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Moving Target Dates: Delayed Retirement Realities

For many American workers over 50, retirement timelines have
become a moving target, with increasing numbers now planning
to stay employed longer due to economic volatility, market
uncertainty, and the rising cost of living. Gen Xers, now in their
mid-to-late 40s, 50s, and early 60s, are increasingly anxious
about their retirement readiness. With median retirement
balances of a 55-year-old at $50,000 and confidence in Social
Security eroding, some say they simply can’t afford to stop
working.

How can plan sponsors support employees through these shifts
while also managing the ripple effects?

Anticipate organizational impacts. Delayed retirement brings
significant implications for employers and workers, both in
terms of risks and potential rewards. For companies, wage and
benefit costs can rise, succession plans may stall, and younger
employees might face slower promotion paths. On the other
hand, retaining experienced employees, particularly in part-time
or phased-retirement roles, can help organizations preserve
valuable institutional knowledge, boost mentorship potential,
and add stability to teams in transition. For employees, the need
for continued employment can pose challenges, especially for
those with health issues. However, it can also bring greater
financial stability as well as a continuing sense of purpose and
contribution.

Consider “flextirement” options. More workers are looking
at blending reduced hours with a phased transition out of the
workforce. One survey found 80% of U.S. adults plan to work
in some capacity after retirement, with 25% hoping to stay full-
time beyond age 60, and 16% interested in continuing with their
current employer part-time or as a consultant. Retirement can
be seen as an offramp, rather than a cliff. Plan sponsors can
support this shift by offering flexible arrangements that retain

valuable talent while helping employees ease into retirement
on their own terms.

Encourage personalized one-on-one financial planning.
As confusion and anxiety about retirement grow, especially
among Gen Xers uncertain about Social Security and their
long-term financial stability, plan sponsors can help by making
personalized, one-on-one guidance more visible and accessible.
Talking through scenarios with a financial advisor can clarify
trade-offs, highlight overlooked options, and give employees a
better sense of control over their evolving retirement outlook.

Hitting a Moving Target

How do you hit a moving target? Anticipate movement and
direction. The earlier both plan sponsors — and participants
— recognize that retirement timelines are shifting, the better
they can plan, prepare, and pivot. For the employee, this may
mean reworking their financial plan with an advisor. And for
the employer, it may involve looking for ways to continue
engaging the employee through part-time work or project-
based consulting in areas where their experience can create
the mostvalue, whether mentoring newer employees or leading
knowledge transfer efforts.

As retirement timelines shift, sponsors have an opportunity
to recalibrate their aim to keep their organizations, and their
participants, on track.

Sources:

https://www.cbsnews.com/news/retirement-delay-social-security-benefits-gen-x-over-50/

https://www.businesswire.com/news/home/20250611637713/en/Growing-Retirement-
Workforce-Amidst-Mounting-Economic-Uncertainty

https://www.cbsnews.com/news/retirement-crisis-savings-shortfall-silver-squatters-
prudential/
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Opening the Door Wider to PE

According to the 2024 DC PLANSPONSOR Benchmarking Report,
only 2.2% of plan sponsors include any alternative investments
whatsoever within their 401(k)s. That number may soon begin to
shift. On August 7, President Trump signed an executive order
intended to expand access to private equity (PE) and other
alternative assets in retirement plans. Even so, this remains
a complex topic for plan sponsors, who must weigh multiple

factors before adding PE to their lineup.

Private equity can offer opportunities for enhanced long-
term returns and increased portfolio diversification. For some
participants, access to PE through a target-date or other
managed fund could be beneficial. However, these potential
advantages must always be balanced against the inherent risks
and challenges of this highly specialized asset class.

New Asset Class, Same Rules

Common concerns with PE as an investment for the average
saver include complexity and costs . Unlike traditional equity
and bond funds or ETFs, PE investments can often involve less
liquidity, greater risk, and higher fees. These challenges may
be mitigated through products that package PE into diversified,
multi-asset vehicles with greater liquidity, though plan sponsors
still have a fiduciary responsibility to ensure the investment
is prudent and appropriate for their participants. Sponsors
should carefully vet any PE-related investment for its valuation
methods and consistency with the plan’s long-term goals and
risk parameters.

Regardless of the assets in the lineup, ERISA standards are
clear and well-established: Plan fiduciaries must act solely in
the interest of plan participants, with the exclusive purpose
of maximizing risk-adjusted returns, net of fees. The recent
executive order is unlikely to alter that underlying framework.

Moving Forward with Clarity and Confidence

If the choice is made to include PE exposure in the plan, clear
communication becomes essential. Employers should help
participants understand the nature of PE investments and how
they may behave differently from more traditional publicly
traded securities. And on an individual basis, they should be
given tools and resources to assess how well PE fits into their
overall asset allocation and financial plan — as well as the
potential risks and trade-offs involved. Education can take the
form of webinars, articles, videos, and in-person group and
one-on-one sessions. Explaining how a PE allocation is managed
within a target-date fund, for example, can also help demystify
this new type of investment option for participants.

Seek Strategic Alignment

Sponsors must determine whether and how PE exposure
supports their broader objectives for the plan. There’s no one-
size-fits-all answer, and sponsors should work closely with
their retirement plan advisor, recordkeeper, and ERISA counsel
when evaluating the implementation of PE into their investment

menu.

The decision to expand participants’ access to PE in plans should
be driven by a careful consideration of participant needs, plan
design, and fiduciary obligations. Plan sponsors must make
a careful determination of how PE exposure aligns with the
plan’s Investment Policy Statement. For sponsors who proceed,
the path forward should include enhanced due diligence,
thoughtful communication, and ongoing monitoring to ensure
the investments offered continue to serve participants well.

Source:

https://www.plansponsor.com/ahead-of-executive-order-what-to-know-about-private-
equity-in-401k-plans/
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A recent Supreme Court ruling has changed the rules of the
game for retirement plan lawsuits — and it could make life
more challenging for plan sponsors. On April 17, 2025, the
Court issued a unanimous decision in Cunningham v. Cornell
University that makes it easier for certain ERISA lawsuits to move
forward, potentially leading to more cases, higher litigation
costs, and increased settlement pressure.

At the heart of the case is the rule against “prohibited
transactions” under the Employee Retirement Income Security
Act of 1974 (ERISA). These are certain dealings between a
retirement plan and “parties in interest,” such as service
providers or the plan sponsor, that carry a high risk of conflicts
of interest. They can include selling or leasing property to the
plan, lending money, or providing goods and services. While
these rules are strict, ERISA also allows for exemptions when the
transaction is necessary for plan operations, the agreement is
reasonable, and the compensation is no more than reasonable.
These safeguards are designed to protect plan participants
while allowing the plan to function effectively.

The Cunningham lawsuit centered on Cornell University's 403(b)
retirement plan. Plaintiffs alleged that plan fiduciaries caused
the plan to overpay for recordkeeping services from TIAA and
Fidelity. Lower courts dismissed the case because the plaintiffs
had not addressed whether an exemption might apply. That
decision was reversed on appeal, and the Supreme Court

| Supreme Court Lowers Bar for ERISA Lawsuits

has now affirmed that plaintiffs are not required to address
exemptions at the pleading stage. Instead, it is the responsibility
of the defense to raise and prove them later in the process.

Although the dispute arose in the context of a 403(b) plan, the
Court's reasoning applies to all ERISA-covered plans, including
401(k) and defined benefit plans. The decision means more
cases could advance beyond early dismissal and into costly
discovery, increasing the likelihood of settlements even in cases
where the facts may ultimately favor the defense.

This ruling reflects a broader legal trend in which courts are
allowing more ERISA cases to move forward, particularly those
involving service provider arrangements and fees. For plan
sponsors, the message is clear: proactive oversight is essential.
Regularly benchmarking plan fees, reviewing all forms of
compensation, and documenting fiduciary decisions in detail
can help demonstrate prudence and reduce risk.

In today’s environment, a strong and well-documented fiduciary
process is not just best practice — it's your strongest line of
defense against costly and time-consuming litigation.

Source:

Supreme Court Opinion in Cunningham v. Cornell University, April 17, 2025
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Participant Corner: Road to Retirement: Should You Borrow or Keep Driving?

Before You Take a Retirement Plan Loan Know the Facts

Your retirement plan may allow you to borrow from your account—but before you do, it'simportant to understand how it can impact
your future savings. Think of it like a U-turn on your savings highway. It could cost you more time and money than you expect.

What You Should Know

e Loan Limits (2025) - The IRS allows you to borrow the lesser of 50% of your vested account balance or $50,000. Some plans
may offer a minimum loan amount to obtain the loan.

* Repayment Timeline - Most loans must be repaid within 5 years (longer if it's for your primary home purchase) with regular
payments at least quarterly.

*  Taxes Twice - Loan payments are made with after-tax dollars, and when you eventually withdraw those funds in retirement,
they'll be taxed again.

* InterestlIsn't a Freebie - The interest you pay goes back into your account, but it's not deductible. You're still paying with after-
tax money, and those funds will also be taxed when withdrawn.

e Lost Growth - While that money is out on loan, it isn't invested—so you miss out on potential earnings.
*  Reduced Savings - Participants’ contribution rates typically fall by about 0.8 percentage points after taking a loan.

* IfYouLeave Your Job - Any remaining balance usually becomes due right away. You generally have until your tax filing deadline
(including extensions) to repay the loan—or it's treated as a taxable distribution. If you're under 59%, there's typically a 10%
penalty too

* One Loan at a Time - Many plans allow only one outstanding loan at a time, so borrowing now might limit future options if
another need arises.

How Common Are Retirement Plan Loans?
+  About 5% of participants currently have an outstanding loan, with an average balance of roughly $10,600.

+ Loan sizes have also been creeping up, recently increasing by about 4%—a bit faster than inflation—showing a trend toward
higher borrowing.

Making the decision to take a loan from your retirement plan may seem like an easy option—but it could reduce your future savings
and lead to taxes, penalties, and lost growth. Make sure you understand your plan’s rules and consider your other solutions first.
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Please remember that past performance may not be indicative of future results. Different
types of investments involve varying degrees of risk, and there can be no assurance that
the future performance of any specific investment, investment strategy, or any non-
investment related content, made reference to directly or indirectly in this newsletter
will be profitable, equal any corresponding indicated historical performance levels, be
suitable for your portfolio or individual situation, or prove successful. Due to various
factors, including changing market conditions and/or applicable laws, the content may
no longer be reflective of current opinions or positions. Moreover, you should not assume
that any discussion or information contained in this newsletter serves as the receipt of
investment advice from Salem Trust. Salem Trust is neither a law firm nor a certified public
accounting firm and no portion of the newsletter content should be construed as legal,
accounting or investment advice.
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