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No one knows what 2023 will bring, but if ”
the economic mood at the close of the year

is any indication, there are certain to be

challenges ahead.

Although pandemic restrictions are mostly in the past, we Inflatlon’ whlch

still feel their fallout with an elevated debt burden and

oy ceqionlconticssuen s e angeng v m ueane,  C€NEYal banks spent
\t/\(/)htirc:dk;assacnacl:isoends'energy prices to soar and major powers the majority of 2022
Inflation, which central banks spent the majority of 2022 IOOking tO ContrOI, Sti"

looking to control, still roils the world. Markets are volatile.

Sky-high demand is causing a staffing crunch. And through rOiIS the world. Markets

it all, employees — looking at their volatile portfolios — are

adrift, with their financial wellbeing suffering. are VOIatiIe. Sky- high
In what's sure to be another volatile year, employers and demand is caUSing a

plan sponsors can be a rock by understanding what plan

members want, how to deliver it effectively and how to stay staffing cru I"ICh.

abreast of change.

As we enter 2023, five major trends have arisen in the review
of workplace defined contribution (DC) and saving programs.

Your organization should keep an eye on these trends as you
navigate through uncertainty.
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First things first with ESG

Organizations have been under pressure
to incorporate environmental, social

and governance (ESG) factors into their
workplace investment strategies for
some time. This pressure comes from
multiple directions. Fifty-nine percent

of organizations recognize ESG as an
emerging issue, and only 10% say plan
members would not materially benefit
from learning more about ESG.’

But despite these pressures, organizations have just begun
to respond.

According to a recent Mercer survey,? the vast majority of
organizations — about 58% — never communicate with their
plan members about general ESG topics. Sixty percent of
organizations say their governance committees or other key
stakeholders have never participated in formal ESG training.
When asked whether their plans or funds include investment
options or mandates that are positively tilted to ESG themes,
only 24% answer “yes” — and a further 31% are unsure.

Despite years of discussion and a general awareness that
ESG themes can be useful (36% of organizations believe ESG
can have an impact on financial outcomes), organizations
have just begun to explore how to implement them.
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With organizations only
beginning to grapple with what
ESG means for their members,
it’s time to get back to basics.
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"Mercer survey conducted October 14, 2022.
2Mercer October 2022 survey.

And it shows. Despite most plan sponsors having little
understanding of ESG or how it can be incorporated into
a workplace retirement plan, investment managers have
begun to integrate ESG into investment options. This
has led to plan members wanting more transparency on
their employers’ investment objectives and themes, and
they want to know how taking such actions will improve
financial outcomes.

59%

of organizations recognize ESG as an emerging issue

10%

of organizations say plan members would not materially
benefit from learning more about ESG

This focus on ESG is taking place in a shifting regulatory
environment. The Canadian Association of Pension
Supervisory Authorities (CAPSA) has taken note of ESG
considerations and has begun to review the fiduciary
responsibilities of organizations offering workplace
retirement plans when considering ESG investment themes.

With organizations only beginning to grapple with what ESG
means for their members, it's time to get back to basics. It's
crucial to understand the range of ESG options available,
which are the best fit for your plan members and your
roadmap to implementation.

Wherever you are on your ESG journey — if you have a
solid understanding or are just beginning to consider it —
Mercer can help.
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Navigating volatility and
recession fears

So are your plan members — especially those closest to
retirement, who may have their investment mixes skewed
toward fixed income assets.

To assuage this anxiety, examine the investment options
available in your workplace plan. Take a look at target date
funds — but also at your overall fund lineup. Do you offer

a variety of fixed income options? Does your target date
manager have a plan to manage risk as the time horizon for
retirement gets closer?

Regular due diligence can help you manage future financial
headwinds, let you determine how to communicate based
on trends specific to your organization and help you plan
for a future-proofed investment lineup.
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Spending less time managing
investments and more
time managing your business

Newspapers will debate whether or

not Canada has truly seen a “Great
Resignation,” but anyone who's hiring
understands that talent is in high demand.
Add in rising costs, and organizations are
truly strapped for resources.

The investment environment is also becoming increasingly
complex. Not only are additional factors and themes like
ESG increasingly on the table, newer types of investments
are being sought for diversification and yield. And
regulators are expanding plan responsibilities in reaction
to an evolving, complex market.

In this environment, the less administrative and regulatory
complexity an organization has to deal with, the better.
Freeing yourself up from these tasks allows you to

refocus on your core business and on delivering value to
your customers.
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In addition to outsourcing
investment decisions, you

should consider a review of your
governance model as it could
provide additional benefits beyond
investment option selection.
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By delegating investment decisions and plan oversight
through a service like Mercer Future Wise™, you can gain
access to best-in-class governance, risk mitigation and
management services. Mercer’s global footprint gives you
the reach and scale to drive down fees by pooling your
assets with other employers. With Mercer Future Wise,
you're always one step ahead of market volatility, regulatory
change and economic uncertainty.

In addition to outsourcing investment decisions, you
should consider a review of your governance model as

it could provide additional benefits beyond investment
option selection. You should also consider how you balance
fiduciary demands on your organization with your business
needs. And when the demands become too pressing,
consider outsourcing to an expert.
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Investing in a holistic approach
to financial wellbeing

But every employee’s situation is different. Financial goals,
upcoming life milestones and levels of financial literacy will
vary widely. A truly personalized financial wellness strategy
needs to be delivered digitally. A successful strategy
considers employees’ personal situations and equips them
with the knowledge to take control of their financial futures.
The best strategies also consider an employee’s financial

44

Mercer’s breadth of
experience helps us find
the solution that fits your
organization.

and personal circumstances and include thinking beyond
retirement. A holistic wellness solution is more than just
debt or investment management advice. It includes other
offerings, such as the employee assistance plan and digitally
enabled flexible plan designs that allow employees to
choose the benefits that are right for them.

Numerous options exist. In a resource-constrained
environment, few organizations will truly have the
bandwidth to find the programs and offerings that fit.
Mercer's breadth of experience helps us find the solution
that fits your organization.
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Getting ready for
regulatory change

Plan sponsors have been waiting for
changes to the capital accumulation plan
(CAP) guidelines for a long time — they
were written in 2004, and a revision is
long overdue. Mercer and other interested
stakeholders have reviewed a draft of the
proposed rules, expected to be released in
2023, and provided input.

Along with clarification on the proposed governance policy,
additional regulatory changes are expected. These include
guidance on retirement income plans and providing needed
support for employees transitioning to retirement —
through retirement income tools, education and advice, and
regular communications.

Although these guidelines have long been in the works, plan
sponsors should make sure they're prepared. You need to
understand what's coming as well as the changes you'll need
to make to ensure compliance.

But in addition to regulatory changes, organizations should
be aware of new retirement income investment strategies
and products coming to the Canadian market. Whether
you're offering a variable pension life annuity (VPLA) or
implementing new longevity-focused investment strategies,
it's imperative to evaluate the needs of your employees and
make a plan to support retirement transition.

Each of these strategies and products has its uses. It's
important to understand that these are not mutually
exclusive categories — they complement each other. To
deliver better outcomes for plan members, plan sponsors
must deliver the right investment strategy — but also
through the right product.

Plan sponsors should be aware of the available offerings.
Determining what to prioritize that will fit your needs so you
can be ready for the coming changes is critical.

At Mercer, we stay abreast of the latest
developments and can inform and support your
search for solutions that fit your objectives.
Reach out to your Mercer consultant to learn
how we can help make your DC plan ready for an
uncertain future.



https://www.mercer.ca/en/contact-us.html

Reshaping the future.

About Mercer

At Mercer, we believe in building brighter futures.

Together, we're redefining the world of work, reshaping retirement
and investment outcomes, and unlocking real health and wellbeing.
We do this by meeting the needs of today and tomorrow. By
understanding the data and applying it with a human touch. And by
turning ideas into action to spark positive change.

For 75 years, we've been providing trusted advice and solutions
to build healthier and more sustainable futures for our clients,
colleagues and communities.

Welcome to a world where empathy and economics make a
difference in people’s lives.

Welcome to brighter.
For further information, please visit www.mercer.ca.
Join the conversation

Y @MercerCanada m Mercer Canada

Important notices

How we can help

Continuously rethinking purpose and priorities drives HR
transformation. Shaping the future of work requires improved
strategies around investment and retirement, health and wellness
benefits, talent and communications. We believe in the value of
investing in the future to build resilience for your business and
your employees.

Investments and retirement require sophisticated solutions. We
approach these with a big-picture view that prioritizes long- term
financial wellness. We offer research and advice on assessing risk
and designing benefits programs while keeping in mind the need to
optimize throughout changing times.

References to Mercer shall be construed to include Mercer LLC and/or its associated companies.

This contains confidential and proprietary information of Mercer and is intended for the exclusive use of the parties to whom it was provided by Mercer. Its
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 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.

Information contained herein may have been obtained from a range of third-party sources. Although 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.

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.

A business of Marsh McLennan

6013112-WE
© 2022 Mercer (Canada) Limited. All rights reserved.



http://www.mercer.ca
https://twitter.com/MercerCanada
https://www.linkedin.com/company/mercer-canada/
http://www.mercer.com/conflictsofinterest



