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BOARD / EXECUTIVE MEMO

DB 401(k) as a Defensive Strategy in the Face of Economic Breakdown
Executive Summary

In the face of an economic breakdown—whether triggered by market dislocation, credit stress,
geopolitical instability, or a loss of confidence in financial narratives—the most significant
vulnerability in the U.S. retirement system is outcome uncertainty.

Traditional 401(k) plans provide exposure, not certainty. When markets destabilize, participants are
left without a clear answer to the most important question:

“What does this mean for my retirement income?”

Defined Benefit 401(k)™ (DB 401(k)) functions as a defensive infrastructure layer, restoring pension-
style income clarity inside the existing 401(k) system—without replacing the plan itself.

The Core Defensive Insight
In stressed environments, participant behavior—not performance—determines system stability.

DB 401(k) stabilizes behavior by anchoring participants to a pre-modeled retirementincome
outcome, reducing panic-driven decisions, contribution abandonment, and asset flight.

Defensive Benefits

Preserves participant confidence during volatility
e Improves contribution persistence
o Reduces rollover-driven asset leakage
e Lowers dependence on optimistic market assumptions
e Enhancesregulatory and reputational defensibility
Conclusion

In expansionary cycles, growth strategies attract attention.
In contractionary cycles, defensive strategies determine survival.

DB 401(k) is not merely an innovation—it is retirement-system risk management.
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HISTORICAL & EMERGING CRISIS FRAMING
Why DB 401(k) Matters in Every Breakdown — Including the Next One
2008-2009: Global Financial Crisis

e Equity markets declined 30-50%

o Near-retirees suffered irreversible income impairment

e Contribution suspensions surged

e Rolloversincreased due to fear, not strategy

Lesson: Accumulation-only systems collapse under sequence-of-returns risk.

2020: COVID Shock
e Sharp declines followed by uneven recovery
e Participants who exited missed rebounds
e Confidence lagged performance for years
e Guidance was reactive, portfolio-centric, and late

Lesson: Behavioral damage outlasts market damage when income certainty is absent.

The Next Breakdown: Multi-Vector, Correlated, Harder to Explain

Unlike prior crises, the next destabilization is likely to emerge from interacting systemic stresses,
including:

Potential Igniters of Market Instability

e Alvaluation correction or “Al bubble” deflation
Concentrated index exposure to a narrow set of Al-linked firms creates systemic fragility
inside passive 401(k) allocations and target-date funds.

¢ Commercial real estate defaults and refinancing failures
Office and mixed-use property stress threatens banks, pension funds, insurers, and credit
markets—introducing spillover risk into public equities and bonds.

o Weakness in U.S. Treasury auctions and demand
Persistent pressure on Treasury issuance could drive rate volatility, bond losses, and equity
repricing—directly impacting “conservative” 401(k) portfolios.
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o Geopolitical instability and global conflict
Energy shocks, trade disruption, cyber risk, and military escalation introduce volatility that
cannot be diversified away in traditional menus.

e Private-market and pension-adjacent stress
Private equity, private credit, and institutional pension exposure—often intertwined with
insurers and asset managers—can surface suddenly in public markets.

Why This Is Especially Dangerous for 401(k) Participants
e Higher correlation across asset classes
o Weaker diversification benefits
e Longer or uncertain recovery timelines
e Repeated confidence shocks
In every scenario, participants ask the same question:
“What does this mean for my retirement income?”

Traditional 401(k) systems have no structural answer.

DB 401(k) as the Missing Stabilizer

DB 401(k) does not attempt to predict which igniter causes the next crisis.
It neutralizes the most damaging consequence of any crisis:

Uncertainty aboutincome.

By anchoring expectations to a defined income outcome, DB 401(k):
e Reduces panic-driven contribution suspensions
o Discourages ill-timed liquidation
o Weakens rollover-driven “flight to action”

e Preserves engagement through actuarial framing

CARRIER / RECORDKEEPER DEFENSIVE PITCH
DB 401(k) as Flow-Protection Infrastructure

The Problem in Downturns
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e Contributions feel optional
e Rollovers feel “safer”
e |ncome solutions arrive too late

e Engagement collapses

What DB 401(k) Changes
For Recordkeepers
e Higher contribution durability in volatile periods
o Reduced leakage at job change
e Stronger participant engagement metrics
e Defensive moat in a commoditized market
For Insurance Carriers
e Earlier positioning of guaranteed income
e Pension-like contribution flows into riders
e Reduced reliance on rollover timing
e Income certainty becomes the destination, not the pitch

Strategic Result:

DB 401(k) converts behavior-dependent flows into outcome-driven, resilient flows.

DUAL-MEMO POSITIONING FRAMEWORK
Memo #1: Offensive Growth Thesis

e Rollover disruption

e Outcome ownership

¢ |Income-first engineering

e Asymmetric licensing economics
Memo #2: Defensive Resilience Thesis

e Crisis-era confidence preservation

e Contribution stability
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e Reduced asset flight

e Regulatory and reputational defense

“Defined Benefit 401(k) is not a bet on markets performing well
Itis a system designed to function when they don’t.”
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