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Answers to questions you may not even know you have.

U.S. WORKERS ARE OWNERS: THEY JUST DON’T REALIZE IT

This essay by Ron Muhlenkamp is published in Muhlenkamp Memorandum, Issue 142, April 2022. It is an
update to “Worker Capitalism Triumphs” written by Ron in Muhlenkamp Memorandum, Issue 2, October 1987.
The 100 Largest U.S. Retirement Funds
The data in the accompanying table ranks the
top 100 U.S. privately managed retirement
funds and their sponsors, along with the
assets (in millions) in the fund. We have
included a column labeled Market Cap (in
billions) that shows the market value of the
respective corporations for the corporate
sponsored funds. When you look at the table,
pay attention to the company market values
with the asterisks in the last column. These
are the companies whose (funded) pension
plans are greater than the market values of
the companies themselves.
At yearend 2021, aggregate privately
managed pension assets worldwide were
over $22 trillion of which $14 trillion were
U.S. based.
The asset allocations within corporate and
public pension plans are dictated by their
portfolio goals and restrictions, thus the
holdings are diverse. Typical asset allocation
includes cash and cash equivalents, bonds,
equities, real estate, alternative investments,
etc. As owners of pension plans, workers
indirectly hold shares of equities and
therefore are beneficiaries of the activity on
Wall Street.
Workers Are Owners
Today, through pension and retirement
plans, U.S. workers, as a whole, are the
owners of a major portion of the business
assets of the United States. The 100 largest
U.S. retirement funds have assets exceeding
$8.2 trillion. Of these 100 retirement funds,
only 40 are sponsored by corporations, most
of the others are plans for public sector
employees.
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The point is: workers, as a whole, own a huge
chunk of America’s capital assets, yet many
seem to be unaware of it. A person retiring
with a $30,000 per-year pension and a life
expectancy of 20 to 25 years may think he’s
poor, but if he receives the same amount in a
lump sum, may consider himself rich. Same
data—different perceptions. (The present
value of $30,000 per year for 25 years using a
discount rate of 2% is $597,000.)
We always discuss participation in the
economy as though consumers, producers
(workers), and owners are separate
individuals. We are all consumers. One third of
us are workers. Through our retirement plans,
most workers are also significant owners of
industry, they just don’t realize it yet.
Note that public sector plans are heavily
defined benefit (DB), while corporate plans
have gradually moved to defined contribution
(DC) plans. This is in response to the
stagflation of the 1970s. Inflation drove
retirees to demand higher pension benefits at
the same time that stagflation and recession
drove corporate profits down, driving many
companies towards bankruptcy.
Many public sector plans are currently
underfunded by 20-30% or more. A repeat of
stagflation would drive them into further
underfunding, necessitating benefit reduction
and/or tax increases.
The comments made in this article are opinions
and are not intended to be investment advice or
a forecast of future returns.

*

Retirement fund data (total assets, DB assets, & DC assets) as of 9/30/2021. Defined benefit (DB) and defined contribution
(DC) breakouts were not available or applicable to all funds.
Source: Reprinted with permission from Pensions & Investments (Crain Communications, Inc.) www . pionline.com
** Company market capitalization as of March 2022. Source: Bloomberg.
*** Denotes pension plan assets are greater than the market value of the company.
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