Younger Workers Stashing More for Retirement

Saving early can lead to greater wealth and a more secure retirement

The importance of retirement savings has been
gaining traction among younger workers, with
Generation Z and Millennials taking a proactive
approach to secure their financial futures.

According to new research from Vanguard, younger
workers today are participating in their workplace
retirement plans at higher rates and saving more
compared to 15 years ago.

Increased Participation in Retirement Plans
The research from Vanguard revealed that 62% of
Generation Z workers, aged 18 to 24, participated in
retirement plans offered by their employers in 2021, a
significant increase from the 30% participation rate in
2006. Their average deferrals also increased from
4.8% to 5.4% during the same period.

Millennials, aged 25 to 40, exhibited a similar surge in
plan participation, with 83% participating in workplace
plans in 2021 compared to 57% in 2006. Their
average deferral rates also rose from 6.1% to 6.7%
over the same timeframe.

Factors Driving Increased Savings Rates

e Financial Education and Awareness:
Increased access to information and financial
education resources has contributed to a
heightened awareness among younger
workers about the importance of retirement
savings. Many employers and financial
institutions have also made efforts to educate
workers about the benefits of participating in

retirement plans and the power of compound
interest.

Attractive Employer Matches: Employers
offering generous matching contributions can
incentivize workers to participate in retirement
plans and increase their deferral rates. A
higher match can lead to increased
participation, as employees take advantage of
the opportunity to maximize their retirement
savings.

Auto-Enrollment and Auto-Escalation
Features: The adoption of auto-enrollment
and auto-escalation features by employers
has made it easier for younger workers to
begin saving for retirement. Auto-enrollment
automatically signs up eligible employees for
a retirement plan, while auto-escalation
gradually increases their deferral rates over
time. Both features help to boost savings rates
without requiring significant effort from
employees.

Shift in Financial Priorities: Younger
generations have witnessed the financial
struggles of older generations and the decline
of traditional pension plans. This has led to a
shift in financial priorities, with younger
workers placing greater emphasis on securing
their financial futures through retirement
savings.
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The Future of Retirement Planning

The increased participation and savings rates among
younger workers will have positive implications for the
future of retirement planning. As more individuals
prioritize saving for retirement early in their careers,
they are likely to accumulate greater wealth,
ultimately leading to a more financially secure
retirement.

Employers and financial institutions can further
support this trend by continuing to provide education,
resources, and tools that encourage and facilitate
retirement savings.

By fostering this trend, employers and financial
institutions can contribute to the overall financial well-
being of the workforce and society as a whole.
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