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LESSONS FROM AUSTRALIA

e Introduced July 1, 1992

 Employer now contributes 9% of employee’s pay
 Will rise to 12% by 2020

* 94% coverage in 2007

Superannuation Guarantee (SG) m

THE VERDICT: “The perceived increase in wealth from SG
contributions, growing superannuation balances and rising house
prices have persuaded people to use debt to fund a higher current

living standard. This was not an objective when Australia’s retirement
savings policy was developed. It is now twenty years after the SG
was introduced, and superannuation savings minus household debt
effectively equals zero.”

Source: Twenty Years of the Superannuation Guarantee: The Verdict, Research Report for CPA Australia, August 2013
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CAPACITY ON TRACK HAVE
TO MEET FREEDOM TO

MAKE CHOICES

CONTROL OVER
DAY-TO-DAY TO ABSORB A
FINANCES FINANCIAL SHOCK FINANCIAL GOALS

Source: Consumer Financial Protection Bureau. Financial Well-being: The Goal of Financial Education, 2015.

INSURANCE
PROTECTION

GROWING
ASSETS
69% $16,747 53% 23%
of w$olrk0ec;8 have I_ess }han Averageb(ire;d;;[ cardhdelg?if Of Iadults say Zpgndlng . Of adults with health
. in savings per indebted househo equals or exceeds income insurance report going
without some form of medical
44% $37’%OO | 32% of adults say income treatment due to cost?
of adults unable to cover Average dse;[llajt 4ent Sl varies from month to month
$400 emergency? and 13% struggle to pay
SAmerican student assistance (SALT) , 2016 bills due to income volatility2
4Nerdwallet, 2016
4
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1950’s 1980's

Key Trends

* More tools and service providers

* Personalized data and communication
to provide meaningful tips and
feedback

« Now common to track steps, give
blood, receive “health scores”

1990’s 2000 to Today
. I

40

\Y[111Te]a

N I B
o . i ]
2000 2008 2016
Fitness Center Memberships (U.S.)

Source: International Health, Racquet, and Sportsclub Association (IHRSA)
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Yesterday

Employer
Responsibility

DB retirement plans

Low deductible health

plans

Employee feels “taken

care of”

Individual
Responsibility

DC retirement plans

High deductible
health plans

Employee feels
overwhelmed

Today

Education

Written content
Videos

Lunch & Learns
Info Sessions

Generic tools (but
often low engagement)

Tomorrow

Action

Meeting employees
where they are

Personalized tools
and solutions

Actions that make a
difference

Building confidence
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401(K)-BASED ROBO- GENERAL OTHER
ADVICE ADVISORS ADVICE ASSETS

300+ )

Number of vendors
Mercer has identified in
the financial wellness

area j

INSURANCE/PROTECTION

OTHER BUDGETING CASH-FLOW INCOME
EXPENSES TOOLS TRACKING SMOOTHING

Copyright © 2017 Mercer (US) Inc. All rights reserved Mercer is not endorsed or sponsored by any of the unrelated third party companies identified in the
' ' foregoing list. Inclusion of information relating to each third party company is for informational purposes
only




HOMO ECONOMICUS

In theory... In practice...

¢

A8 L1
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THERE ARE BUSINESS IMPACTS WHEN EMPLOYEES

ARE NOT FINANCIALLY FIT
? Turnover
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HEALTHCARE/ ABSENTEEISM / DELAYED RETIREMENT

$50,000

report an Cost to employer of
say financial stress is increase in their health admit to missing at least employee delaying
their most common care costs in the past two one day of work in the retirement by one year.*
cause of stress.! years and are saving past year to deal with a
less for retirement as a financial problem.3

direct result of more health
care costs.?

1 American Psychology Association, 2Bank of America/Merrill Lynch, 3 MetLife, Inc.,10t" Annual Study of 4 Prudential: Why Employers Should Care
Stress in America: Are Teens Adopting Workplace Benefits Report (2013) Employee Benefits Trends: Seeing About the Cost of Delayed Retirements
Adults’ Stress Habits? (2014) Opportunity in Shifting Tides (2012) (2017)

e 4% 4% 3%
- . ] I

STOMACH ULCERS SEVERE ANXIETY SEVERE HEART ATTACKS
DEPRESSION

6%

Source: Associated Press-AOL health poll, Debt Stress: The Toll
Owing Money Takes on the Body

B People With Low Levels of Financial Stress People With High Levels of Financial Stress
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SAFETY / PRODUCTIVITY /| PRESENTEEISM

Fluid
Intelligence
Test

Between 13 and
14 1Q points

Participants were presented with a hypothetical financial situation. They were then given the Raven’s
Progressive Matrices Test (measures fluid intelligence).

Source: Scarcity: Why Having Too Little Means So Much, Sendhil Mullainathan and Eldar Shafir, 2013
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TURNOVER / PRODUCTIVITY

% of employees who report being very satisified with their
employer today

Employees who have access to a financial
wellness program are twice as likely to report
very high employer satisfaction than those
who don’t have access to financial wellness

Not sure Yes
Employer offers a Financial Wellness program?

Overall

Copyright © 2017 Mercer (US) Inc. All rights reserved.
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FINANCIAL WELLNESS EDITION - HEADLINES

=7,

52% would find a $400

o : Hours per month . .
unforeseen expense difficult to 5 _ IOb t EE e e
cover (but would manage) or : worrying about money verv diverse and var
i iSi : while at work: y dIVers y
a Major Crisis. : at an individual level.

5 (median) 13 (average)

Actual financial literacy did NOT
show a strong correlation to financial :
wellness. Perceived financial literacy : higher financial wellness.

was a better predictor. :

Higher financial courage leads to
higher engagement, which leads to

1 As assessed using the three guestions set out in “How ordinary consumers make complex economic decisions: financial literacy and retirement readiness” by Annamaria Lusardi and
Olivia S. Mitchell, March 2009.
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FINANCIAL COURAGE

THE MERCER FINANCIAL
COURAGE INDEX IS
DEVELOPED USING

QUESTIONS
IDENTIFYING:

ATTITUDE TOWARD FINANCIAL
MATTERS

TIME SPENT WORRYING ABOUT
FINANCES

PREFERENCES AROUND
FINANCIAL PLANNING

SELF-ASSESSMENT OF
FINANCIAL KNOWLEDGE

MERCER FINANCIAL PERCENT OF
COURAGE INDEX POPULATION

High [50—-100]

Medium [25-50]

Low [0—25]

...tend to have
lower levels of
financial
WEITESS

...are less likely

\I to engage with
financial
I\ wellness
programs

Copyright © 2017 Mercer (US) Inc. All rights reserved.
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FINANCIAL WELLNESS EDITION -
HEADLINES

Employees who have . Financial Courage is very :
access to financial wellness :  important for initial
programs report higher engagement with
levels of trust and : Financial Wellness
satisfaction with their programs
employer :

Source: Mercer’s 2017 Inside Employees’ Minds™ Survey

SOME NEW

Even those with low
financial courage tend to
implement any specific

steps that a financial
wellness program gives
them

Copyright © 2017 Mercer (US) Inc. All rights reserved.
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How much of arole do you want your employer to play in helping you
make the best financial decisions for yourself and your household?

4 )

Only 16% of employees want their

i — Is there a happy medium? Most
popular choices from employees is
for the employer to provide access to
trusted financial wellness resources.

_/

employer to not be involved in any way in

their personal finances, but only 20% want

their employer to directly use the personal
financial information to advise them.

Be directly Bringing in  Directly use the Bring in Provide Provide links toNot be involved

involved in financial personal financial referrals to  helpful articles in any way in

training and experts to financial experts to use financial and information my personal
educating me provide training information| the personal planners and regarding finances
about financial and education give them to financial advisors financial

matters to me advise me. information |  endorsed by matters
give themto my employer
advise me
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FINANCIAL WELLNESS PROGRAM EXISTS

Step Low Courage High Courage

Are you aware of the program?
Do you participate?
Are you aware of specific steps you need to take?

Have you taken those steps?

FFinancial Courage is KEY for initial steps. Financial Courage does not seem to
matter near as much once individual is participating.

Copyright © 2017 Mercer (US) Inc. All rights reserved. 19



START CONNECTING HEALTH AND WEALTH

47%
44%

m Health - Good, Very
Good, or Excellent

Health - Fair or Poor

21% 22%

Have a Rainy Day Fund Certain to Come up with
$2,000

Source: The National Financial Capability Study: Empirical Findings from the American Life Panel Survey, Marco Angrisani, Arie Kapteyn and
Annamaria Lusardi, November, 2016
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OPPORTUNITY
RETHINK ALLOCATION OF BENEFIT SPEND

\

m Healthcare
® Retirement
m Dental

m Other

What is the basis for this
traditional allocation of
employer benefit spend?

Could a different
allocation be more
beneficial to employees,
with subsequent positive
Impacts on business
results?

What about new benefits
not offered today?

Copyright © 2017 Mercer (US) Inc. All rights reserved.

21



THE OLD WAY VS THE NEW WAY

/ THE OLD WAY \

o

Employees receive one-size-fits
all communications and
brochures listing benefit options

Opportunity to enroll only at OE
when decision making capacity
already taxed

Rip off the band-aid — “You are
not on track to retire before age
80!

Employee responsible to look
outside the financial wellness
program to find a vendor to

implement a specific action (e.g.,

i

Refinance student loan)

/ THE NEW WAY \

S

Employees are directed to “select
your profile” to receive information
on benefits most valuable to
people like them

Constant nudges to action to
drive urgency, but allow
enrollment year round

Consider holistic financial life. Do
not focus just on largest, hardest-
to-achieve, long-term savings
goal.

Employer makes it easy to take
action (e.g. link a student loan

refinance provider to the source
of the financial direction)

v

Copyright © 2017 Mercer (US) Inc. All rights reserved.
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KEY THINGS TO REMEMBER

Think beyond retirement to mend the gap
Address the worries that people have today so they can devote effort to thinking
about tomorrow

Employees are human, not computers
Employees are consumers — let’'s engage them
The majority of employees lack Financial Courage

Building Financial Courage is key to the ongoing and sustainable success of
financial wellness program

Focus on helping Low Courage employees clear the first two hurdles:
Build awareness of tools/services/programs
Actively invite them to participate and make it easy

Copyright © 2017 Mercer (US) Inc. All rights reserved.
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WHERE YOU MAY NEED SOME HELP

* Vendor research * Vendor searches * Point Solutions
 Wellness assessments » Data analytics, and  Bundled Solutions
and employee surveys interpretation « Open or closed
e Setting strategy, building architecture?
a road map

Copyright © 2017 Mercer (US) Inc. All rights reserved. 24



QUESTIONS?

Copyright © 2017 Mercer (US) Inc. All rights reserved.
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References to Mercer shall be construed to include Mercer LLC and/or its associated companies.

© 2017 Mercer LLC. All rights reserved.

Information contained herein has 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.

No investment decision should be made based on this information without first obtaining appropriate professional advice
and considering your circumstances.

Investing involves risk. The value of your investment will fluctuate over time and you may gain or lose money.

Mercer Investment Management, Inc. and Mercer Investment Consulting LLC are federally registered investment
advisors under the Investment Advisers Act of 1940, as amended. Registration as an investment advisor does not imply
a certain level of skill or training. Mercer’'s Form ADV Part 2A & 2B can be obtained by written request directed to:
Compliance Department, Mercer Investments, 701 Market Street, Suite 1100, St. Louis, MO 63101.
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MAKE TOMORROW, TODAY
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