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Individual Retirement Account Balances, Contributions, Withdrawals, and Asset Allocation Longitudinal Results 2010–2015: The EBRI IRA Database By Craig Copeland, Ph.D., Employee Benefit Research Institute A T



A



G L A N C E



Individual retirement accounts (IRAs) represent the largest single repository of U.S. retirement plan assets, and are a vital component of U.S. retirement savings, holding one-quarter of all retirement plan assets in the nation. In response to this growing importance, the EBRI IRA Database was developed by the Employee Benefit Research Institute (EBRI) to analyze the status of and individual behavior in IRAs. This is the fourth annual IRA database study of longitudinal changes in IRAs, supplementing annual cross-sectional analyses. This Issue Brief, using the EBRI IRA Database, specifically examines the trends in account balances, contributions, withdrawals, and asset allocation in IRAs from 2010‒2015. Results from both the annual crosssectional sample and a consistent sample of IRA owners who have been in the database in each year from 2010‒ 2015 are presented. This allows for the investigation of the behavior in IRAs that are continuously maintained, instead of the results being affected by new and former IRA owners. 



Account balances: Not surprisingly, results show significantly higher balances in the consistent sample of IRA owners compared with the annual cross-sectional sample. While the cross-sectional overall average balance increased 36.1 percent from 2010 to 2015, the increase for those IRA owners who continuously owned IRAs from 2010‒2015 was 47.1 percent.







o



For consistent account owners, the distribution of actual changes in the account balances was measured. The lowest 25 percent (regardless of age) had increases less than 0.1 percent since 2010. On the other hand, the highest 25 percent of balance increases exceeded 87.3 percent. Consistent Roth-IRA owners experienced a much higher distribution of increases, with the lowest 25 percent of balance increases for IRAs topping out at 29.7 percent, and the highest 25 percent exceeding 117.3 percent.



o



For consistent account owners, the overall average balance increased each year including 2015—from $99,603 in 2010 to $99,960 in 2011, to $113,564 in 2012, to $134,781 in 2013, to $146,308, in 2014, and to $146,513 in 2015. Average balances for each gender also increased each year. The median values followed a continual upward trend across all IRA owner groups, except for those ages 65 or older.



Contributions: There were considerable differences by IRA type in the likelihood of consistent account owners contributing to the IRA and in the number of years contributions were made. Among Traditional IRA owners, 87.2 percent did not contribute to the IRA in any year, while 1.8 percent contributed in all six years. In contrast, 60.1 percent of Roth IRA owners did not contribute in any year and 9.7 percent contributed in all six years. Roth IRA owners ages 25‒29 were the most likely to contribute in any year at 64.1 percent, and Roth IRA owners ages 30‒ 34 were most likely to contribute in all six years at 15.0 percent.







o



While the percentage of individuals contributing in each year remained relatively consistent across the six years, the percentage of contributors that contributed the maximum rose from 43.5 percent in 2010 to 53.5 percent in 2012. Increases during that time occurred for each IRA type, with owners of Traditional IRAs having higher likelihoods of contributing the maximum in each year. However, in 2013, with the increase in the maximum allowable contribution, the percentage contributing the maximum overall fell from 53.5 percent in 2012 to 43.3 percent in 2013. Similar percentage-point drops occurred for both Traditional and Roth IRAs. In 2014, the likelihood of contributing the maximum among those who contributed increased again, reaching 55.4 percent, before a slight decline in 2015 to 54.4 percent.



o



The overall average contribution increased each year through 2013 before a slight decline in 2014 and a small increase in 2015. In 2010, the average contribution was $3,335, increasing to $3,723 in 2011, to $3,904 in 2012, and to $4,145 in 2013, before declining to $4,119 in 2014 and increasing to $4,169. This pattern of multiyear increases followed by a decrease in 2014 occurred in the average contribution for each known age and gender group of contributing owners of IRAs, except for those IRA owners ages 60 or older. In 2015, the average contribution increased in each age and gender group, except for those under age 25 and those who were female.



Asset allocation: For the annual cross-sectional snapshot, the percentage allocated to equities decreased from 45.7 percent in 2010 to 44.4 percent in 2011 before a sharp increase in 2012 to 52.1 percent, subsequent increases to 54.7 percent in 2013, and to 55.7 percent in 2014, then a decline in 2015 to 54.7 percent. The amount allocated to balanced funds was constant from 2010 to 2011 before a slight decline in 2012 and an even smaller uptick in 2013, 2014, and 2015, while the percentage in money increased in 2011 and fell through 2014 before leveling off in 2015.







o



Among consistent account owners, the changes in the asset allocation from 2010 to 2012 were relatively small. For instance, the share of assets allocated to equities in 2010 was 44.5 percent and 46.4 percent in 2012, with a decline to 44.2 percent in 2011. However, after 2012, the percentage allocated to equities increased, reaching 53.1 percent in 2014, before a slight retrenchment in 2015 to 52.6 percent. The percentages allocated to bonds, money, and other assets all fell from 2010 to 2015, while the percentage allocated to balanced funds inched upward.



o



Just over one-quarter (27.1 percent) of IRA owners in the consistent sample had zero percent allocated to equities in 2010 and 2015, while 16.8 percent had 100 percent allocated to equities in both years.



Withdrawals: Among consistent account owners, the percentage of individuals taking a withdrawal from a Traditional or Roth IRA rose from 14.6 percent in 2010, to 18.4 percent in 2011, to 19.6 percent in 2012, to 21.0 percent in 2013, to 22.6 percent in 2014, and to 23.8 percent in 2015. Furthermore, the percentage of consistent account owners ages 71–79 in 2015 who took a withdrawal increased from 34.4 percent in 2010 to 80.5 percent in 2015. o



This pattern is the result of the increasing percentage of individuals in this sample surpassing the required-minimum-distribution (RMD) age each year due to the sample size being constant from year to year. Moreover, the likelihood of taking a withdrawal increased with age.
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Individual Retirement Account Balances, Contributions, Withdrawals, and Asset Allocation Longitudinal Results 2010–2015: The EBRI IRA Database By Craig Copeland, Ph.D., Employee Benefit Research Institute Introduction Individual retirement accounts (IRAs) are a vital component of U.S. retirement savings, holding one-quarter of all retirement plan assets in the nation (Figure 1). A substantial and growing portion of these IRA assets originated in other tax-qualified retirement plans, such as defined benefit (pension) and 401(k) plans, and were moved to IRAs through rollovers from those plans. The Employee Benefit Research Institute (EBRI) developed the EBRI IRA Database to analyze the status of and individual behavior in IRAs. This database complements the EBRI/ICI Participant-Directed Retirement Plan Data Collection Project, which has detailed data on 401(k) plan participants. The EBRI IRA database has been an ongoing project since 2010, and this is the fourth annual study of longitudinal changes in IRAs. In addition, annual crosssectional analyses of the EBRI IRA Database are conducted.1 This Issue Brief, using the EBRI IRA Database, specifically examines the trends in in account balances, contributions, withdrawals, and asset allocation in IRAs from 2010‒2015.2 Results from both the annual crosssectional samples and a consistent sample of IRA owners who have been in the database in each year from 2010‒2015 are presented. This allows for a look at the overall market as well as how individual IRA owners behave over time when they continue ownership.



Data The EBRI IRA Database is an ongoing project that collects data from various types of IRA administrators. For year-end 2015, it contains information on 27.9 million accounts owned by 22.1 million unique individuals, with total assets of $2.76 trillion.3 For each account within the database, the IRA type, account balance, contributions made, rollovers transferred during the year (if any), withdrawals taken, asset allocation, and certain demographic characteristics of the account owner are included (among other items). As part of this longitudinal study, a sample of consistent account owners is constructed. This sample contains all the IRA owners who have a positive account balance in each year of the database from 2010‒2015. The sample includes 8.75 million individuals having accounts amounting to $1.28 trillion (2015 value). The consistentaccount-owner sample is slightly smaller for the portion of the study on asset allocation, as complete asset allocation information is not available for some individuals. This results in 8.0 million individuals holding $1.21 trillion (2015 value) in assets making up the consistent-account-owner asset allocation sample. In Figure 2, the distributions of the samples can be compared across the age and gender of the account owners and the account balances and IRA types of the accounts held. The distributions are relatively similar except for the consistent-account-owner sample being more weighted toward higher balances than the all-one-year cross-sectional snapshot sample. The distributions of IRA types are particularly close, with the four IRA types (Traditional-originating from contributions (TOFC), Traditional-originating from rollovers (TOFR), Roth and SEP/SIMPLE) included in the consistent sample having distributions within 7 percentage points of the other samples.4
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Figure 2 Distribution of Individual Retirement Accounts, by IRA Data and Various Characteristics, 2015



All Gender Female Male Unknown Age Less than 25 25-44 45-54 55-64 65-69 70-74 75-84 85 or older Unknown



Longitudinal Longitudinal All Complete Asset All Complete Asset Individuals Longitudinal Allocation Individuals Longitudinal Allocation 100.0% 100.0% 100.0% All 100.0% 100.0% 100.0% Account Balance 27.7 41.7 42.0 Less than $10,000 31.2 24.7 23.8 33.3 50.7 51.2 $10,000-$24,999 14.5 13.5 13.5 39.0 7.6 6.8 $25,000-$49,999 12.9 13.7 13.8 $50,000-$99,999 13.5 15.3 15.4 2.1 0.3 0.3 $100,000-$149,999 7.2 8.3 8.4 24.2 19.7 19.4 $150,000-$249,999 7.6 8.8 9.0 20.8 23.0 22.7 $250,000 or more 13.2 15.7 16.2 24.5 26.1 26.1 Type* 10.7 11.5 11.7 Traditional-Cont. 40.0 38.6 41.5 7.2 8.3 8.4 Roth 29.6 34.5 35.5 7.2 8.6 8.8 Traditional-Rlvr 36.4 43.2 43.5 2.2 2.5 2.6 SEP/SIMPLE 8.0 10.7 11.6 1.0 0.1 0.1 All Traditional 73.5 76.8 78.2



*The type for the longitudinal data adds to more than 100% due to the individuals potentially having more than one IRA. Source: EBRI IRA Database.
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Account Balances 2010–2015 While each year’s database is a unique snapshot (cross section) of that year’s IRA balances, it is informative to compare the results between years to consider changes in account balance trends. The first comparison is conducted by examining each year’s snapshot. The second comparison focuses only on those individuals who have at least one account with a positive balance in the database in each year of the analysis (2010–2015). Focusing just on such “consistent account owners” not only allows the analysis to focus on the activity within these accounts over an extended period of time, but also controls for changes in the aggregate and average balances resulting from the additions and subtractions from the database because of new data providers into the database, as well as accounts being opened and closed. Furthermore, the distribution of the growth in the balances across each account holder in the study can be deduced.5



Snapshot Comparison—The average balance for each year’s full sample decreased from $91,864 in 2010 to $87,668 in 2011 before increasing to $105,001 in 2012, $119,804 in 2013, and $127,583 in 2014 and then decreased in 2015 to $125,045—an increase of 36.1 percent from 2010 to 2015, but a decrease of 2.0 percent from 2014 to 2015 (Figure 3). The median followed the same pattern, going from $25,296 to $23,785 to $27,987 to $32,179 to $33,185 to $31,742, representing an increase of 25.5 percent between 2010 and 2015 and a 4.3 percent decrease between 2014 and 2015. The same down, then-up, then-down pattern in average balances occurred for each gender and among Traditional IRAs. However, the average balance continued up in 2010–2014 for those accounts owned by 35-to-49-year-olds. Above those ages, the pattern of a decrease in average balance in 2011 and an increase in average balance in 2012‒ 2014 resulted. Below age 35, another year of declines resulted before balances increased in 2013 and 2014. The average balance for Roth and SEP/SIMPLE IRAs increased each year. For 2015, all categories experienced a decline in the average balance, regardless of their prior trend.



Consistent-Account-Owner Comparison—In order to compare the experience of the same account owners longitudinally, the consistent-account-owner sample is used. Each individual’s accounts are studied to determine the change in his or her IRA balances and contribution behavior during 2010–2015. This provides a more accurate picture of account growth, rather than relying on aggregate database totals, which might include new individuals or might exclude individuals who no longer have an account. This allows for a better understanding of account growth and contribution activity among those maintaining IRAs. For consistent account owners, the overall average balance increased each year including 2015—from $99,603 in 2010 to $99,960 in 2011, to $113,564 in 2012, to $134,781 in 2013, to $146,308, in 2014, and to $146,513 in 2015 (an increase of 47.1 percent) (Figure 4). This increase occurred across each known owner age group except for owners ages 70 or older. Furthermore, the average balances in both Roth and SEP/SIMPLE IRAs increased each year, while the average balance among Traditional IRA owners declined in 2011 and 2015. Only the average balance for females increased each year. The median account balance for all IRAs followed the same continual upward trend as the average balance. The exception being male owners, as their median balance increased each year. While comparing the averages and medians is instructive, it does not show the full range of the changes in the individuals’ IRA balances. The full distribution of these account-level changes is an important consideration, as different individuals could experience significantly different changes between years, particularly in view of the varying levels of contributions to and withdrawals from the accounts as well as the asset allocation within the accounts. Using the experiences of the consistent account owners, the 25th percentile, median, and 75th percentile of the resulting percentage changes of these individuals’ balances are presented in Figure 5. The median percentage change in the account balances for the consistent account owners was an increase of 42.6 percent from 2010 to 2015. This means that half of the individuals had an increase greater than that amount and the other half either had a smaller increase, no change, or a decline. Furthermore, at the 25th percentile, a 0.1 percent increase resulted, meaning that 25 percent of the consistent account owners had an increase smaller than 0.1 percent. The highest (fourth) quartile of balance changes had growth rates equal to or surpassing 87.3 percent.
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88,403 24,798 123,426 55,733 103,346



21,986 10,290 16,236 25,683 36,968 50,998 74,046 92,196 129,976 170,672 162,857 108,765



71,112 120,719 85,037



All



Type Traditional-Conts.^ Roth Traditional-Rlvrs^ SEP/SIMPLE All Traditional



Age Under 25 25-29 30-34 35-39 40-44 45-49 50-54 55-59 60-64 65-69 70 or Older Unknown



Gender Female Male Unknown 66,529 114,745 76,604



11,434 12,278 18,106 27,664 38,354 51,006 66,771 86,572 116,415 145,575 144,252 280,290



78,051 25,741 110,918 56,479 98,797



81,700 139,467 85,230



11,165 11,009 17,704 29,202 42,826 59,471 80,525 108,074 147,739 191,208 192,961 160,233



97,286 31,288 134,354 67,457 118,645



96,339 160,589 91,853



13,103 12,537 20,456 33,784 49,948 68,683 91,976 122,957 165,139 212,812 219,790 126,759



112,943 37,010 150,261 79,424 134,791



94,774 153,649 128,631



13,264 12,552 21,120 34,903 52,582 72,177 96,726 130,459 175,418 224,144 232,389 177,699



120,163 39,544 157,277 84,599 142,780



94,479 149,636 125,726



11,531 11,648 20,257 33,222 50,902 70,197 94,355 127,060 171,918 217,688 228,818 170,940



119,286 38,834 153,865 82,993 140,955



23,246 32,752 22,820



5,782 4,769 7,229 10,819 14,745 19,329 24,505 31,762 42,998 58,965 56,198 35,255



29,756 11,471 38,138 15,471 32,647



Average 2011 2012 2013 2014 2015 2010 $87,668 $105,001 $119,804 $127,583 $125,045 $25,296



21,642 30,704 19,916



3,238 4,488 6,612 10,072 13,751 18,312 23,216 29,080 38,838 50,122 49,994 116,475



24,721 11,344 31,944 15,711 28,457



2011 $23,785



27,826 40,103 26,589



3,360 4,721 7,036 11,003 15,770 21,463 28,056 36,363 49,899 66,852 65,419 43,666



32,161 12,796 39,172 17,794 35,803



30,660 43,449 23,576



3,708 5,000 7,661 12,325 17,745 24,264 31,692 41,149 55,807 75,277 75,627 45,801



37,611 15,190 43,535 20,257 40,996



Median 2012 2013 $27,987 $32,179



29,651 41,057 30,923



3,433 4,826 7,531 12,138 17,864 24,564 32,639 42,950 59,138 79,928 80,500 44,692



39,389 15,847 43,598 20,604 42,157



2014 $33,185



Source: EBRI IRA Da taba s e.



The Tra di tiona l -ori gi na ting from rol l overs do provi de a n es tima te of the dol l a rs tha t ha ve been moved i nto a new IRA.



recei ved contri butions or rol l overs a fter thei r ori gi na tion, s o thes e a re NOT proxi es for empl oyment-ba s ed dol l a rs vers us IRA-onl y dol l a rs .



^Tra di tiona l -Conts .=Tra di tiona l --ori gi na ting from contri butions , Tra di tiona l -Rl vr=Tra di tiona l -ori gi na ting from rol l overs . Both of thes e a ccounts coul d ha ve



2010 $91,864



Figure 3 Average and Median Individual IRA Balances, by IRA Type, Age, and Gender, 2010-2015



28,129 38,603 29,771



3,565 4,622 7,113 11,244 16,738 23,439 31,440 41,733 57,859 78,612 80,968 37,942



38,615 15,327 41,841 19,590 41,032



2015 $31,742
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0.3 1.2 3.9 6.4 8.3 10.6 12.4 13.5 12.6 11.5 19.4 0.1



41.6 50.6 7.8



Age & Under 25 25-29 30-34 35-39 40-44 45-49 50-54 55-59 60-64 65-69 70 or Older Unknown



Gender Female Male Unknown 73,146 124,849 77,030



15,090 8,841 11,216 18,182 29,132 42,113 59,301 81,025 111,589 159,650 207,360 121,151



86,942 27,239 123,692 62,329 112,428 82,812



2010 $99,603



74,179 124,903 75,761



15,995 10,056 12,593 19,558 30,469 43,240 60,267 82,361 114,087 161,158 203,123 122,776



87,297 27,715 121,894 64,471 111,739 75,605



2011 $99,960



83,624 139,566 104,683



19,053 12,892 16,018 24,237 36,845 51,458 70,931 96,388 132,769 183,890 221,341 143,695



98,505 33,347 134,810 74,094 124,898 48,188



99,572 163,745 134,795



25,723 17,531 21,618 31,778 47,172 64,959 88,528 118,799 161,201 217,092 249,863 174,103



116,908 41,551 155,394 89,537 145,822 55,299



108,544 177,287 146,897



28,387 20,933 25,507 36,760 53,913 73,447 99,411 133,090 179,682 236,488 258,671 185,791



126,179 46,141 165,943 97,508 156,805 63,829



109,335 176,615 149,662



28,978 22,905 27,637 39,097 56,611 76,375 102,929 137,509 184,504 238,158 246,254 173,066



125,996 47,101 164,146 98,047 155,811 65,196



Average 2012 2013 2014 2015 $113,564 $134,781 $146,308 $146,513



24,236 34,710 21,492



5,452 4,715 5,622 8,530 12,411 17,273 23,307 30,298 40,375 58,650 80,628 41,901



28,919 12,214 38,481 18,952 34,523 17,235



2010 $28,465



The IRA types a dd to more tha n 100 percent, beca us e i ndi vi dua l s ca n own more tha n one type.



24,895 35,067 21,559



6,532 5,480 6,617 9,219 12,935 17,587 23,617 30,759 41,150 59,099 78,194 42,629



28,724 12,791 37,375 20,010 33,966 20,808



2011 $28,936



28,677 40,260 28,765



8,404 7,182 8,229 11,089 15,392 20,683 27,650 36,041 47,992 67,784 84,677 56,930



32,898 15,307 41,438 23,125 38,450 8,427



35,027 49,270 38,150



11,243 9,774 10,620 14,017 19,422 26,006 34,531 44,776 58,922 81,379 95,699 70,379



39,967 19,153 48,273 27,894 45,899 8,445



Median 2012 2013 $33,703 $41,524



The Tra di ti ona l -ori gi na ti ng from rol l overs do provi de a n es ti ma te of the dol l a rs tha t ha ve been moved i nto a new IRA.



Source: EBRI IRA Da ta ba s e.



The i ndi vi dua l 's a ge i s from 2015.



&



recei ved contri buti ons or rol l overs a fter thei r ori gi na ti on, s o thes e a re NOT proxi es for empl oyment-ba s ed dol l a rs vers us IRA-onl y dol l a rs .



^Tra di ti ona l -Conts .=Tra di ti ona l --ori gi na ti ng from contri buti ons , Tra di ti ona l -Rl vr=Tra di ti ona l -ori gi na ti ng from rol l overs . Both of thes e a ccounts coul d ha ve



#



*The cons i s tent s a mpl e ha s onl y the i ndi vi dua l s wi th a t l ea s t one a ccount i n ea ch yea r (2010-2015) of the da ta ba s e.



38.6 34.4 43.1 10.7 76.6 0.6



Type # Traditional-Conts.^ Roth Traditional-Rlvrs^ SEP/SIMPLE All Traditional Unknown



All



2015 100.0%



Figure 4 Distribution and Average and Median IRA Balances of a Consistent Sample* of Individuals, by IRA Type, Age, and Gender, 2010-2015



38,230 53,620 41,884



13,134 11,681 12,055 15,633 21,473 28,651 38,086 49,406 64,652 87,937 97,929 76,439



43,022 21,121 51,187 29,765 49,222 8,894



2014 $45,269



38,455 53,635 42,552



14,143 12,842 12,756 16,148 21,911 29,202 38,938 50,379 65,517 87,546 91,737 69,946



42,690 21,447 50,322 29,685 48,657 9,382



2015 $45,458



Figure 5 Distribution of IRA Balance Changes for a Consistent Sample* of Individuals from 2010 to 2015, by IRA Type, Age, and Gender



All



Total Percentile 25th Median 75th 0.1% 42.6% 87.3%



Traditional^ Percentile 25th Median 75th 0.0% 31.6% 71.5%



Age # Under 25 25-29 30-34 35-39 40-44 45-49 50-54 55-59 60-64 65-69 70 or Older Unknown



41.6 36.5 2.6 0.2 3.5 7.8 10.3 12.1 6.4 0.1 -13.6 4.5



83.9 102.1 71.5 58.3 54.9 54.7 53.7 52.1 47.2 37.2 9.0 42.3



217.1 282.2 191.9 136.9 108.3 96.9 93.8 91.9 89.8 80.0 41.1 111.0



0.0 0.0 0.0 0.0 0.1 0.1 0.2 5.8 1.5 0.0 -15.5 0.1



30.1 6.7 21.4 38.6 42.2 44.7 44.8 44.7 40.9 31.6 5.4 30.6



64.6 79.0 77.0 79.4 80.0 80.4 80.5 80.1 79.7 72.0 34.1 68.5
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106.6 118.6 85.2 75.4 69.1 68.3 68.1 68.3 64.6 58.8 52.4 63.5



245.3 277.4 190.1 140.5 114.6 105.4 107.4 113.2 111.3 100.2 81.7 98.1



0.1 0.0 0.0



44.2 39.6 39.6



85.8 84.4 84.4
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Gender Female Male Unknown



25th 29.7%



Roth Percentile Median 75th 67.7% 117.3%



*The cons i s tent s a mpl e ha s onl y the i ndi vi dua l s wi th a t l ea s t one a ccount i n ea ch yea r (2010-2015) of the da taba s e. ^Incl udes a l l Tra di tiona l IRAs . #The i ndi vi dua l 's a ge i s from 2015. Source: EBRI IRA Da taba s e.



The growth rates for Roth IRA balances were higher both overall and for each age and gender. The median Roth IRA increase was 67.7 percent from 2010 to 2015, compared with 31.6 percent for all Traditional IRAs. A major factor in these different rates of increase was that new contributions (or conversions) made up a larger portion of Roth IRA



balances than Traditional IRA balances, which magnified the impact of contributions. The significant differences in the distribution of percentage changes in the balances at ages 70 or older is due to the required minimum distribution (RMD) rules that require individuals to make withdrawals out of Traditional IRAs starting April 1 of the year following the calendar year in which they reach age 70-½. These rules do not apply to Roth IRAs, which explains the continued increases found at this age for Roth owners. Even with the required withdrawals, more than half of these Traditional IRA owners had balances in 2015 that were larger than they were in 2010, meaning that the returns they received during those years were equal to or larger than the amount they may have withdrawn.6 The overall growth shows the change in the balances from one year to another year. The geometric mean measures the average annual growth rate of the account balances.7 The median of the distribution of the geometric means of the growth rates for all of the individual IRA balances from 2010 to 2015 was 7.5 percent, with a 25th percentile of 0.0 percent and a 75th percentile of 13.4 percent (Figure 6). The younger IRA owners had larger geometric means at the median and the 75th percentile. This was due to younger owners being more likely to contribute and less likely to withdraw. The genders had very similar distributions of geometric means, while there were only small differences in the geometric mean distributions for individuals with account balances of $5,000 or more. The individuals with account balances of less than $5,000 had a much lower geometric mean distribution. As would be expected given the distribution of the percentage changes in the account balances, the distribution of the account balances has shifted to higher-balance categories from 2010 to 2015 (Figure 7). In 2010, 20.2 percent of the consistent account owners had balances of less than $5,000. By 2015, this number was down to 17.8 percent, although ebri.org Issue Brief • Jan. 10, 2018 • No. 440
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it did reach 17.3 percent in 2014. Correspondingly, the percentage of consistent account owners with account balances of $250,000 or more increased from 9.9 percent in 2010 to 15.7 percent in 2015.



Figure 6 Distribution of the Geometric Means of IRA Balance Changes for a Consistent Sample* of Individuals from 2010 to 2015, by Age, Gender, and Account Balance



All Age # Under 25 25-29 30-34 35-39 40-44 45-49 50-54 55-59 60-64 65-69 70 or Older Unknown Gender Female Male Unknown Account Balance # Less than $5,000 $5,000-$9,999 $10,000-$24,999 $25,000-$49,999 $50,000-$99,999 $100,000-$149,999 $150,000-$249,999 $250,000 or more



25th 0.0%



Percentile Median 7.5%



75th 13.4%



7.5 5.4 0.0 0.0 0.8 1.9 2.4 2.6 1.3 0.0 -2.5 0.6
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0.0 7.8 8.7 9.6 10.0 9.3 8.3 7.3
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*The cons i s tent s a mpl e ha s onl y the i ndi vi dua l s wi th a t l ea s t one a ccount i n ea ch yea r (2010-2015) of the da taba s e. #The i ndi vi dua l 's a ge a nd the a ccount ba l a nce a re from 2015. Source: EBRI IRA Da taba s e.



Figure 7 Distribution of IRA Owners by Account Balance for a Consistent Sample* from 2010-2015



All Account Balance Less than $5,000 $5,000-$9,999 $10,000-$24,999 $25,000-$49,999 $50,000-$99,999 $100,000-$149,999 $150,000-$249,999 $250,000 or more



2010 100.0%



2011 100.0%



2012 100.0%



2013 100.0%



2014 100.0%



2015 100.0%



20.2 9.8 17.3 15.1 13.9 7.0 6.9 9.9



20.3 9.4 17.2 15.2 14.1 6.9 7.0 10.0



19.1 8.5 16.1 15.0 14.8 7.3 7.6 11.6



17.5 7.5 14.6 14.5 15.4 8.0 8.4 14.1



17.3 7.1 13.8 14.0 15.4 8.3 8.8 15.5



17.8 7.0 13.5 13.7 15.3 8.3 8.8 15.7



*The cons i s tent s a mpl e ha s onl y the i ndi vi dua l s wi th a t l ea s t one a ccount i n the da taba s e for ea ch yea r 2010-2014. Source: EBRI IRA Da taba s e.



Contributions 2010–2015 Snapshot Comparison—The percentage of individuals who contributed to their IRA in each year slightly increased from 12.1 percent in 2010 to 14.2 percent in 2014 before moving to 14.1 percent in 2015 (Figure 8). The percentage of individuals owning Traditional IRAs that contributed to them rose from 5.2 percent in 2010 to 7.1 percent in 2015. In contrast, Roth owners had higher contribution rates and an inconsistent trend: 26.0 percent in 2011, compared with 24.0 percent in 2010. After 2011, there was a decrease to 25.1 percent in 2012 before an increase to 25.8 percent in 2013 and to 26.4 percent in 2014 and 2015.
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While the percentage of individuals contributing remained relatively consistent across the five years, the percentage of contributors that contributed the maximum rose from 43.5 percent in 2010 to 53.5 percent in 2012 (Figure 8). Increases during that time occurred for each IRA type, with owners of Traditional IRAs having higher likelihoods of contributing the maximum in each year. However, in 2013, with the increase in the maximum allowable contribution, the percentage contributing the maximum overall fell from 53.5 percent in 2012 to 43.3 percent in 2013. Similar percentage-point drops occurred for both Traditional and Roth IRAs. In 2014, the likelihood of contributing the maximum among those who contributed increased again, reaching 55.4 percent, before an overall decline in 2015 to 54.4 percent. The overall average contribution increased each year through 2013 before a slight decline in 2014 and then increased in 2015 to surpass the 2013 level. In 2010, the average contribution was $3,335, increasing to $4,145 in 2013, before the decline to $4,119 in 2014 and increase in 2015 to $4,169 (Figure 9). This pattern of multiyear increases followed by a decrease in 2014 occurred in the average contribution rates for each known age and gender group of contributing owners of IRAs, except for owners ages 60 or older, whose average contributions continued up in 2014. Furthermore, the average contribution increased with the age of the IRA owners through ages 65–69 for each year, with the exception of 2011, when the increase stopped at ages 60–64 and in 2010 for those ages 30–34 and 70 or older. In 2015, all age and gender categories had increases in the average contribution amount from 2014, except for IRAs owned by those under age 25 and by females.



Consistent Account Owner Comparison—The likelihood of contributing to an IRA by consistent account owners decreased from 14.7 percent in 2010 to 14.3 percent in 2011, to 13.8 percent in 2012, to 13.7 percent in 2013, to 13.5 percent in 2014, and to 13.0 percent in 2014 (Figure 10).8 For Traditional IRA owners, the likelihood of contributing also declined, moving from 6.2 percent in 2010 to 6.0 percent in 2011 to 5.9 percent in 2012 and 2013, to 5.8 percent in 2014, and to 5.5 percent in 2015. Among Roth owners, there was a continuous decrease from 25.9 percent in 2010 to 19.7 percent in 2015. Of those contributing in a specific year, the likelihood of contributing the maximum increased each year through 2012 among both IRA types, reaching 57.8 percent for Traditional IRA owners ebri.org Issue Brief • Jan. 10, 2018 • No. 440
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and 49.4 percent for Roth owners. However, the percentage of those contributing the maximum decreased in 2013 for both IRA types, as the maximum allowed contribution increased.9 The percentage contributing the maximum decreased for contributing Traditional IRA owners to 46.7 percent and for Roth IRA contributors to 42.1 percent. The percentage contributing the maximum again increased in 2014 and 2015, reaching 55.5 percent and 46.5 percent, respectively.



Figure 9 Average Contributions to a Traditional* or Roth IRA, by Age and Gender, 2010-2015 All



2010 $3,335



2011 $3,723



2012 $3,904



2013 $4,145



2014 $4,119



2015 $4,169



Age Under 25 25-29 30-34 35-39 40-44 45-49 50-54 55-59 60-64 65-69 70 or Older Unknown



2,496 2,754 2,752 2,794 2,923 3,078 3,667 3,970 4,205 4,319 4,192 3,282



2,814 3,095 3,135 3,209 3,315 3,466 4,122 4,347 4,500 4,471 4,360 4,110



2,909 3,182 3,194 3,284 3,424 3,595 4,295 4,532 4,713 4,759 4,625 3,549



3,055 3,429 3,445 3,524 3,653 3,827 4,533 4,776 4,948 4,975 4,755 3,834



3,025 3,421 3,426 3,492 3,610 3,790 4,495 4,751 4,950 5,039 5,028 3,878



3,005 3,454 3,516 3,573 3,697 3,845 4,569 4,825 5,025 5,122 5,159 4,020



Gender Female Male Unknown



3,453 3,630 3,096



3,755 3,831 3,431



3,995 4,023 3,584



4,243 4,260 3,846



4,030 4,066 4,190



4,020 4,076 4,318



*Tra di tiona l IRAs i n thi s fi gure i ncl ude a l l Tra di tiona l IRAs . Source: EBRI IRA Da taba s e.
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This analysis also examines the persistence of consistent account owners’ contributing to IRAs or the number of years each individual contributed. Nearly 75 percent of consistent account owners did not contribute to their IRA in any of the years 2010–2015 (Figure 11). Contributions for those making them broke down as follows: 7.3 percent only contributed in one year, 4.0 percent contributed in two years, 3.1 percent contributed in three years, 2.7 percent contributed in four years, 2.9 percent contributed in five years, and 5.5 percent contributed in all six years. Looking at the different IRA types, considerable differences resulted in the likelihood of consistent account owners contributing to their IRAs and in the number of years contributions were made, with Roth owners being much more likely to contribute. Among Traditional IRA owners, 87.2 percent did not contribute to the IRA in any year, while 1.8 percent contributed in all six years. In contrast, 60.1 percent of Roth IRA owners did not contribute in any year and 9.7 percent contributed in all six years.10 Roth IRA owners ages 25‒29 were the most likely to contribute at least one year at 64.1 percent, and Roth IRA owners ages 30‒34 were the most likely to contribute in all years at 15.0 percent. These percentages continued downward as the age of the Roth IRA owners increased, reaching 19.6 percent who contributed in any year, and 2.2 percent who contributed in all six years among those ages 70 or older. There were no major differences for those ages 25–64 for Traditional IRA owners, as 1.6 percent to 2.9 percent contributed in all six years and 15.6 percent to 20.5 percent contributed in any year. When considering the number of years contributions were made, no significant gender differences among the consistent account owners were found. However, by account balance, those with balances in the $50,000–$249,999 range exhibited the highest likelihood of contributing in all six years, while the account balance groups just above and below those amounts had the next-highest levels of contributing in all six years. IRA owners with the lowest (less than $50,000) balances were the least likely to contribute. Consistent Roth IRA owners were more likely to contribute any amount, but consistent Traditional IRA owners who contributed were more likely to contribute the maximum allowed amount, except for those who contributed only in one year (Figure 12). Of the Traditional IRA owners who contributed in all six years, 35.9 percent contributed the maximum in all six years. For comparison, 23.8 percent of the Roth IRA owners who contributed in all six years contributed the maximum amount all six years. This same result followed for those who contributed in five years, four years, three years, and two years. The higher average IRA contribution for Traditional IRAs relative to Roth IRAs is due to more Traditional IRA contributors maxing out their contribution amount and the relative age distributions of the contributors (older contributors have larger average contribution amounts). The average Traditional IRA contribution in 2015 for all those making a contribution was $4,591, compared with $4,161 for all Roth IRA contributions (Figure 13). The average Traditional IRA contribution was also higher than the Roth average in 2010–2014. In addition, the average contribution for each IRA type increased from 2010–2015, expect for the leveling off of the average contribution to Roth IRAs in 2015. Consistent account owners identified as males had slightly larger average contributions than those identified as females for both Traditional and Roth IRA types. Furthermore, the average contributions increased each year except for Traditional IRAs owned by males in 2015. With a few exceptions, the larger the account balance, the higher the average contribution was as well as the average contribution increasing each year across all the account balances.



Withdrawals from Traditional and Roth IRAs: 2010—2015 Among the consistent account owners, the percentage of individuals taking a withdrawal from a Traditional or Roth IRA rose from 14.6 percent in 2010, to 18.4 percent in 2011, to 19.6 percent in 2012, to 21.0 percent in 2013, to 22.6 percent in 2014, and to 23.8 percent in 2015 (Figure 14). Furthermore, the percentage of consistent account owners ages 71–79 in 2015 who took a withdrawal increased from 34.4 percent in 2010 to 80.5 percent in 2015. This pattern
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Figure 11 Percentage of a Consistent Sample* of Individuals Owning IRAs from 2010-2015 Who Contribute for Various Numbers of Years, by IRA Type, Age, Gender, and Account Balance Roth
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was the result of the increasing percentages of individuals in this sample surpassing the RMD age each year due to the sample size being constant from year to year. 11 Moreover, the likelihood of taking a withdrawal increased with age for those ages 30 or above. While the percentage of consistent account owners taking a withdrawal in any one year was less than 24 percent, the percentage of consistent account owners who took a withdrawal in at least one of the six years was 34.9 percent (Figure 14). This broke down into 9.6 percent taking a withdrawal in only one year, 4.7 percent in two of the years studied, 3.6 percent in three of the years studied, 3.2 percent in four of the years studied years, 5.2 percent in five of the years studied, and 8.6 percent in all six years. The IRA-owning individuals younger than age 50 had similar likelihoods of taking a withdrawal during those six years, with around 60 percent of those taking a withdrawal doing so in only one year.12 However, at ages 50 and older, IRA owners were increasingly likely to have taken a withdrawal in more than one year, and, once the RMD age was attained, to have taken them in all six years. Almost all of the withdrawal activity was observed coming from Traditional IRAs, as the percentage of consistent Roth IRA owners who took a withdrawal was relatively constant at 2.6 percent in 2010 to 3.9 percent in 2015 (Figure 15). The percentage of Traditional IRA owners in the sample taking a withdrawal increased each year from 14.6 percent in 2010 to 23.8 percent in 2015, as the individuals in the sample aged.13 For consistent Traditional IRA owners, the distribution of the withdrawal rates for individuals who took a distribution was similar for 2010‒2015 for the 25th percentile and median, but in 2010 and 2011, the 75th percentile rates were significantly higher (Figure 16). In each year, the median withdrawal rate was between just below 5.0 percent and 6.0 percent (4.9 percent in 2013 to 5.9 percent in 2010). The 25th percentile was near 4 percent for each year, while the 75th percentile decreased from 21.9 percent in 2010 to 10.0 percent in 2015.
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Figure 13 Average Annual IRA Contribution for a Consistent Sample* of Individuals from 2010-2015, by IRA Type and Age, Gender, and Account Balance
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Figure 14 Percentage of Individuals From a Consistent Sample* of IRA Owners Who Took a Withdrawal and Number of Years Withdrawals Were Taken, by Age 2010-2015 Took a Withdrawal



All Age (in 2015) Less Than 30 30-39 40-49 50-59 60-64 65-70 71-79 80 or Older Unknown



Number of Years Taking Withdrawals



2010 14.6%



2011 18.4%



2012 19.6%



2013 21.0%



2014 22.6%



2015 23.8%



Zero 65.1%



One 9.6%



Two 4.7%



Three 3.6%



Four 3.2%



Five 5.2%



Six 8.6%



At Least 1 34.9%



3.5 4.7 5.9 6.8 7.4 14.4 34.4 67.8 19.3



4.7 4.2 5.4 7.1 9.2 17.7 51.7 84.8 25.5



4.9 4.1 5.1 7.1 10.5 19.0 59.5 84.9 29.0



5.2 4.3 5.1 7.2 12.0 20.2 67.9 84.5 31.7



5.6 4.3 5.2 7.4 13.8 21.6 76.2 84.9 32.4



5.9 4.4 5.2 7.5 15.2 25.2 80.5 84.2 32.0



86.8 83.6 82.8 81.3 73.6 60.1 12.5 8.4 56.9



7.5 11.3 10.1 8.9 10.4 13.3 7.6 2.5 8.1



1.9 2.9 3.3 3.5 5.2 6.6 10.0 2.1 3.6



0.8 1.1 1.6 2.1 3.5 5.1 11.2 2.6 4.3



0.5 0.5 0.9 1.4 2.5 4.3 11.6 4.5 6.2



1.0 0.4 0.7 1.4 2.4 4.8 20.0 20.8 8.6



1.5 0.3 0.6 1.4 2.5 5.9 27.1 59.1 12.3



13.2 16.4 17.2 18.8 26.4 40.0 87.5 91.6 43.1



*The consistent sample has only the individuals with at least one account in each year (2010-2015) of the database. Source: EBRI IRA Database.



When withdrawals by consistent account owners younger than traditional retirement age occur, they are generally thought to be the result of the need for money either because of a hardship (loss of job, medical bills, etc.) or due to insufficient funds held elsewhere by individuals to finance purchases (house, business, etc.), even though the resulting tax and premature withdrawal penalties imposed are significant. However, once an individual reaches retirement age, a withdrawal to cover expenses in retirement is the expected result from an IRA and is, in fact, a required result from a Traditional IRA for owners after they reach age 70-½. The rate of these withdrawals is important in determining the likelihood of having sufficient funds to last for the duration of an individual’s life, certainly where these balances are a primary source of post-retirement income. Given that the Traditional IRA is where the vast majority of post-retirement withdrawals occur, the remaining focus of this article will be on Traditional IRA withdrawal activity. For an analysis to establish the withdrawal trends and sustainability of those converting their IRA account balances into income, the most salient age to examine is when the owners reach the RMD age (generally age 70-1/2). In order to determine how, and how rapidly, the individuals in this group are withdrawing their money, for each individual who was age 70 or older in 2010 and withdrew money from their Traditional IRA in each year from 2010‒2015, the geometric mean of the six years of withdrawal rates was calculated. The median of these geometric means was 5.4 percent (Figure 17), and the 25th and 75th percentiles were not much different at 4.3 percent and 7.6 percent, respectively. Furthermore, given the required minimum withdrawal for these individuals, the 10th percentile was close to the median at 3.8 percent. At the 90th percentile, the rates reached a level (13.1 percent) that is not likely to provide similar income for many more years. Taking another step in this analysis, the geometric means of withdrawal rates from 2010‒2015 were calculated and broken out based on their initial 2010 level. For consistent account owners who had a withdrawal rate of less than 4.0 percent in 2010, the median geometric mean of the withdrawal rates from 2010‒2015 was 4.2 percent (Figure 18). The distribution of these geometric means was tight around the median, with a 10 th percentile of 3.5 percent and a 90th percentile of 6.7 percent. The next three groupings also were tight around the median. In fact, not until the initial withdrawal rates reached 7.5 percent or more did the distribution of the geometric means really spread out. Consequently, the withdrawal rate in the current year, in most cases, appears to be a good proxy for the rate an IRA owner will take out over the next few years. This consistent-account-owner sample allows for the determination of whether the amounts actually withdrawn by Traditional IRA owners ages 71 or older are in excess of what would be required to be taken out of Traditional IRAs under the RMD rules. The balances in the consistent sample are end-of-year balances, so dividing prior-year balances
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by the RMD factors provided by the Internal Revenue Service for the owner’s age in the current year determines the required amount to be withdrawn. When comparing the withdrawn amount with the calculated required amount, approximately one-quarter of the IRA owners ages 71 or older withdrew an amount in excess of that required (Figure 19). In 2011, the percentage withdrawing more than the required amount was 26.2 percent, and remained between 25 percent and 27 percent from 2012—2015.



Asset Allocation: 2010‒2015 Again in this section, each year’s unique snapshot (cross section) of that year’s IRA asset allocation is presented. However, the changes in asset allocation over time provide pertinent information about the behavior of IRA owners. Consequently, two types of comparisons are presented to examine the changes in asset allocation: Each year’s annual snapshot, and a consistent sample of individual IRA owners who have a Traditional, Roth, or SEP/SIMPLE IRA with a positive balance in the database and complete asset allocation data for each year from 2010‒2015.



Snapshot Comparison—The percentage allocated to equities decreased from 45.7 percent in 2010 to 44.4 percent in 2011, then a sharp increase in 2012 to 52.1 percent that continued to 54.7 percent in 2013 and to 55.7 percent in 2014 before declining again in 2015 to 54.7 percent (Figure 20). The amount allocated to balanced funds was relatively constant from 2010 to 2015, ranging from 9.5 percent to 10.9 percent. The percentages allocated to other assets decreased through 2014 before an uptick in 2015. For bonds, the allocation declined through 2012 before holding near 15 percent through 2015. The allocation to money bounced around from 8.9 percent to 13.0 percent. The equity allocation followed this trend of decrease then significant increase for each gender through 2013 before a decrease for males and females in 2014 and 2015. For the individuals with an unknown gender, the equity allocation continued with a significant increase in 2014 before leveling off in 2015. Among the various IRA types, the equity allocation decreased in 2011 then increased through 2014 and declined in 2015, except for TOFR IRAs, where the equity allocation increased each year through 2014, and SEP/SIMPLEs, where the equity allocation decreased in 2014.
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Figure 20 IRA Asset Allocation, Asset Weighted, Full Samples, by Various Characteristics, 2010-2015



Across ages and account balances, the overall pattern was followed only for those ages 25‒64 and for account balances of $100,000‒$249,999. For owners under age 25, the equity allocation declined in 2013, increased in 2014 and decreased in 2015, while for owners ages 65 or older, the equity allocation increased each year from 2010-2014 before decreasing in 2015. For account balances less than $50,000, the equity allocation decreased in 2013 and 2014, but for those with account balances of $50,000‒$99,999, the equity allocation increased in 2013 and then decreased in 2014. The equity allocation increased each year from 2010‒2014 for accounts with balances of $250,000 or more. Equity allocations across all age and account balance categories declined in 2015, regardless of the prior years’ patterns.



Consistent Account Owner Comparison—In order to compare the consistent account owners’ asset allocations, each individual’s total asset allocation is compared to determine the change in asset allocation from 2010 to 2015, with particular focus on the equity allocation. This comparison provides results on how the same individuals’ asset allocation changed during this period, which allows for a better understanding of how the allocation changes for those maintaining IRAs over time.14 In general, the changes in the asset allocation from 2010 to 2012 were relatively minor. For instance, the share of assets allocated to equities in 2010 was 44.5 percent and 46.4 percent in 2012, with a decline to 44.2 percent in 2011 (Figure 21). The one large percentage-point change was a decrease of 4.9 percentage points for the allocation to other assets from 2010 to 2012. The bond and balanced-fund percentages experienced small increases, while the money allocation was virtually unchanged from 2010 to 2012. However, in 2013, the percentage allocated to equities increased substantially by 4.5 percentage points to 50.9 percent, and the percentage allocated to bonds decreased by almost 4 percentage points from 16.7 percent in 2012 to 13.0 percent in 2013. The amount allocated to money also decreased by 1.4 percentage points in 2013, while the percentages allocated to balanced funds was unchanged and to other assets was slightly increased. In 2014, the percentage allocated to equities again increased, reaching 53.1 percent. The percentage allocated to other assets declined to 12.5 percent in 2014 from 13.6 percent in 2013, while there were small increases in the allocations to balanced funds and small decreases to bonds and to money. While for 2015, the changes in each asset category were no more than 0.5 percentage points, where equities decreased and bonds, money, and other assets had insignificant increases. The amount allocated to equities increased across all demographic groups and IRA types in 2013 and 2014, driving an overall increase allocated to equities in each these groups from 2010‒2015, despite a decrease in the equity allocation in almost all categories in 2015. The allocations to balanced funds increased from 2010 to 2015, including flat or slightly upward allocation levels in 2015. The increase in the bond allocation for the largest account balances pushed the overall allocation up in 2015, but the allocations to bonds across all categories were below their 2010 levels. Money allocations in 2015 either increased slightly or leveled off after decreasing across virtually all groups in 2013 and 2014 leaving the money allocations lower in all groups except for accounts with balances less than $5,000. A substantial increase in the percentage allocated to money in 2015 occurred for these accounts, increasing from 24.8 percent in 2014 to 39.5 percent (well above the 2010 level). The allocations to other assets were little changed in 2015 compared with 2014, but were in general below the levels established in 2010.



Extreme Allocations—The overall direction can mask what happens at the individual level, so given that the sample consists of the same individuals, the distribution of the changes in the allocations from 2010 to 2015 can be determined. First, since a significant percentage of consistent account owners have been shown to have allocations at the extremes (zero percent or 100 percent),15 a comparison of the individuals’ initial equity-allocation grouping (zero percent, 100 percent, or something in between in 2010) with the same individuals’ 2015 grouping was conducted. Just over one-quarter (27.1 percent) of IRA owners in the consistent sample had zero percent allocated to equities in 2010 and 2015, while 16.8 percent had 100 percent allocated to equities in both years (Figure 22). Almost 8 percent had a zero percent allocation to equities in 2010 but something greater than zero percent in 2015, which means that
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Figure 21 IRA Average Asset Allocation, Asset Weighted, Consistent Sample, by Various Characteristics, 2010-2015



Figure 22 Distribution of IRA Owners by Level of Equity Allocation, Consistent Sample, by Various Characteristics, 2010 and 2015 0%



100%



0% in 2010



100% in 2010 Greater Than Less Than 100%



Allocation



Allocation



to Greater



to Less Than 0% in 2010* to



Both Years



Both Years Than 0% in 2015 100% in 2015



Greater Than 0%



in 2010^ to



and Less Than 100%



0% in 2015



100% in 2015



in Both Years



27.1%



16.8%



7.8%



5.1%



3.5%



2.6%



37.1%



Female



30.2



18.1



7.3



4.7



3.1



2.5



34.2



Male



25.1



15.7



8.0



4.9



3.8



2.8



39.6



Unknown



23.2



16.9



8.8



9.7



3.7



2.5



35.2



Less Than 25



35.2



27.0



12.2



6.2



1.4



2.6



15.5



25-44



37.0



18.1



9.3



5.4



2.3



2.4



25.5



45-54



26.7



20.7



7.5



5.5



2.9



2.7



34.0



55-64



24.5



17.1



7.8



5.7



3.7



2.5



38.7



65-69



22.8



13.1



7.9



5.1



4.5



2.5



44.2



70-74



21.9



12.0



7.2



4.3



4.6



2.8



47.3



75-84



23.4



13.1



6.1



3.3



4.3



3.2



46.6



85 or Older



29.9



14.1



5.6



3.5



5.0



3.3



38.5



Unknown



17.9



9.3



8.7



7.5



3.7



2.4



50.6



Less than $5,000



61.5



15.7



3.8



2.8



6.1



1.6



8.5



$5,000-$9,999



36.8



29.6



7.3



4.0



2.6



2.7



17.1



$10,000-$24,999



30.9



26.9



8.3



5.0



2.6



3.1



23.3



$25,000-$49,999



25.4



22.1



9.1



5.9



2.8



3.2



31.5



$50,000-$99,999



19.5



17.4



8.8



6.2



3.1



3.2



41.9



$100,000-$149,999



14.7



13.7



8.6



6.2



3.3



3.1



50.5



$150,000-$249,999



12.0



9.5



8.8



5.9



3.5



2.8



57.6



$250,000 or More



7.4



4.6



8.6



5.7



3.0



2.0



68.7



Roth



26.4



28.7



8.3



6.5



2.7



3.0



24.4



All Traditional



35.1



2.2



0.1



18.3



0.2



3.9



40.3



All Gender



Age (in 2015)



Account Balance (2015$)



Type



*Not 100 percent. ^Not zero percent.



Source: EBRI IRA Database.



ebri.org Issue Brief • Jan. 10, 2018 • No. 440



25



22.3 percent of those with a zero percent allocation in 2010 changed to something larger than zero percent in 2015.16 Similarly, 23.3 percent of those who had a 100 percent allocation in 2010 changed the allocation to something less than 100 percent in 2015.17 After accounting for those consistent account owners who moved to zero percent (3.5 percent) and to 100 percent (2.6 percent), 37.1 percent had an allocation of more than zero percent but less than 100 percent in both years. The majority of consistent account owners across all categories had either a zero percent or 100-percent equity allocation in at least one year, except for those with balances of $100,000 or more. Furthermore, as the account balance increased, the more likely it was that an individual did not have an allocation at the extremes, reaching 68.7 percent for those with balances of $250,000 or more not having an extreme equity allocation. There was also a reduced likelihood of having an extreme equity allocation as the age of the IRA owner increased through ages 70‒74. Since IRAs in many instances are a repository for assets until retirement, the account may not receive much attention after its establishment. One way to see if someone has been actively engaged with an account is to see if an individual has added or subtracted an account type. In Figure 23, the same initial 2010 allocations to equities and the 2015 allocation categories from Figure 22 are shown for individuals who had the same type of IRA(s) in each year from 2010-2015 and for those who had a different IRA type. Individuals who had a different IRA type were much less likely to be at an extreme allocation (zero percent or 100 percent) and more likely to not be at an extreme in either year. For those with a different IRA type, 14.3 percent had a zero percent allocation in both 2010 and 2015 and 6.7 percent had a 100 percent allocation to equities in both years. For comparison, the individuals with the same type of IRA(s), 28.9 percent had zero percent allocations in both years and 18.3 percent had 100 percent allocations in both years. Furthermore, among those with the same IRA types 36.3 percent were not at the extreme allocations in either year compared with 42.6 percent of those with different IRA types.
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Going one step further from just the top level categories in 2010 and 2015, the distribution of the equity allocation level changes between 2010 and 2015 are examined across various demographics and by the initial allocation level in order to provide additional information on how consistent account owners allocate assets to equities over time. First, for all individuals in the sample, the middle 50 percent (25th percentile to 75th percentile) of changes were relatively small or equal to zero (Figure 24). The largest changes were among those individuals within the middle 50 percent of changes who had account balances of $50,000 or more. Among those who started out at an extreme allocation in 2010, between 10 percent and 25 percent moved to the other extreme in 2015, shown by the 100-percentage point (or close to 100-percentage point) change in the allocation from 2010 to 2015 in Figure 24 (middle two panels). This change was the percentage-point difference from the percentage in 2015 minus the percentage in 2010, so that either a 100 percentage point change or a ‒100 percentage point change represented a movement from one extreme to the other from 2010 to 2015. This group was small (approximately 13 percent of the total) as shown in Figure 22, but a significant portion of these IRA owners who did make the change from an extreme value switched completely to the other extreme. Looking at the group of consistent account owners who did not have an extreme value in either year, the distribution of the changes was skewed toward higher equity allocations, with the 10th percentile change at –21.9 percentage points, the median at 3.9 percentage points, and the 90th percentile at 33.0 percentage points. This held true for each gender, age, and account balance. This group of non-extreme-value accounts can be further broken down into accounts with the same and those with different IRA types. This analysis shows that individuals who had a change in IRA type during the 2010–2015 period had larger percentage point changes at the 10th, 25th, 75th, and 90th percentiles (Figure 25). For example, at the 10th percentile of the percentage point changes, the individuals who had a different IRA type had a decline of 31.4 percentage points compared with a decline of 20.0 percentage points for those individuals who had the same IRA types.



Conclusion With six years of contiguous data now available in the ERBI IRA Database, an increasingly comprehensive examination of the longitudinal changes within IRAs is possible. Not only can the cross-section results be compared, but also a consistent sample of individual IRA owners that have owned an IRA for the six contiguous years 2010‒2015 can be studied. This allows for the investigation of the behavior in IRAs that are continuously maintained, instead of the results being affected by new and former IRA owners. While the cross-sectional overall average balance increased 36.1 percent from 2010 to 2015, the increase for those IRA owners who continuously owned IRAs from 2010‒2015 was 47.1 percent. For the consistent account owners, the distribution of the actual changes in the account balances can be measured. The lowest 25 percent (regardless of age) had increases less than 0.1 percent since 2010. On the other hand, the highest 25 percent of balance changes exceeded 87.3 percent. Consistent Roth-IRA owners experienced a much higher distribution of increases, with the lowest 25 percent of the balance changes for IRAs topping out at 29.7 percent, and the highest 25 percent exceeding 117.3 percent. The distribution of geometric means for the account balance changes of the IRA owners from 2010‒ 2015 had a median of 7.5 percent, with 25th percentile of 0.0 percent and a 75th percentile of 13.4 percent. The annual cross-section percentage of those contributing to their IRAs (14.1 percent in 2015) doesn’t show whether the same individuals were contributing over time, or if different people contributed in different years. However, if focused on the consistent account owners, 5.5 percent of the IRA owners contributed each year from 2010‒2015 (1.8 percent of Traditional IRA owners and 9.7 percent of Roth IRA owners). Almost 75 percent of the consistent account owners did not contribute from 2010‒2015, but 18.2 percent of the consistent account owners contributed two or more years during 2010‒2015. When looking at the withdrawal rates for those ages 70 or older, the median of the distribution of the geometric mean withdrawal rates over a six-year period shows that most consistent account owners are withdrawing at a rate that is
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Figure 24 Distribution of the Percentage-Point Change in the Equity Allocation of IRA Owners, by Initial Allocation and Various Characteristics, 2010 to 2015 10th Percenti l e
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likely to be able to sustain some post-retirement income from IRAs as the individual continues to age (assuming they continue to withdrawal at the same rates). Furthermore, the initial withdrawal rate for those in this age group appears to be the rate at which these individuals are likely to continue to take the next year, based on the resulting distribution of average withdrawal rates over time given the initial year withdrawal rate. The asset allocation among consistent account owners moved toward higher equity holdings from 2010‒2015, despite a drop in 2015. The equity allocations in 2015 were higher than the values in 2010 across all groups studied. While 43.9 percent of the IRA owners had extreme holdings in equities (zero percent or 100 percent allocation) in both years, for those who were not at an extreme value in either year, the distribution of the asset allocation changes between 2010 and 2015 had a median increase in equities of 3.9 percentage points, with the 75th percentile having a 14.5 percentagepoint increase compared with a 5.7 percentage-point decline at the 25th percentile. Furthermore, individuals who had a change in IRA type during the study period were more likely to not be at an extreme allocation in both 2010 and 2015 and to have larger changes in their equity allocations from 2010 to 2015. As the EBRI IRA Database continues to expand and mature, further examinations of the longitudinal changes will be conducted. This study focused on longitudinal changes in IRAs including account balance changes, persistence of contributions, withdrawal behavior, and changes in asset allocation. As the EBRI IRA Database is linked with 401(k) plan data, results on the combination of individuals’ assets in these accounts can be determined, along with the growth and movement of dollars both within and between these accounts. Ultimately, the tracking of dollars from defined contribution plan accumulations, to IRA rollovers, and eventually through decumulation will be measured to assess whether retirees are positioned to maintain these assets to continue to generate income for the rest of their lives.
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About IRAs Individual retirement accounts (IRAs) were created by the Employee Retirement Income Security Act of 1974 (ERISA) as a way to provide workers who did not have employment-based pensions an opportunity to save for retirement on a tax-deferred basis. The Economic Recovery Tax Act of 1981 (ERTA) extended the availability of IRAs to all workers with earned income, including those with pension coverage. The Tax Reform Act of 1986 (TRA ’86) restricted the tax deductibility of IRA contributions to those with incomes below certain levels and created nondeductible IRAs (where contributions are not taxdeductible but earnings still accrue tax-deferred), and partially (or wholly) deductible IRAs, depending on income. The Taxpayer’s Relief Act of 1997 (TRA ’97) created a new type of nondeductible IRA—the Roth IRA—and allowed nonworking spouses to contribute to an IRA, subject to certain income restrictions. As an account type, IRAs currently hold the largest single share of U.S. retirement plan assets, largely from rollovers from other types of plans (see Figure 1).



Nonemployment-based IRAs. There are two basic types: Traditional IRAs: Anyone with earned income, as well as a nonearning spouse of an earner under certain conditions, can contribute. Contributions are tax deductible (or not) depending upon the contributor’s income and participation in an employment-based retirement plan. Earnings in these IRAs accrue tax-deferred, and withdrawals after age 59-½ are taxed as ordinary income. Minimum withdrawals from a Traditional IRA must commence by April 1 of the calendar year after the year the individual turns age 70-½.



Roth IRAs: This type of IRA offers tax-free investing for retirement: No taxes are paid on investment returns or on withdrawals made after age 59-½, as long as the Roth IRA has been held for at least five years. Contributions to Roth IRAs are not tax-deductible, but there are no mandatory withdrawals after age 70-½ (as there are with Traditional IRAs). Certain income limits restrict eligibility for contributing to a Roth IRA. (Traditional IRAs can be converted to Roth IRAs through paying the applicable taxes.) The current, maximum, annual contribution to a Traditional or Roth IRA is $5,500 for those under age 50 at the end of 2017. This limit can be split between a Traditional and a Roth IRA, but the combined limit is $5,500. Those ages 50 or older in 2017 can make an additional $1,000 “catch-up” contribution, for a combined annual limit of $6,500. The maximum contribution to a Roth IRA and the maximum deductible contribution to a Traditional IRA may be reduced depending upon an individual’s modified, adjusted gross income. Employment-based IRAs. 



Simplified Employee Pension (SEP) plans allow employers to make contributions on a tax-deferred basis for their employees and allow self-employed individuals to make contributions for their own retirement.







Savings Incentive Match Plans for Employees (SIMPLE) plans also allow for tax-deferred, employer contributions plus allow salary-reduction contributions by the employees. The employers must make matching contributions or nonelective contributions to the plans.



Traditional–originating from rollovers (TOFR) IRAs or Traditional—originating from contributions (TOFC) IRAs: In the EBRI IRA Database, Traditional IRAs are separated into two categories to highlight the amount of IRA assets that have moved from other tax-qualified plans (including defined benefit (DB), defined contribution (DC), and prior IRA plans) and were subsequently rolled over to new IRAs―those originating from rollovers and those originating from contributions. However, this in no instance should be construed as an estimate of the dollars originating in the employment-based system and transferred to the IRA system, as both types of accounts could have received rollovers or contributions subsequent to their establishment. Additionally, a rollover could have been an IRA-to-IRA rollover without any money originating in the employment-based system. This distinction is important for those interested in seeing the relative contribution of the employment-based retirement system vs. that funded solely by IRA contributions. As the longitudinal aspect of this database is developed, a more refined measure of these dollars will be established. The Internal Revenue Service reports these accounts as a single category called Traditional IRAs. The tax treatment is the same for these IRAs once the dollars are in the IRA.
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Endnotes 1



See Craig Copeland, “2015 Update of the EBRI IRA Database: IRA Balances, Contributions, Rollovers, Withdrawals, and Asset Allocation,” EBRI Issue Brief, no. 437 (Employee Benefit Research Institute, Sept. 12, 2017) for the most recent crosssectional analysis. 2



See Craig Copeland, “Individual Retirement Account Balances, Contributions, Withdrawals, and Asset Allocation Longitudinal Results, 2010–2014: The EBRI IRA Database,” EBRI Issue Brief, no. 429 (Employee Benefit Research Institute, Jan. 17, 2017) for the most recent prior longitudinal results from the database. 3



Below is a comparison of the EBRI IRA Database with numbers from the Internal Revenue Service and the Federal Reserve’s



Financial Accounts report as referenced in Figure 1.



Total Assets Percentage Traditional Assets Average Rollover Amount Average Account Balance



EBRI IRA Database 2010 $1.00 trillion 85.9% $69,012 $89,427



EBRI IRA Database 2014 $2.76 trillion 85.1% $101,919 $125,045



Internal Revenue Service 2010 Data $5.03 trillion 86.3% $68,123 $92,404



Flow of Funds 2014 Data $7.33 trillion



The above percentage of Traditional assets is adjusted for known assets. With the unknown assets included, the Traditional IRA asset percentage is 83.0 percent. Based on this asset comparison, the database includes about 38 percent of the 2015 assets. The number of individuals owning IRAs in the database (22.1 million) represents around one-third of all IRA owners, accounting for growth from the 54.5 million individuals the Internal Revenue Service reported owning an IRA in 2010. See Victoria L. Bryant and Jon Gober, “Accumulation and Distribution of Individual Account Arrangements, 2010.” Statistics of Income Bulletin, Fall 2013, pp. 1-18 for complete IRS tabs of IRAs. Also see the discussion in the About IRAs box about the differences in IRA types. 4



The distributions for IRA types add up to more than 100 percent, because individuals can own more than one IRA type. Those in the consistent-account-owner sample were more likely to own more than one IRA type relative to the snapshot sample. 5



All of the values in the longitudinal section are nominal dollars.



6



The distribution of the percentage of Traditional IRA balance changes became more negative for the oldest owners. For example, those owners ages 70‒74 had a 25th percentile of change at –8.0 percent and a median of 16.0 percent, owners ages 75‒84 had a 25th percentile of –16.1 percent and a median of 2.2 percent, and those ages 85 or older a 25th percentile of –25.0 percent and –6.9 percent for a median. 7



The geometric mean is the average of a set of numbers multiplied together. The calculation is typically used to determine the results of an investment or a portfolio of investments. It is defined as being the n’th root of the product of n numbers, where n is the number of results being examined. The geometric mean is used when working with percentages. Formally, the geometric mean is equal to (a1 x a2 x…an)^(1/n). 8



Only contributions to Traditional and Roth IRAs are examined in this section. SEP/SIMPLE IRA contributions are not included.



9



The maximum contribution in 2013 was $5,500 for those younger than age 50 and $6,500 for those 50 years old or older due to the “catch-up” contribution of $1,000. In 2012, the maximum contributions were $5,000 and $6,000, respectively. 10



In an earlier EBRI publication, the persistence of contributions was investigated. A different formulation of the persistence statistic based on the current-year contributors was used to see what percentage of those contributed in both of the prior years. It was found that 21.8 percent of those making deductible contributions to an IRA in 1998 also made them in 1996 and 1997. Furthermore, three–fourths of those who contributed all three years made the maximum contribution in 1998, compared with 70.4 percent of those who made a deductible contribution in 1998. See Craig Copeland, “IRA Assets and Characteristics of IRA Owners,” EBRI Notes, no. 12 (Employee Benefit Research Institute, December 2002): 1–9. 11



Minimum withdrawals (distributions) from a Traditional IRA must commence by April 1 of the calendar year after the year the individual reaches age 70-½. This is referred to as required minimum distributions (RMDs). 12



This is calculated from Figure 14. For example, the percentage taking a withdrawal in only one year for those in their 30s (11.3 percent) divided by the percentage of those in their 30s taking a withdrawal in at least one year (16.4 percent) equals 68.9 percent. For those in their 40s, this calculation comes out to 58.7 percent.
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13



The required minimum distribution rules apply only to Traditional IRAs and not to Roth IRAs. See Craig Copeland, “2015 Update of the EBRI IRA Database: IRA Balances, Contributions, Rollovers, Withdrawals, and Asset Allocation,” EBRI Issue Brief, no. 437 (Employee Benefit Research Institute, Sept. 12, 2017) for more information. 14



These individuals could have added rollovers or opened new accounts since 2010, as this sample includes all of the individuals’ IRAs from each year. The action of rolling over or opening new accounts may cause the individuals to reassess their asset allocation. The impact of individuals having different IRA types during the study period is examined later in this report. While outside of the scope of this study, making a contribution to IRA in years after its establishment could also impact the overall asset allocation held by the consistent IRA owners. 15



In this section, the extreme allocations will refer to the endpoints of the possible allocations: zero percent and 100 percent.



16



This is calculated by taking the percentage that changed from zero percent (7.8 percent) and dividing it by the sum of those who had a zero percent allocation in 2010 (27.1 percent in both years plus the 7.8 percent that changed). 17



This uses the same calculation as described in the previous endnote (16).
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