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BUILDING FUTURES VII1  

Highlights of Findings 
 
 

1. Overall, average 401(k) balances remained steady in 2005, but those employees who remained in 
their 401(k) plan for one consecutive year or more saw significantly better results in terms of 
retirement savings. 

• Average account balances for all participants increased to $62,500 in 2005 (up 3% from 
$60,600 in 2004), the highest since 1999.  The median balance for these participants declined 
slightly from $22,700 to $22,300, driven by the impact of new and departing plan participants.  

• Participants who stayed in their workplace plan from 2004 to 2005 achieved an average of 13% 
growth in their account, with their balances2 going from $63,000 to $72,000 – driven largely by 
the greater impact of contributions than market growth (54% based on net contributions, 46% 
due to market action).  Median balances for this group were up 21%, from $25,000 to $35,000. 

• Balances3 for five-year continuous 401(k) plan participants increased 52% on average to 
$100,000, from $66,000 in 2000.  Median balances for these same participants increased 120% 
to $52,000, from $24,000 in 2000. 

2. Employee participation in overall 401(k) plans decreased in 2005 and deferral rates remained 
stagnant, both of which continue to hamper Americans’ retirement savings.   

• Overall, average plan participation rates (counting all plans’ rates equally) declined from 65.5% 
in 2004 to 64.4% in 2005 and the weighted average participation rate (counting all eligible 
employees equally) declined from 59% in 2004 to 56% in 2005.  However, participation rates 
for employees eligible to contribute in both 2004 and 2005 increased to 66.8% from 63.4%. 

• Average deferral rates overall remained flat at 6.9% in 2005, which indicates that some 
participants may not be saving enough to meet their retirement goals. 

• While it appears, based on the overall averages, that participants are allocating assets properly 
by age – 30 year-olds having the highest percentage of assets in equities (83%) and 70 year-
olds having the lowest (42%) – many plan participants in 2005 had their assets at the extreme 
ends of the investment spectrum, with 22% holding 100% of their assets in equities and 13% 
holding 0% in equities4. 

- more - 

 

                                                 
1 Data as of 12/31/05 unless otherwise stated. 
2 Weighted average balances 
3 Weighted average balances 
4 “Equities” refers to a fund’s classification (Domestic, International, Company Stock and equity portions of Blended)  



3. Automatic enrollment and automatic increase programs (AIP) can significantly impact 
participation and deferral rates, and show promise in helping future generations better prepare 
for retirement.  

• In 2005, with the help of automatic enrollment, participation rates increased by 22 percentage 
points (from 54% to 76%) for eligible employees in plans that offered auto-enrollment vs. those 
in plans without it. 

• Automatic enrollment programs are putting participant inertia to work – of the nearly 100,000 
participants auto-enrolled in 2005, 87% stayed in the plan at the end of the year.  In addition, 
the vast majority of them either increased their contribution deferral rate (18%) or “did 
nothing” (68%) by keeping their plan’s auto-enrollment default deferral rate.  

• While auto-increase participants started out at lower deferral rates (6.5%) in 2004 compared to 
non-AIP participants (7.0%), after only one or two automatic increases, their average deferral 
rate in 2005 (7.9%) surpassed those of non-AIP participants (7.4%). 

4. More and more plan sponsors are helping participants simplify investing by offering lifecycle 
fund products, like Fidelity’s Freedom Funds, which are shown to be very effective in their use 
as default options. 

• Over 9,700 plans (83%) now offer at least one Freedom Fund, Fidelity’s lifecycle fund 
offering, in which participants are invested, up from 78% in 2004. 

• Fidelity’s Freedom Funds are gaining popularity among participants as well – 1.6 million 
participants (25%) invested in Freedom Funds in plans utilizing these funds in 2005, compared 
to 21% in 2004.  

• 20% of participants hold 100% of their assets in their plans’ default fund.  In plans that use 
Freedom Funds’ Age Default Service as the default, 55% of new participants were fully 
invested in the funds, with nearly 90% of them remaining fully invested after two years. 

Fidelity Freedom Funds® are subject to the volatility of the financial markets in the U.S. and abroad 
and may be subject to the additional risks associated with investing in high yield, small cap and 
foreign securities. 

About the Study 
Building Futures VII is based on a comprehensive analysis of data of more than 9 million participants 
in nearly 12,000 corporate defined contribution plans serviced by Fidelity Institutional Retirement 
Services Company at the end of 2005.  The complete findings have been published in the seventh 
edition of Fidelity’s Building Futures annual report, which is now available at: 
http://buildingfutures.fidelity.com. 

Keep in mind, investing involves risk. The value of your investment will fluctuate over time and you 
may gain or lose money. 

The Freedom Funds are managed by Strategic Advisors, Inc., a subsidiary of FMR Co. 

Before investing in any mutual fund, please carefully consider the investment objectives, risks, charges 
and expenses.  For this and other information, call or write Fidelity for a free prospectus.  Read it 
carefully before you invest. 
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