
 

 

Financial planning tools for employees 

The transition from defined benefit to defined contribution pension schemes brought with it the 

realisation that employees were ill-prepared to make vital investment decisions affecting their 

retirement income.  The US market was several years ahead of the UK in this respect and employers 

there felt both a moral and fiduciary responsibility to offer their workers some form of planning 

tools to assist them in making an informed choice especially within 401 (k) plans. 

So it was that back in 1998, Financial Engines became the pioneer of online investment advice with 

the launch of the first independent Online Advice platform.  Co-founded by the Nobel Prize-winning 

Professor Bill Sharpe, Financial Engines is now used by 131 of the Fortune 500 firms and 8 leading 

retirement plan providers including Fidelity, J.P. Morgan and Vanguard.  Importantly, plan sponsors 

using Financial Engines may obtain one or more fiduciary safe harbors, including liability protection 

under ERISA's Investment Manager provisions.   

Additionally, Financial Engine’s also offers a full-service as well as self-service option through a 

Professional Management Program that meets the Department of Labor's Qualified Default 

Investment Alternative (QDIA) criteria.  As a managed account, it's the only type of QDIA that can 

offer full safe harbor protection to those plans that include company stock – no small attraction in 

the post-Enron environment. The firm claims to have served over a million users which seems 

impressive at first glance but these online tools have not been without their critics from the point of 

view of employee needs.  It might be remembered that auto-enrolment, safe harbour, the SMART 

(save more tomorrow) campaign and other initiatives favouring compulsion over pure education 

were all in response to the failure to engage large numbers of employees through online retirement 

planning tools.  In 2008-9, investors mocked their 201(k) plans such had been the fall in their 

balances and it seemed that even the most sophisticated stochastic modelling tools had failed to 

envisage the Black Swan year in the investment markets.  Are workplace investment tools more of a 

protection from litigation for employers then, rather than a real benefit to employees in making an 

informed choice? 

What we do know is that behavioural finance experts have given us a lexicon of descriptions for 

consumer traits that we can recognise – inertia, anchoring, overconfidence, sunk cost fallacy etc.  If 

markets are inefficient and consumers are not rational agents (to use the jargon) then what sort of 

scheme designs and tools can really assist?   

In the UK, the current drift seems to be towards genuine pension simplification (single-tier) and the 

aggregation of the 44,000 small schemes into a much smaller and better managed number along the 

lines of the Australian “Super” experience.  Cue the NAPF supporting the introduction of Super trusts 

or industry-wide schemes as a vehicle for better DC pension provision and the appearance of ATP of 

Denmark as a provider.  ATP has yet to reveal its investment choice in the UK but in Denmark life is 

simple – there is no choice, just a single default.  Others have eyed the US safe harbour funds to 

encourage employer and employee confidence – all of which would seem to negate the need for 



workplace financial planning tools in the accumulation phase of retirement planning, at least for the 

bulk of employees. 

Given that Group ISAs have yet to take off (just 24 in place at the time of writing) and that the self-

invested part of Group SIPPs is a minority sport, it is not difficult to conclude that employees neither 

want nor need to be provided with tools for DIY pension investing.  This may well be true if plan 

design is geared to inoculating members from financial self-harm in relation to their current pension 

arrangement but this would still fall well-short of providing holistic financial planning.  Older 

employees may well have retirement pots from previous employment or part DB, part DC service 

and, if aggregated with State benefits, may put their contribution needs into a proper context.  Apart 

from legacy pensions, employees may be looking to other assets to provide a retirement income, not 

least their residential property.  Finally, there is the tricky decumulation phase as flexibility brings far 

more choice to some.  Interestingly, Financial Engines in the US has recently brought out a new 

module called Income+, aimed at delivering a steady income in retirement.  A challenging 

investment feat, providers of structured products and variable annuities have been looking at 

modelling tools to guide consumers through complex guaranteed income products.  In other words, 

employees still have lots of scope to cause themselves a great deal of financial stress and this leads 

in turn to stress, absenteeism and dissatisfaction in the workplace. 

Despite the trends towards engineering away the need for asset allocation and risk assessment by 

members, a new breed of personal financial management (PFM) tool is beginning to make its 

presence felt.  Finovate is a showcase event for new PFM technology, covering cards, payments and 

investments.  Alumni include Mint, acquired by Intuit and others that have gone on to make a 

significant impact.  At the Spring 2011 event, HelloWallet made its appearance and it is already 

making a mark amongst the Fortune 500 target market.   

Recognising a similar advice gap to that in the UK, Matt Fellowes set up HelloWallet with a 

philanthropic as well as a commercial ethos.  For every five members HelloWallet offers a free 

subscription to a family in need sourced through community partners.  HelloWallet markets to 

working class people making between $20,000 and $100,000 a year. Its main goal is to give advice on 

personal finance topics and information of 50,000+ financial products including checking accounts, 

savings accounts, money market funds, and more. Other services include 24/7 money management 

and monitoring, personalized bank shopper service, custom financial plans, savings opportunities 

and finance advice “tailored” to each person.  What also sets HelloWallet apart from the gamut of 

other personal finance websites already out there is its member support and commitment to being 

affiliate-free and advertisement-free.  A subscription is $4 per month per member 

From launch last May, HelloWallet has sold over 200,000 memberships via large employers.  It states 

that: 

 "Average take-up rates among Fortune 500 employer partners of HelloWallet also continue to 

exceed industry standards, now up to an average 20 percent enrolment rate within 3 months of 

launching."  Finovate website, 16 September. 



It has also signed up arrangements with several employee benefit firms giving a potential coverage 

of up to 7 million US workers and has even gained an endorsement from former President Bill 

Clinton. 

Early signs seem promising with average savings found of $400 per member; increased savings of 

$2,100 and accelerated debt repayments for the average employee in a Fortune 200 firm after 3 

months. At its heart is a cashflow forecasting tool, aggregating accounts and automatically 

categorising spending together with a smart CRM system that supplies daily financial health 

messages, tracking goals and assets versus liabilities.  Imbued with behavioural finance expertise it 

provides financial fitness programmes with a structured approach to improved financial health.  

Employers are provided with quarterly reports on the ROI achieved across the active members, 

rather than relying upon the paternalism of employers for support. 

Innovation of this kind is not confined to the US market and similar kinds of PFM tools have been 

emerging here.  One which Bluerock has been involved in is MoneyVista.com, a soon to launch 

proposition from Royal London.  Like HelloWallet it is advertising and affiliate free being 

subscription-based and independent.  Although not aimed at the employer market, it does represent 

a step forwards in non-regulated, holistic, online financial planning covering goals, retirement, 

protection, loans and investment matters.  The integrated nature of HelloWallet and MoneyVista 

move planning tools away from point solutions focused on pensions or other products and simple 

calculators into a full financial lifetime view, enabling consumers to be as self-directed as they 

choose but with pro-active support from tools that are continuously monitoring and running their 

plans; sending alerts and opening up a community of users. 

So whilst pension reforms might trend towards simplicity and removing investment choice from 

consumers, new and interactive tools are emerging that empower consumers across a broad 

spectrum of financial issues.  As in the past, the extent to which employers and providers capitalise 

upon these developments will depend upon whether they have a mindset that is about compliance 

or competition – to differentiate and engage or commoditise and dumb-down.  Not an entirely new 

choice for large employers but now an emerging opportunity for smaller firms too with access to a 

new generation of low-cost online services to offer their employees.  
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