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U5 PENSION FUNDING:
SINDINGS FROM MILLIMAN'S
CATEST ANNUAL STUDIES

By Ryan Cook, Tim Connor, Rick Gordon

Each year, Milliman publishes comprehensive
studies analyzing the funded status of U.S. defined
benefit (DB) pension plans across three primary sectors:
multiemployer plans, corporate plans, and public plans.

These studies provide a consistent perspective on the
financial health and evolving challenges of the nation’s
retirement systems. This article summarizes the 2025 findings
and draws comparisons across the sectors, highlighting the
trends and drivers that shaped results over the past year.

DB plans fall into three main categories, each serving a
distinct group of participants and operating under unique
regulatory frameworks.

Multiemployer plans are collectively bargained
arrangements typically covering unionized workers from
multiple employers within the same industry, such as
construction or trucking.

Corporate plans are sponsored by individual private-
sector companies and generally provide retirement benefits to
their own employees.

Public plans are established by state and local
governments to offer retirement security to public employees,
including teachers, police officers, and other civil servants.
The funding policies, regulatory oversight, and demographic
profiles of these plans differ significantly, shaping both their
challenges and strategies for long-term sustainability.

MULTIEMPLOYER PLANS: FUNDED STATUS CLIMBS,
SFA WINDING DOWN

In 2025, U.S. multiemployer DB plans continued a period
of notable financial improvement. According to the Milliman
Multiemployer Pension Funding Study, the aggregate funded
percentage for all multiemployer plans reached 103% as of
December 31, 2025, up from 97% at the end of 2024. The
aggregate funded percentage has improved 50 percentage
points since the 2008 global financial crisis and sits at its
highest level in Milliman’s nearly 20-year study period.

Strong investment returns were a major factor in the
improvement during 2025. Milliman’s assumed portfolio
for the study returned 13.9% for the year, based on a

multiemployer plan’s typical portfolio holdings of 49%
equity, 28 % fixed income, and 23% alternatives. This
significantly exceeded most plans’ assumed rate of return,
which is typically between 6.0% and 8.0% per year, with the
average in the study being around 6.8%.

The strong investment returns in 2025 continued a general
trend of favorable performance over the last decade, with the
Milliman assumed portfolio earning a compounded annual
return of 8.2% since 2015. In addition, annual employer
contributions have consistently exceeded combined benefit
accrual and administrative costs over the past decade, helping
to fuel the recovery.

The Special Financial Assistance (SFA) program, which
was established under the American Rescue Plan Act of 2021
to provide federal assistance to financially distressed plans,
is winding down. By year-end 20235, 146 plans had received
nearly $75 billion in SFA. Without SFA, the aggregate funded
ratio would have been 94% rather than 103%.

As of December 31, 2025, 90% of plans were 80%
funded or better, and 69% of plans were 100% funded or
more. Although the funded position has improved to its
highest level, meaningful risks remain, such as those related to
economic volatility and growing plan maturity.

Milliman’s multiemployer study reports on funded
percentages, where liabilities are developed using each
plan’s assumed rate of return on assets as the discount rate.
Other methods of measuring liabilities and funded status
may produce different results. The average discount rate
utilized in each of the three categories discussed in this article
(multiemployer, corporate, and public) is summarized in the
following paragraphs and contrasted in Figure 1.

CORPORATE PLANS: SURPLUS FUNDING AND LONG-
TERM RISK MANAGEMENT

U.S. corporate pension plans continued to strengthen their
financial position in 2025. The Milliman Corporate Pension
Funding Study, which analyzes the 100 U.S. public companies
with the largest DB plan assets, found the aggregate funded
ratio increased to 103.8% at fiscal year-end 2025, up from
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101.1% at fiscal year-end 2024. This marks the second
consecutive year of surplus funding, and the highest funded
status observed for these plans since 2007.

The improvement was driven primarily by strong asset
performance. The average investment return across the plans
studied was 8.8% for fiscal year 2025 (for most plans, fiscal
year 2025 coincided with calendar year 2025), outpacing the
average expected return assumption of 6.6%.

These returns more than offset upward pressure on
liabilities caused by a decrease in the average discount
rate from 5.39% to 5.31% over the fiscal year. Employer
contributions increased slightly to $17.9 billion but remain
well below the levels sustained throughout the decade
following the 2008 financial crisis.

Risk management remains a central focus for corporate
plan sponsors. Many continue to implement liability-driven
investment (LDI) strategies and pursue pension risk transfer
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(PRT) transactions, such as annuity purchases and lump-
sum windows. However, in 2025, PRT activity among the
companies in the study decreased to $12.6 billion compared
to $23.4 billion last year. This may be due to the higher
funded ratios opening additional risk management options.

A decades-long trend has seen corporate plans shift asset
allocations toward fixed income investments. At the end of
20235, the average allocation among these plans was 53 %
fixed income, 24% equities, and 23% other assets.

This shift is influenced by regulatory and accounting
standards that require liability valuations and minimum funding
calculations for corporate plans to be based on high-quality
bond yields. Aligning assets with liabilities through fixed-income
investment helps sponsors manage funded status volatility and
reduce the risk of unexpected contribution requirements.

With surplus funding now widespread and most plans
frozen, surplus management is becoming increasingly
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FIGURE 1: KEY METRICS FOR MULTIEMPLOYER, CORPORATE, AND PUBLIC PENSION PLANS

Funded Ratio:
Beginning of 2025

Funded ratio:
End of 2025

Plan type

Multiemployer 97% 103%

Corporate 101% 104%
(Top-100)

2025 Asset Return

Asset Allocation
(Equity / Fixed
Income / Other)

Discount Rate

13.9% 6.8% 49% / 28% / 23%
8.8% 5.3% 24% / 53% / 23%
12.4% 7% 41% / 22% / 37%

Note that measurement dates vary slightly between the studies and the different metrics. See the corresponding funding study for more details.

important. Current law only permits sponsors to use excess
assets for limited purposes (e.g., offsetting future pension
costs if a company chooses to re-open its pension plan).
Potential legislative changes could further expand
permissible uses for surplus assets, but in the meantime,
sponsors remain focused on protecting funded status gains and
evaluating the timing and structure of further de-risking moves.

PUBLIC PLANS: INVESTMENT GAINS AMID PERSISTENT
STRUCTURAL CHALLENGES

Public pension plans also recorded improvement in funded
status during 2025, though their aggregate funding remains
below that of the corporate and multiemployer sectors.
According to the Milliman Public Pension Funding Study, the
aggregate funded ratio for the 100 largest U.S. public pension
plans is estimated at 84.7% as of November 30, 2025, up
from 81.7% at November 30, 2024.

For context, the aggregate asset return for the 100 public
plans for the 2025 calendar year was 12.4%, a notable
investment gain compared to the median funding interest rate
assumption of 7.0%. Note that, as with multiemployer plans,
public plans use funding interest rates based on each plan’s
assumed rate of return on assets.

Asset allocation strategies among public plans differ from
those in the corporate and multiemployer sectors. As of the
latest data, the average allocation was approximately 41%
equities, 22% fixed income, 4% cash, and 33% alternatives
— including real estate, private equity, and hedge funds.

This represents a lower allocation to fixed income
and higher allocations to alternatives than in corporate
or multiemployer plans. Although alternatives can offer
diversification, they also introduce additional volatility and
complexity.

As with their private-sector counterparts, public pension
plans contend with ongoing cash-flow challenges as benefit
payments outpace annual contributions, making strong
investment performance and disciplined funding practices
increasingly important.

Over the 100 plans’ most recent measurement years,
reported contributions to the plans totaled $260 billion,
whereas benefit payments out of the plans totaled $356
billion. Governance and political constraints often complicate
efforts to adjust contributions or benefits in response to
changing circumstances.

Sustaining recent gains will require continued reassessment
of actuarial assumptions, a commitment to transparent
governance, and prudent risk management to ensure long-
term stability.

COMPARISON

Figure 1 summarizes key metrics for each plan type,
highlighting similarities and differences in investments,
discount rate, and funded status. Measurement dates differ
between sectors, reflecting unique reporting cycles.

All three sectors benefited from strong investment returns
in 2025, but funded status improvements vary due to
differences in funding policies, liability measurements, and
the impact of federal assistance programs. Asset allocation
strategies reflect each sector’s objectives and regulatory
environment.

OUTLOOK

Milliman’s 2025 studies show U.S. DB plans are,
collectively, in a stronger position now than in much of the
past two decades. Multiemployer and corporate plans are
experiencing historically high funded ratios, while public
plans have made meaningful progress despite persistent
challenges.

Looking ahead, the issues facing each sector are distinct.
Multiemployer plans will continue to navigate market
volatility and demographic pressures. Corporate plan
sponsors are expected to focus on surplus management.
Public plans must balance investment performance, funding
policies, and governance to sustain recent gains.

Milliman will continue to monitor these trends through
annual studies and monthly indices. pc
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