 
structure our match in light of potential flexibility 
with match design (e.g., student-loan matching)?

•  How could emergency savings work in concert with 
our overall retirement program strategy?

• How do we evolve our retirement strategy in 
light of these proposals to meet the needs of our 
entire population, from executives to entry-level 
employees?

5. The merry-go-round of Washington 
DC: How will legislation and regulation 
impact your plan in 2022?
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The concept and definition of risk continues to expand, with 
cybersecurity taking center stage and DC litigation becoming more 
nuanced. Further, the DOL has cast a spotlight on the sensitive 
issues of ESG investing and proxy voting. Consolidation within the 
recordkeeping space has led more sponsors to reevaluate their 
partners with a long-term lens. In contrast, the DC investment 
product landscape continues to generate new investment solutions.  
Fiduciaries must keep pace, and many are looking for expanded 
support to do so.

Conclusion 
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Contact us 

We welcome feedback and dialog with you and your 
organization as you plan for the upcoming year.  
Please reach out to your consultant or to any of our 
colleagues below. 

Jennifer Flodin
Central DC Segment Leader
Jennifer.Flodin@mercer.com
+1 312 206 9183
 
Kelly Henson
East DC Segment Leader
Kelly.Henson@mercer.com
+1 404 442 3277
 
Katie Hockenmaier, CFA, CIPM
US Defined Contribution Research Director
Katie.Hockemaier@mercer.com
+1 415 254 0314
 
Meenu Natarajan
West DC Segment Leader
Meenu.Natarajan@mercer.com
+1 628 219 4551
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Important notices

References to Mercer shall be construed to include Mercer LLC  
and/or its associated companies.
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This content may not be modified, sold or otherwise provided, in 
whole or in part, to any other person or entity without Mercer’s 
prior written permission. 

Mercer does not provide tax or legal advice. You should contact 
your tax advisor, accountant and/or attorney before making any 
decisions with tax or legal implications. 

This does not constitute an offer to purchase or sell any securities.

The findings, ratings and/or opinions expressed herein are the 
intellectual property of Mercer and are subject to change without 
notice. They are not intended to convey any guarantees as to the 
future performance of the investment products, asset classes or 
capital markets discussed. 

For Mercer’s conflict of interest disclosures, contact your Mercer 
representative or see http://www.mercer.com/conflictsofinterest.

This does not contain investment advice relating to your particular 
circumstances. No investment decision should be made based on 
this information without first obtaining appropriate professional 
advice and considering your circumstances. Mercer provides 
recommendations based on the particular client’s circumstances, 
investment objectives and needs. As such, investment results will 
vary and actual results may differ materially.

Information contained herein may have been obtained from a 
range of third-party sources. While the information is believed to be 
reliable, Mercer has not sought to verify it independently. As such, 
Mercer makes no representations or warranties as to the accuracy 
of the information presented and takes no responsibility or liability 
(including for indirect, consequential or incidental damages) for any 
error, omission or inaccuracy in the data supplied by any  
third-party.

Certain regulated services in Europe are provided by Mercer Global 
Investments Europe Limited and Mercer Limited.

Mercer Global Investments Europe Limited and Mercer Limited 
are regulated by the Central Bank of Ireland under the European 
Union (Markets in Financial Instruments) Regulation 2017, as an 
investment firm. Registered officer: Charlotte House, Charlemont 
Street, Dublin 2, Ireland. Registered in Ireland No. 416688. Mercer 

Limited is authorized and regulated by the Financial Conduct 
Authority. Registered in England and Wales No. 984275. Registered 
Office: 1 Tower Place West, Tower Place, London EC3R 5BU. 

Investment management services for Canadian investors 
are provided by Mercer Global Investments Canada Limited. 
Investment consulting services for Canadian investors are provided 
by Mercer (Canada) Limited.

Investment management and advisory services for U.S. clients 
are provided by Mercer Investments LLC (Mercer Investments). 
Mercer Investments LLC is registered to do business as “Mercer 
Investment Advisers LLC” in the following states: Arizona, California, 
Florida, Illinois, Kentucky, New Jersey, North Carolina, Oklahoma, 
Pennsylvania, Texas and West Virginia; as “Mercer Investments LLC 
(Delaware)” in Georgia; as “Mercer Investments LLC of Delaware” in 
Louisiana; and “Mercer Investments LLC, a limited liability company 
of Delaware” in Oregon. Mercer Investments LLC is a federally 
registered investment adviser under the Investment Advisers Act 
of 1940, as amended. Registration as an investment adviser does 
not imply a certain level of skill or training. The oral and written 
communications of an adviser provide you with information 
about which you determine to hire or retain an adviser. Mercer 
Investments’ Form ADV Part 2A & 2B can be obtained by written 
request directed to: Compliance Department, Mercer Investments 
99 High Street, Boston, MA 02110.

This presentation is for sophisticated investors only who are 
accredited investors or qualified purchasers. Funds of private 
capital funds are speculative and involve a high degree of risk. 
Private capital fund managers have total authority over the private 
capital funds. The use of a single advisor applying similar strategies 
could mean lack of diversification and, consequentially, higher risk. 
Funds of private capital funds are not liquid and require investors 
to commit to funding capital calls over a period of several years; 
any default on a capital call may result in substantial penalties 
and/or legal action. An investor could lose all or a substantial 
amount of their investment. There are restrictions on transferring 
interests in private capital funds. Funds of private capital funds’ 
fees and expenses may offset private capital funds’ profits. Funds 
of private capital funds are not required to provide periodic pricing 
or valuation information to investors. Funds of private capital funds 
may involve complex tax structures and delays in distributing 
important tax information. Funds of private capital funds are not 
subject to the same regulatory requirements as mutual funds. 
Fund offering may only be made through a Private Placement 
Memorandum (PPM).


