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Introduction

The State of the Workplace Financial Benefits Study
explores the role and value of workplace benefits,
including equity compensation, financial wellness, and
retirement preparation. This report assesses how both
HR leaders and employees view their organization’s
financial benefits.

So far, 2023 has seen an expansion of themes that
arose in 2022 such as inflation and market volatility,
culminating in fears of a possible recession. As these
challenges evolve, the workplace remains a stabilizing
force and primary resource for employees’ financial
health. Employers and employees together must
navigate evolving needs and find creative solutions
amid continued economic uncertainty.

Because the reality is HR teams are being asked to do
more with less as budgets tighten and employees seek
additional support.
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Core Findings

Employees want more from their
financial benefits

Employees increasingly seek competitive financial
benefits when considering staying at their current
companies (69%, compared to 60% last year).
While HR leaders understand this need, they aren't
confident they can provide adequate financial
benefit packages to strengthen employee retention
during these economic times.

Equity compensation becomes a
key driver for employees

Employees consider equity compensation to be
the most important benefit for helping them
meet long-term investment goals (a 4% YoY
increase). And both HR leaders and employees
recognize equity as the most effective benefit to
motivate and engage employees. For example,
equity compensation is now considered the best
way to engage employees and has become the
most important financial benefit to meet long-
term financial goals.
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Financial stress affects
employee performance

The majority of HR leaders are worried that
financial strains on employees are negatively
affecting productivity — and for a good reason.
More than half of employees agree that financial
stress negatively affects them at work. Perhaps as
a result, nearly 9 in 10 HR leaders offer employees
financial wellness programs to counterbalance
work-life stressors.

Retirement benefits and access to
Financial Advisors influence
retention

The importance of retirement planning
assistance increased from last year for both
employees and HR leaders, and employees
increasingly express the need for a financial
advisor to help them plan for retirement.
This need comes as employees continue to
reduce contributions to their accounts in
response to economic volatility.
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“Economic instability has led both employers
and employees to tighten their belts—and ask
a lot of their workplace benefits in the
process. We're seeing momentum on both the
employer and employee side to engage more
intelligently with financial benefits as a ballast
against uncertainty. To meet this moment,
companies are going to have to get even more
creative and efficient in leveraging holistic
benefits offerings to attract, retain, and
motivate their employees."

— Brian McDonald
Head of Morgan Stanley at Work
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Key Insights

Employers know employees need more support but are cutting benefits amid budget reductions

Employees are paying closer
attention to financial benefits,
and employers are taking notice

Nearly 69% of employees say they are
paying more attention to reviewing their
financial benefits in 2023, up nine
percentage points from last year.
Similarly, more HR leaders increasingly
expect their employees to pay more
attention to their benefits (86%).

Financial benefits can drive
retention

89% of employees agree they would
be more invested in staying at their
company if it provided financial
benefits that met their needs.

And, most HR leaders (90%) are
worried that their employees would
leave if their company did not provide
benefits that met employee needs.

-

Yet companies have pulled
back on benefits

Employees and employers seem to be
at odds over expectations around
financial benefits, with more
employees requesting benefits that
their company does not offer (88%
vs. 78% in 2021). And one in four HR
leaders shared that they are cutting
back on employee financial benefits
to prepare for a recession.
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Benefits in the Spotlight

Employees are now laser focused on financial benefits, paying even more attention than the past two years.

Employee View - 69% of employees

say they're paying more attention
to reviewing their financial
® 202 benefits now vs. a year ago

3% 300 36% 36%
® 2022 Increase
28% since 2022

. 2023

2%

2% 2% 0%

Significantly Somewhat About the same Somewhat Significantly less
more attention more attention amount of attention less attention attention
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HR Leaders Know Employees Are Watching

HR leaders also expect employees to spend significantly more attention to their benefits packages.

Employer View

2021

® 02

-
‘ 2023

Significantly
more attention

60%

50%

86% of HR leaders

say their employees are paying
more attention to reviewing their
financial benefits now vs. a year ago

16%

14% 13%

1% 1% 1% 0%

Somewhat
more attention

About the same Somewhat Significantly less
amount of attention less attention attention

10



Morgan Stanley

AT WORK

Financial Benefits Can Drive Retention

While HR leaders fear employees will leave if offered weak benefits, employees will stay for the right package.

90% of HR leaders

are worried their employees would
leave if their company did not offer O
competitive benefits

YoY
increase |

| | e

87% 90%

89% employees

agree they'd stay for the right
financial benefit package

2021 2022 2023

5% of employees

believe financial benefits are essential to meet
their financial goals and would be interested in
working elsewhere to have those benefits provided

YoY
increase

1 1

70% 5%

70%

2021 2022 2023

n



Morgan Stanley

AT WORK

HR Leaders and Employees Agree That Employers Need to Step Up Their Support

Majorities want companies to offer the best available benefits, a consistently strong sentiment over the past three years.

O95% of employees Q O 0
98% of HR leaders

agree that employers should
offer the best employee benefits

available in their industry 89% of employees
y y
97% of HR leaders
agree that their company
959, 98% needs to do a better job at
Agree Agree providing resources to

maximize the financial
benefits offered to them

2021 2021 2022 2022 2023 2023
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Companies Have Pulled Back on Benefits

Employees are asking for specific benefits that are not provided by their company — and more than one in four companies are
cutting back benefits to prepare for a recession.

2 (% of companies A 4 Increase .
are cutting back employee J 1 since 2021 !
benefits due to fears of a recession
29%
Yes, once
1 5" 37% of HR leaders 889 of HR leaders .
- say company is on a good say employees have requested 5
— @ path to add benefits that benefits that their company ngm/oore
- only a few competitors have does not offer than once
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“In the decades of work we've done with
clients, we have seen an evolution in how
this benefit—once thought of as a one-time
bonus—is now viewed more holistically
within an employees’ overall finances as a
key driver of long-term investing goals. As
equity compensation continues to gain
ground, this is a critical insight for employers
to absorb, and help inform how they
communicate, package and deliver equity
compensation throughout their
organizations.”

— Scott Whatley
Managing Director & Global Head of Equity Solutions,
Morgan Stanley at Work
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Key Insights

Equity compensation becomes the driving benefit for employee long-term financial goals

Equity Motivates Talent

More companies (72%) say they offer some form of
equity compensation benefits to some employees (up
from 68% in 2022 and 65% in 2021). And most
employees (84%, a 4-point increase from 2022) say that
having a benefits plan that includes equity
compensation and stock ownership is the most effective
way to stay motivated and engaged.

Employees Measure
Long-term Value

Achieving long-term goals has become the most
important perceived benefit of equity compensation:
Employee views of equity compensation as a driver of
long-term investment goals increased to 28% (vs.
24% in 2022), followed by providing an extra source
of income and giving a stake in the success of the
company.

16
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Equity Compensation Drives Employee Motivation

Employees and HR leaders both view equity compensation as the most important motivational strategy.

97% of HR leaders
84% of employees

agree that having a benefits plan
that includes equity compensation 97% |
and stock ownership is the most 939, 222 % sri]rclggaZS(%Z'l
effective way to motivate employees

and keep them engaged

84%

5%

HR leaders’ view Employees’ view
Agree Agree

7
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Employees Are Looking at the Long Term

For the first time, employees say the most important benefit of equity compensation is reaching long-term investment goals.

Employee View:
Biggest benefit of
equity compensation

2021
YOY
® 02 INCrease

28% 27%

(o)
' 2023 26"24%I 23% 7905 24%

25%

Helps meet long- Provides additional Gives me a stake in Validates performance

term investing goals source of income success of the company as an employee

15% 1770 16%

12%

9% I1O%

None
of these
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Financial Wellness
& Retirement Solutions
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"This past year we've seen an economic
climate that frankly a lot of workplace
participants—especially younger
generations—have likely never experienced
before. As a result, financial wellness
programs are becoming even more sought-
after, and HR leaders can play a vital role by
connecting employees with resources to
help them navigate each step of their
financial journeys.

— Krystal Barker Buissereth
Managing Director & Head of Financial Wellness and
Participant Experience at Morgan Stanley at Work

20
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Key Insights

In response to financial pressure, more employees have reduced contributions to savings
compared to last year and are seeking support from employers

'’
gx.ﬁ-ﬁ 7
) By

Financial stress is a key concern
for employers and employees alike

More than 83% of HR leaders worry that
employees’ financial issues could impact
their productivity, while 66% of
employees agree that financial stress is
negatively affecting their work and
personal life. No wonder nearly 9 in 10
HR leaders (89%) now say they offer
financial wellness programs (a 10-
perecentage point gain over 2021).

3 -

Employees continue to scale back
savings—especially the young

66% of employees (vs. 62% in 2022)
reduced contributions to savings, citing
inflation and/or recession concerns—
particularly to 401(k) plans, long-term
savings, and emergency and short-term
savings. Gen Z (78%) and Millennials
(80%) especially scaled back on
contributions compared to their Gen X
(58%) and Boomer (40%) counterparts.

Wanted:
financial advisory

Nearly 3 in 5 employees rank retirement
planning assistance from financial
professionals as a high priority when
choosing where to work—including 25%
who say it's their top priority. HR leaders
agree, with 84% citing retirement planning
assistance as a high or top priority in
retaining talent.

21
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Employees and HR Leaders Agree Financial Stress Affects Workplace Performance

Current economic impacts have increased financial stress among employees, raising workplace performance concerns.

agree that financial stress

financial issues could \I/ is negatively affecting their
O impact their productivity

O o 83% 0
O of HR leaders ‘ 66% of employees
W ©  worry that employees’

work and personal life

22
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Employees Are Experiencing Financial Issues in Their Personal Life

Employees say the most common struggle they encounter is personal and household budgeting while nearly as many faced

issues with financial goal setting.
YoY
INCrease

Financial goal setting

[ S
0
e ®)® 85% of employees
o ° o have dealt with financial issues in

N )\ their personal life — same in 2022
YoY
decrease

Personal and household budgeting

2022 2023
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More HR Leaders are Offering Financial Wellness Benefits

Nearly all HR leaders recognize the influence of benefits in reducing stress and are offering some financial wellness program.

HR leaders see benefits that reduce financial Nearly 9 in 10 HR leaders (89%) say
stress as the most influential in job satisfaction they offer financial wellness programs

Benefits that
reduce financial stress

Increase
@ since 2021

Benefits that
reduce mental
or emotional stress

Benefits that
reduce physical stress,
such as exercise options

None of these

2021 2022 2023
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“Employees want and need greater support
when it comes to long-term retirement
planning, and while we're seeing financial
guidance being recognized as a priority for HR
leaders, there is still more employers can do to
support and retain talent. These are the times
when plan advisors shine by lending seasoned
expertise and a steady hand to help ensure
employee finances and investments are well
positioned to weather whatever economic and
market conditions may come our way."

— Anthony Bunnell
Head of Retirement Solutions and Deferred Compensation at
Morgan Stanley at Work

25
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More Employees are Reducing Contributions than in 2022

Retirement and savings are among the most reduced contributions as employees fear recession.

Reduced contributions to...

@) ® o» @
' 2023 \

31% vs 33%
401(k) plans

66% of employees

reduced contributions

to their accounts due to =,
inflation and/or concerns a

of a recession

24% vs 28%

-
Lo YoY Emergency and
0 increase short-term savings

26% vs

Paying off debts
& loans

&

19% vs 24%

Health Savings
Accounts

h
™

I".\\ {_\L |
}&. ™
.

25% vs 28%

Long-term savings

[

13% vs 14%

Contributing to a
college savings fund
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Younger Generations Are Cutting Back

When asked if they have reduced contributions to 401(k) plans, long-term savings, or emergency and short-term savings specifically
because of the economic impacts related to inflation and/or concerns about a recession, more Gen Z and Millennials said they needed to
scale back compared to their Gen X and Boomers counterparts:

2023

~ Ol V Gen Z and Millennials are most likely
|' ‘| O| to scale back contributions due to
| inflation and/or recession concerns

80% 40%

Millennials Boomers
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Financial Guidance is High Priority for Employees

Demand for retirement planning assistance grew compared to last year, with employees choosing goals-based retirement
investment planning, access to a financial advisor, and access to retirement planning tools and calculators as the most beneficial.

O O v
[haf 00 Vel \-Cm
56% of employees, 0
. . 25 /O of employees
nearly 3 in 5 employees rank retirement . -
planning assistance from financial professionals are'lncludeq af‘d say It's
as a high priority when choosing where to work their top priority
- -
0 Increase 0 1 Increase
5% ) since 2022 4% ) T since 2022
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Retirement Benefits Boost Retention and Attraction

Most HR leaders and employees agree that retirement planning resources are a key factor in employment decisions.

v

Retirement Planning Boosts Retention

{O) 99% of HR leaders
/_\%/_\ say providing retirement planning
assistance is a priority in retaining

[ \ X current employees

A

14 |

Retirement Planning Boosts Attraction

92% of employees

view retirement planning
assistance as a priority when
choosing where to work

29
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Conclusion

As Uncertainty Surges, HR Leaders and Employees Agree
Employers Should Step Up Support

The ongoing economic environment continues to heighten financial
pressures for employees, who are turning their attention to their
workplace benefits for support. But employees feel left behind as

employers cut financial benefits offerings amid recession concerns.

A Holistic Approach to Workplace Benefits Can Address
Needs for Employers and Employees Alike

Financial benefits are central to help companies attract, engage, and
retain talent, as well as becoming the go-to resource for employees to
address their personal financial needs. So it’s no wonder that both
employees (95%) and HR leaders (98%) agree that employers should

offer the best employee benefits available in their industry.

In looking ahead, most employees (89%) and HR leaders (97%) agree
that their company needs to do a better job providing resources to

maximize the financial benefits offered to them.

30
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Methodology

The data from the Morgan Stanley at Work State of the The survey was conducted on behalf of Morgan at Stanley
Workplace Financial Benefits Study comes from a survey at Work using an email invitation and an online survey
of 1,000 U.S. employed adults and 600 HR executives. between March 16-22 and April 6-12, 2023 by Wakefield

Research (www.wakefieldresearch.com).
Quotas were set for both audiences to match

representative distributions, including for company size,
benefits status and seniority.

31
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About Morgan Stanley at Work

Morgan Stanley at Work offers a suite of financial solutions, which
spans Equity Compensation through Shareworks and E*TRADE

Equity Edge Online®, Retirement and Financial Wellness Solutions.

Morgan Stanley at Work combines cutting-edge planning and
Morgan Stanley intellectual capital and financial education
delivered through multiple channels to enable employees to build
a holistic plan to help achieve their financial goals. Shareworks
services are provided by Morgan Stanley Smith Barney LLC,
member SIPC, and its affiliates, and Equity Edge Online® employee
stock plan solutions are offered by E*XTRADE Financial Corporate
Services, Inc., both are parts of Morgan Stanley at Work and all
wholly owned subsidiaries of Morgan Stanley.

Wakefield Research is neither an employee of, nor affiliated with,
Morgan Stanley Smith Barney LLC (“Morgan Stanley”).

About Morgan Stanley Wealth Management

Morgan Stanley Wealth Management is a leading financial
services firm that provides access to a wide range of products
and services to individuals, businesses, and institutions, including
brokerage and investment advisory services, financial and wealth
planning, cash management and lending products and services,
annuities and insurance, retirement, and trust services.

About Morgan Stanley

Morgan Stanley (NYSE: MS) is a leading global financial services
firm providing investment banking, securities, wealth management
and investment management services. With offices in more than
41 countries, the Firm's employees serve clients worldwide
including corporations, governments, institutions, and individuals.
For more information about Morgan Stanley, please

visit www.morganstanley.com.

Morgan Stanley Wealth Management is the trade name of
Morgan Stanley Smith Barney LLC, a registered broker-dealer in
the United States.
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This report is not an offer to buy or sell or a solicitation of

any offer to buy or sell any security or other financial instrument
or to participate in any trading strategy. This material does not
provide individually tailored investment advice and has been
prepared without regard to the individual financial circumstances
and objectives of persons who receive it.

This report has been prepared solely for information purposes.
The information herein is in-part based on, derived from, or
includes information generally available to the public and has
been obtained from sources believed to be reliable. Morgan
Stanley Smith Barney LLC does not guarantee their accuracy
or completeness.

This report includes select statements made by certain survey
participants. Morgan Stanley makes no representation or
warranty concerning the content of such statements and is not
implying an affiliation or approval with/of any such persons or
the views expressed by such persons.

This material may provide the addresses of, or contain hyperlinks
for websites. Except to the extent to which the material refers to
website material of Morgan Stanley Wealth Management, the
firm has not reviewed the linked site.

Equally, except to the extent to which the material refers to website
material of Morgan Stanley Wealth Management, the firm takes no
responsibility for, and makes no representations or warranties
whatsoever as to, the data and information contained therein. Such
address or hyperlink (including addresses or hyperlinks to website
material of Morgan Stanley Wealth Management) is provided solely
for your convenience and information and the content of the linked
site does not in any way form part of this document. Accessing such
website or following such link through the material or the website
of the firm shall be at your own risk and we shall have no liability
arising out of, or in connection with, any such referenced website.

Morgan Stanley at Work, Shareworks, Morgan Stanley Smith Barney
LLC, and its affiliates, employees and Financial Advisors do not
provide legal or tax advice. Individuals should consult with their
tax/legal advisors before making any tax/legal-related investment
decisions.

Stocks/equities fluctuate in value and may be worth more or
less than their original cost. Past performance is no guarantee of
future results.

© 2023 Morgan Stanley Smith Barney LLC. Member SIPC.

Morgan Stanley at Work and Shareworks services are provided by Morgan Stanley Smith Barney LLC, member SIPC,
and its affiliates, all wholly owned subsidiaries of Morgan Stanley.
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