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Transforming
Tomorrow: Awakening
the Super Saver
By Randy Myers

Stig Nybo has spent most of his career promoting best practices for qualified retirement plans,
but his commitment to that task took a more
personal and passionate turn about four years
ago. The catalyst was an incident that occurred
during a simple walk through a parking lot with
his two young sons. En route to their car, they
passed an elderly woman who got out of an
old Volvo, folded a blanket, and placed it inside
the trunk of her car—a car filled with personal
belongings. Nybo recognized that the woman
was living in her car, and he had a long and
ultimately unsatisfactory conversation about the
incident during the ride home with his sons. The
conversation was unsatisfactory, he explains,
because he couldn’t point to the usual culprits
for the woman’s circumstances: vagrancy, for
example, or drug addiction. “In fact, when I
looked at this woman, she reminded me of my
own mom, who is comfortably retired.”
It was at that point, Nybo told participants at
the 2013 SVIA Fall Forum, “that I realized
continued on page 2
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Work on Signature Bill
as Once-in-a-Lifetime
Opportunity
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Former U.S. Senator, Christopher Dodd
Groundbreaking legislation generally springs
from extraordinary circumstances. In the case of
the far-reaching Dodd-Frank Wall Street Reform
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Rising interest rates are generally bad for fixed-income investments, but perhaps not as bad for
stable value funds as for some other short-term sectors of the bond market.
Researchers at New York Life Investment Management recently looked at how six different asset
classes have performed in the past during periods of steadily rising interest rates and modeled how
they might perform during a four-year period of rapidly rising rates.
In those models, U.S. equities generated the highest returns by far—about 9 percent annually,
on average, said Michael Sipper, director of stable value investments for New York Life Investment
Management, speaking at the 2013 SVIA Fall Forum. The next best performing asset classes were
high-yield fixed income and international equities, both generating average annual returns of about
5 percent. Stable value funds followed with performance a little under 5 percent annually, then
3-month Treasury bills (a proxy for money market funds), then long-term bonds, and finally intermediate-term bonds.
continued on page 7
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Dodd’s Once-in-a-LIfetime
Opportunity
continued from page 1
and Consumer Protection Act of 2010, the extraordinary circumstance was the worst financial
crisis since the Great Depression, a debacle that
cost the U.S. trillions of dollars, millions of jobs,
millions of homes lost to foreclosure, and the
failure of some of the nation’s biggest financial
institutions.
The 2008 credit crisis that triggered the
2008-2009 recession was not an accident, former Senator Chris Dodd told participants at the
2013 SVIA Fall Forum. Rather, he said, it was a
consequence of an outdated banking regulatory
system that had its roots in the 19th century. He
reasoned at the time that if such a crisis could
happen once, it could happen again—absent a
major overhaul of the regulatory regime.
But a major overhaul would not be easy.
Over the prior 60 years, most financial industry
reforms had been incremental in nature, and the
nation seemed to have little appetite for major
change. But after the credit crisis, Dodd said,
“the question was, are we going to just move
on and assume that the world as it existed in
2007 and 2008 didn’t need to be reviewed?” His
answer was “no.”
“You need to move at certain moments
legislatively; the window is only open at certain
times,” he said. “You never could have passed
anything like this bill in 2005, 2006, or 2007, and
you couldn’t have passed it today.”
As chairman of the Senate Banking Committee (he’s now chairman and CEO of the Motion
Picture Association of America), Dodd began
working with Barney Frank, then chair of the
House Financial Services Committee, to try to
construct a financial architecture that would be
more reflective of the 21st century. They were
spurred to action in part, Dodd said, by the
release in April 2008 of reform recommendations from the Group of Twenty, which includes
finance ministers and central bankers from 19
countries plus the European Union. “I felt it was
critically important that the U.S. lead,” he said.
“If we didn’t act, someone else would, and we
would be playing by somebody else’s rules, not
ours.”

Awakening the Super Saver
continued from page 1
our business is not about fiduciary responsibility,
although certainly that is an important part of it.
It’s not even about stable value. What it’s about
is making sure people have enough to retire on.
And the fact is, that’s an area where we’re simply failing. By we, I mean all of us, collectively,
as a society. We have not formed the habits that
will get us to where we need to get. And unless
we go to an additional mandatory (savings)
system, like an additional Social Security system
where people have no choice, we’re going to
have to do better with a voluntary system.”

The bill that Dodd and Frank drafted was not
perfect, Dodd conceded, noting that it included
some provisions that he didn’t like but that
were necessary to win support from a sufficient
number of legislators for passage. But he said
he believed that passage was critical, and that
he did not want perfection to be the enemy of
the good. The resulting legislation was widely
recognized as the most far-reaching since the
reforms that followed the Great Depression.
Among other things, it created stronger capital
and liquidity standards for financial institutions,
imposed new regulations on derivatives, and
created new protections for American consumers against predatory lending practices. Most
importantly, Dodd said, it helped restore faith in
the U.S. financial system.
As originally written, many in the financial
services industry worried that the Dodd-Frank
Act’s regulations pertaining to derivatives trading
might be construed to include stable value contracts. Dodd noted that Congress inserted language in their bill requiring regulators to study
that issue, and gave them authority to conclude
that stable value contracts are not derivatives,
or, in the language of the legislation, “swaps.”
Further, the bill said that if regulators conclude
that stable value contracts are swaps, they
have authority to exempt them from the new
regulations. Regulators have not yet completed
that study, but the stable value industry has consistently maintained that stable value contracts
are not derivatives. Until regulators complete
the study and make a final ruling, the contracts
remain exempt from the new regulations.

Since that day, Nybo, president of pension
sales and distribution at Transamerica Retirement Solutions, has become an emphatic proponent of encouraging Americans to save more
for retirement, even going so far as to author a
book with writer and consultant Liz Alexander,
entitled Transform Tomorrow: Awakening the
Super Saver in Pursuit of Retirement Readiness
(John Wiley & Sons, 2013). He has pledged that
any profits from the book will be donated to a
public service campaign to promote retirement
saving.
Speaking at the SVIA Fall Forum, Nybo said
three issues go a long way toward explaining
why many Americans have not saved enough
for a financially secure retirement: longevity,
consumerism, and leverage. Americans are living longer, they spend voraciously, and they rely
extensively on debt to finance their spending.
To combat these problems, Nybo wants to
create a nation of “super savers.” Some of these
people already exist. In the 12th Annual Retirement Survey conducted by the Transamerica
continued on page 3
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Center for Retirement Studies in 2011, Nybo
said, about 20 percent of those polled had built
spending and savings habits that would afford
them a financially secure retirement. These
people were not characterized by exceptional
educational levels or earnings, but rather by giving priority to consistent saving.
The lesson, he said, is simply that it is
possible for many people to save adequately.
And they have the tools to do it, he insists, in
the form of defined contribution plans like the
401(k). While it is customary to complain that
the 401(k) plan is failing the retirement needs
of Americans, Nybo said some of the numbers
frequently cited to support that argument are
misleading. For example, data from the Employee Benefit Research Institute indicate that
the average 401(k) account balance is about
$60,000. But that doesn’t take into account the
fact that many people have access to more than
one 401(k) account, including some domiciled
with former employers, and to IRAs and accounts held by spouses. In fact, he said, the
average accumulated total retirement assets for
people over age 60 in 2010, including traditional
and rollover IRAs, was about $275,000. “And I
believe it is well over $300,000 now, which is still
insufficient,” he noted. He added that participants currently are deferring 3 percent of salary
into their plans (in line with what companies typically match), but that it should be 6 percent. Additionally, he said, auto-escalation is 1 percent
per year, but should be 2 percent.

Still, given the projected cost of healthcare
alone in retirement, it’s clear that most Americans need to save more. In searching for ways
to change their behavior, Nybo said he and
Alexander were inspired by previous public service campaigns that had successful outcomes.
Among these was an anti-littering campaign
launched in 1971 that was spearheaded by a
television ad featuring a Native American with a
tear in his eye as he surveyed scene after scene
of littering. Surveys indicate that from 1969, just
before the ad’s launch, to 2009, littering in the
U.S. decreased by 61 percent.
It turns out, though, that littering didn’t go
down just because people were advised to stop
doing it, but also because communities made it
easier for people not to litter by making waste
receptacles much more widely and readily
available—much the way automatic enrollment
in 401(k) plans make retirement savings more
widely and readily used.
Nybo is pushing the financial services industry to launch a public service campaign that will
rival the successful anti-littering campaign that
started in 1971. He is also promoting financial
literacy classes in the nation’s high schools. The
consequences of failing in these efforts would
go beyond financially difficult retirements for
older Americans, he warned, since their reduced
spending power would also harm the country’s
consumer-driven economy.
“It’s a massive issue, the biggest social issue of our time, and it’s our responsibility,” Nybo
told his SVIA audience.

Stable Value:
Challenges and
Opportunities
By Randy Myers

By almost any objective measure, the stable
value industry is doing well. From 2000 through
2012, assets in stable value funds increased
significantly to an all-time high of $701 billion.
This represents about 14 percent of the $5.1 trillion of assets in defined contribution plans at the
end of that period. Stable value wrap capacity,
which became constrained following the 2008
credit crisis, has rebounded. A survey conducted
in 2012 indicated available wrap capacity of
about $100 billion, and year-to-date industry
sales statistics support that finding.
But while stable value remains “the safe asset class of choice,” the industry cannot become
complacent, James J. King Jr., chairman of the
Stable Value Investment Association, said in his
opening address to the 2013 SVIA Fall Forum,
Putting Together the Pieces of a Financially
Secure Retirement. Target-date funds continue
to gain market share in the defined contribution plan marketplace, for example, and from
a modest start in 2008 have grown to more
than $500 billion in assets as of the first quarter
of 2013. Yet stable value funds are sparsely
represented in those investment vehicles. More
recently, a number of financial services firms
have introduced guaranteed income products for
the defined contribution plan market, and while
sales have been modest so far, they represent
another type of protected investment that could
compete with stable value.
“Our challenge is not only to keep our
market share, but to grow it,” King told his audience. “And to grow it, we’re going to need to be
creative, we’re going to need to be adaptive,
and we’re going to need to react effectively to
changing conditions.” As part of that effort, he
said, stable value providers will have to work
with others in the defined contribution industry to
encourage retirement plan participants to save
enough money for retirement.
“The defined contribution industry is in competition for savings dollars,” explained King, who
is also managing director and senior client

Attendees at the Stable Value Investment Association Fall Forum 2013
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