Defaults and other
(smart and less smart) pension nudges
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The pension customer journey

Start to work @

Look for information Information update What to <?|o with my
How much to save? Am | on track? savings?
How to invest?
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Starting the pension journey
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The challenge & the easy fix

* Voluntarily — people save too little for retirement
* The easy fix—mandating R
e Otherwise — nudging?

- Best of both worlds?

- Keep freedom of choice & reach sufficient pension savings?




Nudge #1 - defaults
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Effective consent rates, by country. Explicit consent (opt-in, gold) and presumed consent (opt-
out, blue).
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AUTOMATIC
ENROLLMENT
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Automatic enrollment — a success story in the US...

FIGURE 1. Automatic Enrollment for New Hires and
Savings Plan Participation: Company A
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=—&— Hired under automatic enrollment (3% contribution default)
—»— Hired under automatic enrollment (6% contribution default)
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Beshears, Choi, Laibson, Madrian (2005), The Importance of Default Options for Retirement Saving Outcomes: Evidence from the United States.




..und UK

i GOV-UK vMem | Q

Home > Work » Pensions and ageing society » Automatic enrolment in workplace pensions

Press release

Ten years of Automatic Enrolment
achieves over £114bn pension savings

Automatic Enrolment has helped millions put more into their
pension pots than ever before, according to new figures
released to mark 10 years since the policy was introduced.

From: Department for Work and Pensions
Published 10 November 2022

Last updated 10 November 2022 — See all updates

This was published under the 2022 to 2024 Sunak Conservative government
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it I.E L. Carl Emmerson @ - 2nd
;- Partner at London Economics | Economist producing evicdence
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Automatic enrolment delivered a very large boost
in workplace pension participation
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£. carl Emmerson @ - 2nc
Partner at London Economics | Economist producing evidence
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When will the new Pensions Commission’s interim report
be released?

- More

Automatic enrolment delivered a very large boost
in workplace pension participation
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Automatic enrollment — really a success story?

FIGURE 1. Automatic Enrollment for New Hires and
Savings Plan Participation: Company A

participated
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Beshears, Choi, Laibson, Madrian (2005), The Importance of Default Options for Retirement Saving Outcomes: Evidence from the United States.




Automatic enrollment — really a success story?

FIGURE 4. Automatic Enrollment for Existing Hires
and the Distribution of 401(k) Contribution Rates:
Company A (25-48 months tenure)
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Defaults to nudge asset allocation
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B:n Maastricht University Czech (2016) Choice Overload and the Public Policy Design. The Case of Swedish Pension System, Equilibrium, 11(3), 559-584




“When Nudges Are Forever”

(Crongvist, Thaler, Yu)

Figure 4. Portfolio changes per month as a share of number of PPS investors (in %)
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Hoffmann, A. O. |, T. Post, and J. M. E. Pennings, 2013, Individual Investor Perceptions and Behavior
During the Financial Crisis, Journal of Banking & Finance, 37: 60-74. Notes: This figure shows the number of portfolio changes per month between 2019 and 2020 relative to the number of PPS
mvestors. The vertical dashed line indicate March 2020.

Hagen, J., A. Malisa, and T. Post, Keep calm and do nothing - trading behavior of Swedish retirement
investors during the COVID-19 pandemic, 2023, Review of Behavioral Finance, 15: 694-708.
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“A crazy default idea” - Estonia’s pillar 2 scheme

Created 2001

- Auto enrolment / no opt out (initially)
- 401(k) style system

- Strong tax incentives to contribute

Asset allocation default
- |f you don’t make a choice you get a mutual fund by
- Many ended up in money market funds

Changed in 2019 to
- One of the 3 lowest fee funds investing at least 75% in equities

But...




Figure 7: Election posters by Isamaa: “Your money is burning in the 2" pension
pillar” & “We will extinguish”
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Estonia’s pillar 2 reform

 Optout & cash out introduced in 2021

e Cashing out

- By now >
- At a tax haircut of I I

Stay Opt out

B Satisfaction with performance H Trust in pension funds

"How satisfied are you with the performance of your Pillar 2 pension fund?" (1=not satisfied at all ... 5=very pleased)
"How much do you trust pension funds?" (1=not at all ... 5=completely)

Reinson, H., Post T., Uusberg, A. (2026) Mind the double jeopardy: institutional mistrust and
E’n Maastricht University minority status relate to both lower contribution to and early withdrawal of retirement savings,

Journal of Pension Economics and Finance (forthcoming)




A final thought on defaults...

B: Low-Financial-Literacy Participants Are Helped More by Defaults
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Start to save / join a pension plan — Nudge #2

* Currently analyzing data from a nationwide
(700,000 people) field experiment in Estonia

* Today
- Representative UK sample
- Hypothetical choice




The idea

.
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Control task
Page #1

Next, we would like you to imagine a financial scenario concerning pension savings.

» Pension savings are essential for ensuring financial security during retirement.

« Retirement years may represent a significant portion of your life.

« By saving for retirement, you're in effect expanding the opportunities available to
you in later life. Your future will be more secure.

Please read the following scenario carefully and imagine it as a real situation in your life.

Treatment task
Page #1

Next, we would like you to imagine a financial scenario concerning pension savings.

» Pension savings are essential for ensuring financial security during retirement.

» Retirement years may represent a significant portion of your life.

» By saving for retirement, you're in effect donating to the person you will become in
later life. Your future self will be grateful for your help.

Please read the following scenario carefully and imagine it as a real situation in your life.



Control task
Page #2

Imagine you have received £1000 as an unexpected bonus from work. You have to decide
how to allocate your money between the following two options:

» save it for your retirement or
» use it now

Please make your choice on the next page.

Treatment task
Page #2

Imagine you have received £1000 as an unexpected bonus from work. You have to decide
how to allocate your money between the following two options:

« donate it to your future self by saving for your retirement, or
« use it now

Please make your choice on the next page.



Control task
Page #3

Please allocate your £1000 bonus by entering the amount you would like to save for your
pension and the amount you would use for other purposes:

Save for your pension 0 |£
Use now 0 |£E
Total 0 |£E

Treatment task
Page #3

Please allocate your £1000 bonus by entering the amount you would like to donate to your
future self and the amount you would use for other purposes:

Donate to your future self: 0 |£

Use now 0 |£

Total 0 |£
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\, Pension replacement rates
% of net income maintained at normal retirement age

Save more once you’re in — Nudge #3 Ce e e

Portugal 98.8
Turkiye 95.4
Netherlands FEW)
Greece
[ [ ] [ ] [ ]
* Nationwide field experiment
Luxembourg 86.9
Spain 86.5
Italy

In Estonia N=127,974

Colombia

Slovak Republic
France

Costa Rica
Sweden

Finland

Slovenia
. O a Mexico
OECD

Belgium

Czechia

- Nudge to save more in an

Norway
United Kingdom

individual accounts funded pension o

United States

. ] Israel
scheme with tax benefits
Switzerland
Canada
° ° New Zealand
similar to 401
Japan
Korea
Ireland
Estonia
Australia
Reinson, H., Post, T., Reeck, C., Mazar, N., Uithuania
Syropoulos, S., Shah, A., Saulitis, A., &
Uusberg, A. (2026) : Behavioural messages 60 80
amplify tax incentives: A nationwide
megastudy of retirement savings reminders Note: The model calculation refers to mandatory pensions schemes only. The net replacement

niver Slty rates are calculated assuming labour market entry in 2022 at age 22 and a full career.

Source: OECD (2023), Pensions at at Glance 2023 @” OECD




Institutional background

e Estonian pension system at the time of the intervention
- Pillar 1 state pension
- Pay-as-you-go
- Contributions and benefits depend on salary

- Pillar 2 “mandatory” funded pension
- 2% of gross salary tax free
-+ 4% from state
- Option to opt out

- Pillar 3 voluntary funded pension
- up to 15% of gross income tax-free —
- max €6,000 (tax-free)

- Tax rate = 20% (flat tax)

.
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Institutional background

1 Jan 2023 21 Dec 2023 27 Dec 2023
b E B EEEEEEER * 5,\‘21\—/ v‘

| | Deadline for tax-
Reminder email free contributions

.

< Maastricht University




Neutral email

Dear lll pillar account holder,

Contributions made to the Ill pension pillar until December 27 will be included in the income tax refund for
2023. You can get back 20% of your Il pillar payment.

Check if you are taking advantage of this opportunity: Questions and answers about the Ill pillar tax refund

The income tax refund applies to Il pillar contributions up to 15% of your gross income, but not more than
6,000 euros per year.

Yours sincerely,
Pension Center

Your data is processed in accordance with the Pension Centre's privacy policy found here:
https://www.pensionikeskus.ee/en/about-us/gdpr/

.

< Maastricht University




Other emails

Dear lll pillar account holder,
<Treatment text here>

Contributions made to the Ill pension pillar until December 27 will be included in the income tax refund for
2023. You can get back 20% of your Il pillar payment.

Check if you are taking advantage of this opportunity: Questions and answers about the Ill pillar tax refund

The income tax refund applies to Il pillar contributions up to 15% of your gross income, but not more than
6,000 euros per year.

Yours sincerely,
Pension Center

Your data is processed in accordance with the Pension Centre's privacy policy found here:
https://www.pensionikeskus.ee/en/about-us/gdpr/

.
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Other emails

No message (passive) control group

1. Baseline message (active) control group

Loss aversion Only a few days left, don’t miss out on your tax refund!

. Psychological ownership Only a few days left, your tax refund is waiting for you!

Gain (short- & long-term) Increase your future income as well as your next tax return!

GoR W

Investment boost With the tax refund, you can further increase the return on your
investment!

(@)

. Pennies-a-Day Even small amounts help secure your future!
7. Family Security Help secure the future for yourself and your loved ones!

8. Social norms In recent years, the number of people saving in the Il pillar has doubled
to nearly 200,000!

9. The Power of Now What is done today, you don’t have to worry about tomorrow!

.
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Resu ItS ‘ % of people contributing

Average reminder

.
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Resu ItS ‘ % of people contributing

Average reminder

Increase your future income
as well as your next tax return!

With the tax refund, you can further
increase the return on your investment!

In recent years, the number of people saving in the
Il pillar has doubled to nearly 200,000!

Baseline message (active) control

Only a few days left,
don’t miss out on your tax refund!

Help secure the future
for yourself and your loved ones!

What is done today,
you don’t have to worry about tomorrow!

Even small amounts
help secure your future!

Only a few days left,
your tax refund is waiting for you!

10.0 105 11.0
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Results

&

Maastricht University

Average reminder

Increase your future income
as well as your next tax return!

With the tax refund, you can further
increase the return on your investment!

In recent years, the number of people saving in the
Il pillar has doubled to nearly 200,000!

Baseline message (active) control

Only a few days left,
don’t miss out on your tax refund!

Help secure the future
for yourself and your loved ones!

What is done today,
you don’t have to worry about tomorrow!

Even small amounts
help secure your future!

Only a few days left,
your tax refund is waiting for you!
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Framing (yes, another nudge)

* Nationwide contributions + €1.2 million
* Winning message + 16% higher contributions

VS

* Average (across all treatments) reminder effect

- People contributing 10% (from 9%)
- Sum contributed €902 (from €868)




Summary

e Defaults are powerful nudges

- But they can have positive and negative side effects

* Future self-donation and email reminders nudges are also
oowerful

- But are they enough?




This year’s top rated pension systems
Adequacy, sustainability, and integrity

What do you think do these pension systems have in common?

Netherlands Iceland Denmark
Index: 85.4 Index: 84.0 Index: 82.3
Rating: A Rating: A Rating: A

Mercer CFA Institute Global

ion Index 2025

Pens|



Contact

Dr. Thomas Post
Associate Professor of Finance

Department of Finance
School of Business and Economics
Maastricht University

t.post@maastrichtuniversity.nl
www.thomas-post.com
https://www.linkedin.com/in/thomas-post-56987b25/
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