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Study suggests differences may be disappearing

A 2020 Bank of America study examined 401(k) participation rates,
contribution rates, investment allocations, balances, and leakages for the 4.6
million participants in the company's record-keeping systems. In addition to
breaking the data out by gender, the report also includes results by
generation. The authors conclude that participation rates are lower for
women than men; contribution rates are roughly equal; equity allocation is
lower for women than men; and women are more likely to borrow or take

hardship distributions.

While these results are all borne out in the data, | think that the pattern by
generation is also really interesting. The picture that emerges is that
differences between men and women are disappearing over time. This
conclusion must be somewhat tentative since we are looking at each
generation at a different stage in the life cycle (Boomers ages 55-73, Gen

Xers 39-54 , and Millennials 23-38). Nevertheless, the pattern is tantalizing.

The tables below show three developments. First, participation rates for
women, historically below those for men, are higher for Millennials (see
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Table 1). Second, the percentage of women'’s 401(k) assets allocated to
equities, historically below that for men, is also higher for Millennials (see
Table 2). And third, while balances for women remain below those of men,
women'’s balances as a percentage of men'’s appear to be increasing over the
generations (see Table 3). Contribution rates are not shown because they

remain the same across gender and generation.

Table 1. Participation Rates by Gender and Generation

Generation Women Men Women - M?n
percentage points
Baby Boomers 74.8% 78.4% -3.6%
Generation Xers 74 .4 80.2 -5.8
Millennials 66.2 64.8 +1.4

Table 2. Equity Allocation by Gender and Generation

Generation Women Men Women - Men

percentage points
Baby Boomers 50% 62% -12%
Generation Xers 66 74 -8
Millennials 94 92 +2

Table 3. 401 (k) Balances by Gender and Generation

Generation Women Men Women/Men
Baby Boomers $24,539 $46,332 53%
Generation Xers 20,359 34,323 59
Millennials 4713 6,921 68

Sowrce: Bank of America, Chief Investment Office. June 2020, “Gender Lens in Defined Contribution (DC) Plans.”
Charlotte, NC.

The final table shows the pattern for 401(k) loans and hardship withdrawals.
Loans repeat the pattern identified above - in earlier generations, women
were more likely to borrow against 401(k) balances; for Millennials the
pattern is reversed. In terms of hardship withdrawals, women in all

generations are more like to withdraw funds.



Table 4. Percentage of 401(k) Participants Taking Loans and Hardship Withdrawals by Gender
and Generation

. Loans Hardship
Generation Women Men Women Men
Baby Boomers 5.1% 4.0% 0.1% 0.1%
Generation Xers 8.6 8.2 0.4 0.2
Millennials 4.2 4.8 0.2 0.1

Sowrce: Bank of America, Chief Investment Office. June 2020, “Gender Lens in Defined Contribution (DC) Plans.”
Charlotte, NC.

So what's the bottom line? My take is the reason for the continued shortfall
in 401(k) balances for Millennial women versus men must rest on salary
differences, given that the contribution rates are the same across gender,
women are more likely to participate, women allocate more to equities, and
women are less likely to take out a loan. It's true that women are more likely
to take a hardship withdrawal, but the tiny percentage engaging in that

activity would be unlikely to affect the outcome.



