
 

 
 
 
 
 
 
 
 
 
 
 
401(k) Fears: What’s a Plan Sponsor to Do?  
 

Sound investment decisions are rarely made under the 
weight of worry. The field of behavioral finance points 
to a number of cognitive distortions that feed on 
investor fear and can plague participants’ decision-
making while compromising their retirement 
readiness. Here are some that can send shivers down 
participants’ spines — and ways sponsors can help 
them cope. 
 
 

 

• Loss aversion and sunk costs. Many investors’ fears of realized losses surpass even the desire for gains — 
and can lead to holding onto underperforming investments for too long, in the hopes of an unlikely rebound.  

 
• Herd mentality. Fueled by excessive FOMO, investors often tend to follow the crowd, which can potentially 

lead to asset bubbles or mass selloffs — and undermine portfolio performance. 
 

• Fearful framing and the availability bias. The way financial information is presented to the public, especially 
in a clickbait-driven news media, can spook investors. A downturn framed as a "crash" evokes more fear 
than a market "correction." The abundance of foreboding headlines can lead investors to overestimate the 
likelihood of negative events. 

 
• Regret avoidance. The fear of future regret can paralyze decision-making, causing employees to put off 

enrolling in their retirement plan — or adjusting their portfolio. Consequently, participants may miss out on 
employer matches, tax advantages and the benefits of long-term compound growth. 

  
Help Participants Fight Back Their Financial Fears 
Financial anxieties can cast long shadows, but they need not darken participants’ retirement journey. With the right 
strategies, sponsors can help light the way to retirement readiness. 
  

• Counter fright with insight. We tend to fear what we don’t understand. So provide comprehensive financial 
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education around the cyclical nature of market downturns and recoveries, diversification, adjusting risk 
exposure over time and the common cognitive biases that can lead to fear-based decision-making.   

 
• Pivot from panic to planning. Being prepared can help participants fight fear. In wellness content and group 

sessions, stress the importance of having an emergency fund to provide a safety net during financial 
hardships.  

 
• Harness emotion constructively. Help participants recognize and address emotional responses to financial 

stress, including market volatility. Encourage them to look at the origins of any unhelpful money beliefs, help 
them understand triggers and provide stress management tools to help break destructive patterns of 
behavior. 

 
• Lean into expert advice. Facilitate group or individual sessions with financial advisors who can assuage 

fears with expert guidance and help participants reevaluate goals, discuss changes and reaffirm prudent, 
long-term investment strategies.  

 
• Bypass bias with autopilot advantages. Plan design features such as auto-enrollment and auto-escalation 

can reduce the emotional component (including fear) of financial decisions.  
  
There’s no silver bullet to conquering financial fears, but helping participants deal with troubling thoughts, feelings 
and behaviors around financial decision-making can help them avoid facing retirement haunted by regret. 
 
 

Fed Rate Decision: Implications for Sponsors  
 

In September, the U.S. Federal Reserve 
announced it would hold interest rates steady 
for now but signaled at least one more hike may 
lie ahead before the end of the year. Moreover, 
rates are likely to stay elevated, as the Fed also 
indicated it expects fewer cuts than previously 
forecast for 2024. Plan sponsors can provide 
participants with options and tools to assist 
them during a protracted inflationary climate.   
 
Offer diversified investment options. Consider 

providing a mix of options in the investment menu, and within target date funds (TDFs), that cater to different 
inflationary environments and risk levels. Discuss the potential inclusion of inflation hedges as appropriate, which 
might include TIPS, commodities funds or REITs. But at the same time, try to avoid overcomplicating the menu.  
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Educate participants. Employees may not understand how to incorporate inflation-sensitive instruments into their 
portfolios so they’re not misused or overused. An informed participant is more likely to make investment decisions 
that align with their long-term goals, even during periods of inflation. Regularly offer workshops or informational 
sessions about such options and the importance of maintaining a prudent, long-term strategy.   
  
Tailor communication. Customize your messaging — and delivery channels — appropriately for different 
generational cohorts, as inflation affects near-retirees differently than younger workers. Addressing these 
distinctions helps ensure that each demographic receives advice that's pertinent, and actionable, for their specific 
life stage. 
  
Provide digital tools. Online tools and calculators can help participants assess the future impact of inflation on their 
retirement savings. For example, an interactive simulator can allow participants to input various financial scenarios 
with inflation-adjusted projections so they can consider strategy modifications to offset any anticipated shortfalls. 
 
Engage expert guidance. Encourage participants to engage a financial advisor who can guide them on inflation-
protective strategies tailored to their specific situation and suited to their personal risk tolerance and retirement 
timeline. 
  
Encourage higher contributions. To combat inflation's erosion of participants’ purchasing power, clearly 
communicate the benefits of boosting contributions and making catch-up contributions, if eligible.  
 

Sponsors Must Rise to the Challenge of Inflation 
In times of sustained economic challenge, it's essential for plan sponsors to remain vigilant and supportive. As the 
weight of inflation continues to press on the minds — and squeeze the wallets — of employees, sponsors can play 
an indispensable role in equipping participants with the resources and knowledge they need to adapt. No matter 
how long a given worker’s path to retirement, they can approach their journey with greater confidence and 
resilience with their employer’s thoughtful guidance. Plan sponsors hold a responsibility that extends beyond funds 
to shaping workers’ financial futures with foresight and fidelity. 
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The Top Three Reasons to Outsource Fiduciary Services 
 

Many companies are outsourcing more and more 
activities, mainly because outsourcing can provide 
cost savings and increase productivity. 
Outsourcing allows companies to focus more on 
their core businesses, rather than spending time on 
areas outside their expertise. For retirement plan 
sponsors, outsourcing services makes sense for 
these reasons as well as others. 
 
Reduced Risks. As a plan sponsor, you and your 
company are plan fiduciaries, and can be held 

legally responsible for the plan’s administration and performance. Many sponsors outsource some or most 
responsibility. A 3(21) investment fiduciary assumes part of the risk, functioning as a co-fiduciary that provide 
prudent and objective advice. A 3(38) investment fiduciary accepts total responsibility and the lion’s share of 
potential liability for selecting, monitoring and replacing investment options, which helps the plan sponsor manage 
the risk of legal action concerning investment decisions. A true 3(16) outsourcing of the plan administrator role 
means offloading not only the day-to-day mechanics of plan administration, but the ultimate fiduciary 
responsibilities attendant thereto. That said, when plan sponsors contemplate outsourced 3(16) services they need 
to dive in deep in contract review to understand what is actually being outsourced and what might remain in their 
hands. 
 
Increased Objectivity. Independent third-party plan administration and fiduciary services help your retirement plan 
by managing conflicts of interest, biases or self-interest. As set out in the Employee Retirement Income Security 
Act of 1974 (ERISA), both 3(21) and 3(38) investment fiduciaries, as well as 3(16) plan administrators, are required 
to act solely in the interest of plan participants and must act prudently when making decisions about, or 
administering, the plan. These actions provide plan sponsors and plan participants with a greater level of risk 
management and confidence in the retirement plan. 
 
 Increased Service Level. Typically, a third-party plan administrator or fiduciary can devote much more time and 
attention to the support of your retirement plan than can employees. Employees often ‘squeeze in’ plan-related 
tasks around their regular duties, and may lack the skills, training and resources that an outsourced provider offers. 
 

Please contact your MCF Advisors Plan Consultant with any questions or to review your current plan and 
plan’s offerings. 
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IMPORTANT DISCLOSURE INFORMATION  
 

MCF Advisors, LLC (“MCF”) is a SEC registered investment adviser. Registration as an investment adviser does not imply a certain 
level of skill or training. The oral and written communications of an adviser provide you with information about which you 
determine to hire or retain an adviser. More information about the adviser can also be found by visiting: 
https://adviserinfo.sec.gov/firm/summary/130372. The above commentary is for informational purposes only. Information 
prepared from third-party sources is believed to be reliable though its accuracy is not guaranteed. This is not intended as an offer 
or solicitation with respect to the purchase or sale of any security. MCF may only transact business in those states in which it is 
registered, or qualifies for an exemption or exclusion from registration requirements. Please remember that past performance may 
not be indicative of future results. Different types of investments involve varying degrees of risk, and there can be no assurance 
that the future performance of any specific investment, investment strategy, or product (including the investments and/or 
investment strategies recommended or undertaken by MCF), or any non-investment related content, made reference to directly or 
indirectly in this blog/newsletter will be profitable, equal any corresponding indicated historical performance level(s), be suitable for 
your portfolio or individual situation, or prove successful. Due to various factors, including changing market conditions and/or 
applicable laws, the content may no longer be reflective of current opinions or positions. Moreover, you should not assume that 
any discussion or information contained in this blog/newsletter serves as the receipt of, or as a substitute for, personalized 
investment advice from MCF. To the extent that a reader has any questions regarding the applicability of any specific issue 
discussed above to his/her individual situation, he/she is encouraged to consult with the professional advisor of his/her choosing. 
MCF is neither a law firm nor a certified public accounting firm and no portion of this content should be construed as legal or 
accounting advice. A copy of MCF’s current written disclosure statement and customer relationship summary (“Form CRS”) 
discussing our advisory services and fees continues to remain available upon request. The scope of the services to be provided 
depends upon the needs of the client and the terms of the engagement. If you are a MCF client, please remember to contact MCF, 
in writing, if there are any changes in your personal/financial situation or investment objectives for the purpose of 
reviewing/evaluating/revising our previous recommendations and/or services.  
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