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RET IREMENT  SERV ICES

TRUMP’S FIRST 100 DAYS: 

A RETIREMENT PERSPECTIVE

The early months of President Trump’s administration have been full 

of activity. While most of the headlines have focused on healthcare 

policy, retirement policy has felt some changes, and more seem 

likely to come. These are a few highlights of those policy actions: 

Tax Reform Looms
With healthcare reform off the table (at least for the moment), Congress turns to tax reform. House Ways and Means 

Committee Chairman Kevin Brady (R-Texas) said that he intends to use a House bill, to be released in the spring, as a blueprint 

for President Trump’s tax reform bill, rather than negotiating a compromise between competing plans from the Treasury 

Department and the White House. That House blueprint pledges to “continue the current tax incentives for savings” but also 

directs the Ways and Means Committee to “consolidate and reform the multiple different retirement savings provisions in the 

current tax code to provide effective and effi cient incentives for savings and investment.” Thus, under the House Republican 

plan, different retirement plans, such as 401(k), 403(b), and 457 plans, could be combined into one cookie-cutter approach.

Meanwhile, the White House just released President Trump’s tax proposal. It includes simply an outline and provides no 

details. Recent history suggests that the President’s tax plan has little chance of making it into law without signifi cant changes. 

Instead, this is just an initial offer in what will be a very long and contentious negotiation.

While the Trump administration and the House GOP claim that this establishes the pillars of their plan, the Freedom Caucus 

and the Democrats will also have a say, and no one is on the same page right now.

The administration’s proposal includes the following main bullets:

  Lowering the corporate tax rate from 35 to 15 percent.

  Establishing a territorial tax system for global companies 
headquartered in the United States.

  Simplifying the number of individual tax brackets from 
seven to three.

  Doubling the standard deduction to $12,700 for individuals 
and $25,400 for married couples.

  Lowering the capital gains rate from 23.8 to 20 percent.

  Repealing the ACA’s 3.8 percent tax on investment income.

  Repealing the estate tax and the Alternative Minimum Tax.

  Eliminating a number of itemized deductions (not to 
include the mortgage interest deduction or the deduction 
for charitable contributions).
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Two retirement plan sponsor concerns will be the exclusion of employer-provided health insurance costs from taxable 

income and the deferral of taxes on contributions to retirement plans. While these exclusions are not specifi cally discussed 

in Trump’s outline, retirement plans are not in the clear. The sentiment in DC is that the proposed individual/corporate 

rate cuts and deductions will require new revenue to offset the loss. That requirement will likely lead Trump, the GOP, and 

the Freedom Caucus to the employee benefi ts exclusions in some way. 

Senate Majority Leader Mitch McConnell (R-KY) was asked about reports that the White House had fl oated the idea of 

eliminating 401(k) plan tax preferences to help pay for the corporate tax cuts. McConnell somewhat dismissively said, “I’m 

sure everything will be fl oated in the context of comprehensive tax reform.”

Remember, the GOP tax plan would reduce the federal government’s revenue intake by lowering corporate and individual 

tax rates. But, with a $20 trillion debt, it will need to fi nd an offset to the projected revenue loss. The exclusion of 

employer contributions for medical insurance premiums and medical care results in $2.7 trillion in lost revenue from 2016 

to 2025, and the combination of defi ned contribution/defi ned benefi t plans is $1.5 trillion. That is why the tax incentives 

to establish, fund, and contribute to a workplace retirement plan inevitably fi nd themselves in the budgetary cross hairs.

Labor Secretary Update
President Trump’s nominee to head the Labor Department, Alexander Acosta, was approved by the Senate on April 

27. Currently Acosta serves as the dean of Florida International University’s law school. He is a former National Labor 

Relations Board member, federal prosecutor, and Assistant Attorney General at the Justice Department. One of the fi rst 

key duties, post confi rmation, will be for the Trump administration to appoint the Assistant Secretary for the Employee 

Benefi ts Security Administration, the agency charged with enforcing ERISA. The Assistant Secretary will be the point 

person for retirement policy.

Fiduciary Rule
The seemingly never-ending saga of the Department of Labor (DOL) Fiduciary Rule continues to torturously play itself 

out. As a refresher, six years ago, the DOL started down the path of redefi ning an ERISA investment fi duciary. After 

an unprecedented journey, on April 10 of this year, the fi nal rule was set to become the law of the land. However, the 

Trump administration, in its determination to repeal Obama-era regulations, put the Fiduciary Rule on the chopping block, 

directing the DOL to delay implementation of the rule. As a result, on April 4, the DOL extended the Fiduciary Rule’s 

applicability date from April 10, 2017, to June 9, 2017. It also provided additional transition relief through the end of the 

year. Industry experts thought that the DOL would just delay the rule, but the 60-page extension also includes some 

important changes. 

During the transition period (from June 9, 2017, through January 1, 2018) the sole condition for relief will be adherence 

to the Impartial Conduct Standards. The remaining conditions for exemptive relief during the transition period are 

eliminated, including:

  The transition notice.

  Explicit recordkeeping requirements.
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  The need to designate a best interest contract compliance offi ce or offi cers.

  The written disclosure requiring acknowledgement of fi duciary status, disclosure of limitations placed on the universe 
of recommendations, and disclosure of material confl icts of interest.

Despite the eliminations, many fi nancial institutions are likely to voluntarily adopt recordkeeping and monitoring 

procedures anyway, as the processes are already in place.

Most had hoped for a longer delay, or at a minimum, a series of delays. The DOL, however, clearly does not want to delay 

past the new June 9, 2017, applicability date. The DOL will spend the time until then completing Trump’s requested legal 

and economic analysis for the January 1, 2018, full compliance period.

The bigger questions are: What is the long-term plan? How will the signifi cant political pressures from the fi nancial 

services industry and the left factor into the Trump administration’s plan? We think that there are three potential endings 

to this story, one of which is a potential nightmare:

1. The DOL could be directed to simply return to the old Fiduciary Rule, in place since 1975. This is the fi nancial services 
industry’s preferred outcome.

2. We could see acceptance of the basic idea that a best-interest fi duciary standard should be applied to anyone 
providing participant and rollover advice. This seems to be something both sides of the issue support.

3. The administration could constantly kick the rule down the street through a series of delays until the President 
decides something more is necessary.

Interestingly, the President has not offi cially taken any position on the rule other than directing the DOL to delay the 

applicability date. There seems to be no appetite to fi x this through Congress, as the Democrats increasingly oppose the 

GOP on all issues in hopes of regaining control in either the House or the Senate in the 2018 elections. Combine all of this 

with the fact that the retirement industry itself has no consensus and you have one big unknown.

While current policy proposals do more to raise speculation than offer direction, the messages in the tea 

leaves are beginning to grow clearer. Lockton will continue to publish updates and provide interpretations as 

events unfold.


