
Balance Sheets of the American Household
Since the 1980s, primary residence & retirement accounts have been the store-of-value pillars for the middle class
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Retirement Account participation peaked around 2008
Policy is aware of the problem … SECURE Act (2019) was the initial attempt to 

address a system in structural decline
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Secure Act “1.0” (2019)
• Expanded retirement plan 

access to some part-time 
workers (more access)

• Pushed back required 
minimum distributions to age 
72 (work & save longer)

• Increased max contributions 
for 401(k) auto-enrollment 
(save more)

• Increased tax benefits for 
small businesses  (more 
access)

Source: Federal Reserve Survey of Consumer Finances
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Side Note: Same cracks show up in primary residence ownership
Problem shows up clearly in both pillars of American middle-class savings …

Source: Federal Reserve Survey of Consumer Finances
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… and to avert disaster in the most recent crisis, 
Fed purchased more Agency MBS than US 
Treasury debt to support the housing market in 
the last QE.

Source: Katherine Greifeld, "Fed's Biggest-Ever Bond-Buying 
Binge Is Drawing to a Close," Bloomberg, March 9, 2022.

https://www.bloomberg.com/news/articles/2022-03-09/fed-s-biggest-ever-bond-buying-binge-is-drawing-to-a-close#xj4y7vzkg
https://www.bloomberg.com/news/articles/2022-03-09/fed-s-biggest-ever-bond-buying-binge-is-drawing-to-a-close#xj4y7vzkg
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Financial returns have inflated Retirement Account balances
Duplicating these results for today’s workforce would require a repeat in similar stock & bond 

return performance to the prior 40 years …
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Source: Federal Reserve Survey of Consumer Finances
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What are these retirement accounts holding?
“Target Date Funds” captured the default setting in employer-sponsored retirement 

plans with the Department of Labor’s QDIA rule in 2008
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What is a Target Date Fund (“TDF”)?
Financial industry firms pitch a “glide path” investment mix between stocks and bonds, 

which basically follows the “own your age in bonds” heuristic.

Source: Vanguard Note that with an older workforce, mix will gradually skew towards bonds …

https://institutional.vanguard.com/investment/strategies/tdf-glide-path.html
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Near-dated TDFs have lost ~1/5 of purchasing power since 2022
Poor timing as the largest cohort of retirees exits the workforce in American history
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Statements now show accounts 
down ~10% since 12/31/2021 … 
was over 20% in September ‘22

… but purchasing power (vs CPI) 
is still down ~20% since 
12/31/2021, after being down 
over 25% in September ‘22

Source: Bloomberg, Bureau of Labor Statistics
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SECURE Act 2.0 puts another bandage on the system
Bundled into the Consolidated Appropriations Act in December 2022 just three years 

after the original attempt at a legislative fix

• Mandatory employee enrollment and automatic savings escalation for employers having greater than 10 

employees, been in business for at least three years, and offering a new 401(k) or 403(b) plan

• Roth accounts in employer accounts encouraged (pay tax today)

• More part-time employees eligible (two years of 500+ annual hours, versus three in original SECURE Act)

• New Required Minimum Distributions table based on birth date: turn 72 in 2023 = RMD begins age 73; 

turn 74 after 12/31/2032, RMDs begin at age 75; Effect = work longer

• Starting 2024, student loan repayment is treated as the employee’s salary deferral and is eligible for the 

employer’s savings match
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