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Participation and deferral rates have risen 
slightly during the first six months of 2020, 
and the proportion of participants in 
professionally managed allocations has 
remained the same since year-end 2019. 
While participant trading has increased with 
market volatility, only 5% of participants 
initiated a trade during the first six months 
of 2020, compared with 3% during the first 
six months of 2019. 

Loan issuances remained steady through 
June 2020, and withdrawals remained low, 
as 1.3% of all participants took out a 
withdrawal. Although a low figure, the 
withdrawal rate is up slightly when 
compared to the first six months of 2019, 
in which 0.7% of participants took out a 
withdrawal. Of the 2020 withdrawals, 30% 
were coronavirus-related distributions. 

Executive summary
In the first half of 2020, we saw severe 
impacts on the global economy, increased 
market volatility, and unprecedented 
financial and nonfinancial uncertainty 
caused by the COVID-19 pandemic. Despite 
this, the behavior of participants in 
Vanguard Retirement Plan Access™ (VRPA) 
plans remained largely unaffected. 
Launched in 2011, VRPA is a 
comprehensive service for retirement plans 
with up to $50-plus million in assets.   

While account balances did fall, the 
decrease was expected based on market    
performance. The average account balance 
as of June 2020 was $60,226, a 4.8% 
decrease from $63,274 at year-end 2019. 
The median balance was $11,084, a 4.2% 
decrease since year-end.  
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Participation rates 

A plan’s participation rate is the broadest metric for 
gauging 401(k) plan performance. We saw an increase 
in both plan-weighted and participant-weighted 
participation rates in the first half of 2020. Plan-
weighted participation rates were 74% through     

June 2020, up from 72% at year-end. And participant-
weighted participation rates were 63%, compared 
with 59% at year-end. 

Figure 1.   Participation rates
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Source: Vanguard 2020.

Deferral rates 

The level of participant deferrals is a critical 
determinant of whether the retirement plan will 
generate an adequate level of retirement savings. 

Figure 2.   Deferral rates

VRPA defined contribution plans permitting employee-elective deferrals

Average Median

7.6%

5.5%

8.0%

5.9%

10% 

0% 

6.9%

5.0% 5.1% 5.1% 

2016 2017 2018 2019 Voluntary
enrollment
6/30/2020

7.1% 7.1% 7.1%

5.2%

6/30/2020 Automatic
enrollment
6/30/2020

6.7%

5.0%

We saw the average deferral increase from 7.1% at 
year-end 2019 to 7.6% by June 2020.  

Source: Vanguard 2020.
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Professionally managed allocations 

Participants with professionally managed allocations 
have their entire account balance invested in a single 
target-date, target-risk, or traditional balanced fund, or 
in a managed account advisory service. 

As of June 30, 2020, 67% of VRPA participants were 
invested in a professionally managed allocation, 
identical to the percentage at year-end.  

Figure 3.   Participants with professionally managed allocations
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Source: Vanguard 2020.

Implications 

Starting in February 2020, the economy has seen 
sharp equity declines, decreasing GDP, declines in 
consumer spending, continued market volatility, and 
historic unemployment. However, in spite of all this 
turbulence, the overall balances in retirement plans 
have remained steady, and the majority of participants 
have continued to maintain a long-term view with their 
retirement plans.

The focus on plan optimization and ease of use in 
retirement plans, specifically the prevalence of 
professionally managed allocations, helps provide 
employees with a diversified portfolio that may 
withstand market volatility and the confidence to 
weather any short-term turbulence.

The resilience we have seen from participants during 
the COVID-19 pandemic highlights an important 
benefit of defined contribution plans. Most  
participants take a long-term approach to investing  
and represent a patient pool of long-term savings in 
the financial markets.   
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Investments in target-date funds are subject to the 
risks of their underlying funds. The year in the fund 
name refers to the approximate year (the target 
date) when an investor in the fund would retire and 
leave the workforce. The fund will gradually shift its 
emphasis from more aggressive investments to 
more conservative ones based on its target date. 
An investment in a target-date fund is not 
guaranteed at any time, including on or after the 
target date.

Acknowledgments

All investing is subject to risk, including the possible 
loss of the money you invest. 

Be aware that fluctuations in the financial markets 
and other factors may cause declines in the value  
of your account. There is no guarantee that any 
particular asset allocation or mix of funds will meet 
your investment objectives or provide you with a 
given level of income. 

Diversification does not ensure a profit or protect 
against a loss. 

Investments in bonds are subject to interest rate, 
credit, and inflation risk. 

Connect with Vanguard®  > institutional.vanguard.com 
> global.vanguard.com (non-U.S. investors)
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