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Celebrating over 20 years of

RETURNING REVENUE SHARING
TO PARTICIPANTS DAILY

Securian has been crediting revenue sharing back to participant accounts on a daily basis since
1993, thereby eliminating inequity in assessing plan costs to participants.
Call the Securian sales team at 1-877-876-4015 to learn how we can help you bring industryleading fee levelization and transparency to your clients.

Securian Retirement
www.SecurianRetirementCenter.com
Securian Retirement’s qualified plan products are offered through a group variable annuity contract issued by Minnesota Life Insurance Company,
400 Robert Street North, St. Paul, MN 55101-2098
©2014 Securian Financial Group, Inc. All rights reserved.
F77261-3 6-2014 DOFU 6-2014
A03507-0614
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For financial professional or plan sponsor use only. Not for use with the participants.
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OUR APPROACH TO
401(k) RETIREMENT PLANS:
PROVIDING YOU AND YOUR CLIENTS
WITH SUPERIOR SERVICE

There’s a different approach at John Hancock. Simply put, we provide you with the service, tools and
resources you need to build an efficient and profitable retirement plan business. That’s probably why
we’ve been voted #1 by you for best overall service for plans under $5 million for the past 6 years in the
PLANADVISER survey*. If you’re not already partnering with John Hancock – why not? We offer you the
tools and support to help you grow your 401(k) business. Learn why we’re easy to do business with. Visit
www.buildyour401kbusiness.com.

* PLANADVISER Magazine (Sept/Oct 2013). Favorite Recordkeeping Service Provider for plans less than $5 million.
The 2013 Retirement Plan Adviser Survey ranked 34 defined contribution providers across 16 different categories. Results are based on 404 qualified advisers asked to
select the DC provider with the best service in each category.
John Hancock Life Insurance Company (U.S.A.) and John Hancock Life Insurance Company of New York are collectively referred to as “John Hancock”.
Both John Hancock Life Insurance Company (U.S.A.) and John Hancock Life Insurance Company of New York do business under certain instances using the John Hancock
Retirement Plan Services name. Group annuity contracts and recordkeeping agreements are issued by: John Hancock Life Insurance Company (U.S.A.), Boston, MA 02210
(not licensed in New York) and John Hancock Life Insurance Company of New York, Valhalla, NY 10595. Product features and availability may differ by state. Plan administrative services may be provided by John Hancock Retirement Plan Services LLC or a plan consultant selected by the Plan.
NOT FDIC INSURED | MAY LOSE VALUE | NOT BANK GUARANTEED | NOT INSURED BY ANY GOVERNMENT AGENCY
© 2014 All rights reserved.
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The Participant
Experience 3.0
4The Participant Experience.
o
4Enhancing Participant Outcomes.
o
4Financial Wellness.
o
The mention of these words amongst retirement plan consulting and provider
professionals invokes many thoughts and definitions. No matter what you
call it, the participant experience is at the forefront of discussions between
advisors and plan sponsors as well as within retirement industry circles.
But what does it mean?
Ask 10 different advisors and you may
get 10 different answers.
To answer this question it may be helpful
to briefly examine the evolution of
retirement plans over the past 35 years
before there were computers on every
desk, cell phones in every pocket, and the
term “notebook” referred not to your iPad
or Kindle but to an actual pad of paper.
Back then, defined benefit plans were the
standard, and employees had virtually
ZERO control over the amount of their
retirement benefit or their investment
direction. Over the next two decades
defined contribution, specifically 401(k)
plans (403(b) and 457 for certain taxexempt organizations and municipalities),
became
the
primary
retirement
accumulation vehicle for most Americans,
allowing participants significant control
over their retirement income.
During this period, advisors kept
plan sponsors on track with high
quality providers, competitive fees,
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and helping them meet the myriad of
ERISA compliance requirements. While
technology and consumerism drove
providers to offer participants control
over their retirement accumulation, the
outcome for most employees fell woefully
short of the retirement income needed
to sustain their standard of living at
retirement.
This period was version 1.0 of
the participant experience — defined
contribution plans and provider services
that allowed participants significant
control over their own retirement income.
In the past several years, the focus on
behavioral finance and “auto-everything”
plan design attempted to bridge that
gap. These features set participants on
a course of action that enhance their
retirement income outcomes without any
employee decision making.
This period is version 2.0 of the
participant experience—plan design that
creates the highest possible retirement
income without the need for participants
to make decisions.

Retirement Plan Advisory Group

Although it has taken a few years to
gain traction, all signs are showing
that it’s working. Younger employees
who otherwise might not have EVER
participated in their employer’s retirement
plan are being automatically enrolled.
Many are on track to build a substantial
nest egg.
Or are they?
What about all of the other financial
information that is essential to the
retirement
planning
process
for
participants? IRAs? Accounts from
former employer plans? Non-retirement
savings accounts? Old defined benefit
plan benefits? Home equity?
While retirement plan advisors are well
positioned to provide employees with
solutions that create successful financial
outcomes, they need this financial data
to provide holistic solutions for plan
participants.
We are on the very cusp of version 3.0
of enhancing participant outcomes—
aggregation and analysis of total

F E AT U R E A R T I C L E

1. Houses all participant information.
2. Can be easily
participant.

accessed

by

the

3. Can be easily accessed by the advisor.

participant financial information to create
better lifestyle outcomes.
Version 3.0 of enhancing participant
outcomes will connect ALL of the
participant’s financial and demographic
information with their 401(k), 403(b), or
457 account balance in order to provide
meaningful solutions that create successful
FINANCIAL and LIFESTYLE outcomes for
plan participants.
Version 3.0 of the participant experience
will be about EMPLOYEE DATA and the
ease with which it can be aggregated to
create more successful holistic outcomes.
Step 1 will be the creation of technology to
connect and gather data on a participant’s
retirement account balance. While this
already exists, the willingness of providers
to share the participant information with
third parties is being met with resistance—
and for GOOD REASON. Total assets in
distributions from 401(k) and related plans
in the next few years are likely to eclipse
total plan contributions, and as a result,
providers and advisors who have access
to DATA, and have RELATIONSHIPS with

plan participants, will be in the best position
to offer rollover IRAs and other financial
services products that are widely accepted
by plan participants. The answer to which
parties should have access to this data will
ultimately be made by plan sponsors.
Step 2 will be to develop a process for how
to aggregate the participant financial data
from outside the retirement plan. While
data aggregation software exists today, it
is typically not connected with participant
financial and demographic data collected
by retirement plan providers.
How is
all of this financial information going to
come together? Where is it going to be
aggregated?
Will it be by retirement
plan providers? Other financial services
providers? Tech companies? How will
advisors and providers work together in
cooperation with these data aggregators to
build products and services for employees
that are priced competitively and that can
help create successful outcomes? We
have only begun to answer some of these
questions.
While the evolution of step 2 of version 3.0
will take many twists and turns, it seems
that the ideal design will likely include a
technology portal that:

4. Allows recordkeepers and DCIOs to
have a stake in the de-accumulation (IRA
and rollover IRA) asset management
business.
5. Has scale and institutional pricing .
6. Allows the advisor to be compensated
fair and reasonably for value-added
participant solutions.
While it is still too early to know how all of this
will come together, the CLEAR WINNER in
this process must be the participants, and
their ability to meet their retirement income
and lifestyle objectives.
Our role at Retirement Plan Advisory Group
will be to continue to work with providers,
broker dealers and data aggregators to
develop and execute solutions for YOU and
YOUR CLIENTS that help create successful
outcomes for their employees.
So, we’ve reached the END of the
BEGINNING, and the rest is yet to come!

Chief Inspiration Officer,
Vince Giovinazzo
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T:8.5”

NOW THERE’S A SCIENCE BEHIND

YOUR SUCCESS.

T:11”

MassMutual Planaly tics SM is our award-winning combination of custom data,
technology, targeted participant communications and retirement readiness tools that
helps participants retire on their own terms. It leverages actual data — not averages or
assumptions — to appropriately measure, inspire and help improve plan and participant
outcomes. Which means as a financial professional, you can prove you’re making a difference
to the plan sponsors and participants you serve. To learn how Planalytics can help you
show your value, call MassMutual at 1-866-444-2601 or visit MassMutual.com/Retire

TOTAL RETIREMENT SERVICES + TPA + DEFINED CONTRIBUTION + DEFINED BENEFIT + NONQUALIFIED + NONPROFIT +
PUBLIC SECTOR + TAFT-HARTLEY + STABLE VALUE + PEO + IRA

©2014 Massachusetts Mutual Life Insurance Company. All rights reserved. MassMutual Financial Group refers to Massachusetts Mutual Life Insurance Company (MassMutual)
[of which Retirement Services is a division] and its affiliated companies and sales representatives. Mutual Fund Industry Awards “Hall of Fame” selection announced
12/2/13 by Fund Industry Intelligence & Fund Director Intelligence (Euromoney Institutional Investor) for MassMutual’s prior awards: Retirement Leader of the Year for industry
leadership and excellence in retirement plan services, April 2012; Deal of the Year, April 2013; Ad Campaign of the Year, April 2013. MassMutual is the only firm ever to
have earned a Hall of Fame induction in just two years. RS: 34080-00
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to provide a smoother ride.

Can you keep more participants
on the path to retirement?

A

Choose a target-date fund designed
to provide a smoother ride.

Seek Better Outcomes

|

ipro.americancentury.com/Choice

|

800-345-6488

Volatility can destroy wealth more quickly than it is made. Participants who experience this first hand tend to abandon their investments.
Providing a smoother ride by limiting volatile return streams may encourage participants to stay the course throughout a variety of
market environments.
One ChoiceSM Target Date Portfolios stand out with top-ranking, risk-adjusted returns through one of the most volatile decades in market
history. Our portfolio management team, with an average of nearly 25 years of experience, provides veteran insight and expertise in target-date
fund risk management and portfolio construction. With a risk-aware glide path, effective asset allocation and disciplined active management, they
seek to increase the likelihood of success for the greatest number of participants.

10-Year Sharpe Ratio
Percentile Rank

One Choice Stands Out
Top-decile Sharpe Ratios demonstrate competitive risk-adjusted returns
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Data as of 12/31/2014. Source: Morningstar.

You should consider the fund’s investment objectives, risks, charges and expenses carefully before you invest. The fund’s prospectus or
summary prospectus, which can be obtained by visiting americancentury.com, contains this and other information about the fund, and
should be read carefully before investing.
A target-date portfolio’s target date is the approximate year when investors plan to retire or start withdrawing their money. The principal value of the investment is not guaranteed at any time, including at the target date.
Each target-date portfolio seeks the highest total return consistent with its asset mix. Over time, the asset mix and weightings are adjusted to be more conservative. In general, as the target year approaches, the portfolio’s allocation
becomes more conservative by decreasing the allocation to stocks and increasing the allocation to bonds and money market instruments.
The Sharpe Ratio is a risk-adjusted measure developed by William F. Sharpe, calculated using standard deviation and excess return to determine reward per unit of risk. The higher the Sharpe Ratio, the better the fund’s historical
risk-adjusted performance. Sharpe Ratios shown for portfolios with 10 years of history. Fund name, 10-year rank/number of funds in category: In Retirement, 8/83 funds; 2015 Portfolio, 1/34 funds; 2025 Portfolio, 1/29 funds; 2035
Portfolio, 1/29 funds; 2045 Portfolio, 1/14 funds.
2015 Morningstar, Inc. All Rights Reserved. Certain information contained herein: (1) is proprietary to Morningstar and/or its content providers; (2) may not be copied or distributed; and (3) is not warranted to be accurate, complete or
timely. Neither Morningstar nor its content providers are responsible for any damages or losses arising from any use of this information.
American Century Investment Services Inc., Distributor. ©2015 American Century Proprietary Holdings, Inc. All rights reserved. IN-ADV-85041 1502
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14 TImeS THe PoPUlATIon oF
loS AngeleS wIll ReTIRe BY 2020.
T:4.525 in

we need to think differently.
Are you up to the retirement challenge?
bringyourchallenges.com

© 2014. Prudential, the Prudential logo, the Rock symbol and Bring Your Challenges are service marks of Prudential Financial, Inc. and its related entities, registered in many jurisdictions worldwide.
Source: U.S. Census. Retirement products and services are provided by Prudential Retirement Insurance and Annuity Company, Hartford, CT, or its affiliates. PRIAC is solely responsible for its financial
condition and contractual obligations.
0262352-00001-00
4_MB_General_IMPACT_7.75x4.525.indd 1
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Neuberger Berman is proud to sponsor

The Retirement Plan Advisory Group
Since 1939, Neuberger Berman has worked toward a single goal: helping clients preserve and build wealth.
Neuberger Berman retirement specialists are dedicated, experienced professionals who have the skill and
knowledge to deliver retirement-focused solutions.

For more information please visit www.nb.com.
The “Neuberger Berman” name and logo are registered service marks
of Neuberger Berman Group LLC. Neuberger Berman LLC is a Registered
Investment Advisor and Broker-Dealer. Member FINRA/SIPC.
©2014 Neuberger Berman LLC. All rights reserved.

M0223_0514_RPAG_Annual_Conference_Ad_7.75x4.525_r1.indd 1

5/28/14 1:51 PM

HELP PARTICIPANTS

NAVIGATE
TO RETIREMENT
FRANKLIN LIFESMART RETIREMENT TARGET FUNDS
TM

To help plan participants reach their retirement goals, Franklin LifeSmart Retirement
Target Funds are designed to seek the highest level of long-term total return, while
continuously managing investment risk.
To see why Franklin LifeSmart is a smart choice for your clients’ retirement plans, visit
franklintempleton.com/lifesmart.
Investors should carefully consider a fund’s investment goals, risks, charges and expenses before investing.
To obtain a Franklin Templeton fund summary prospectus and/or prospectus that contains this and other
information, call 1-800-342-5236. Investors should read the prospectus carefully before investing.
All investments involve risks, including possible loss of principal. Principal invested is not guaranteed
at any time, including at or after the fund’s retirement target date; nor is there any guarantee that the
fund will provide sufficient income at or through the investor’s retirement.
© 2014 Franklin Templeton Distributors, Inc.

5/28/14 May 28 3:37 PM

USEN_LIFESMART_GPS_TRADE_7.75x4.525_IMPACT_070114
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Written By: Franklin Templeton

Building Better
Retirement Outcomes,
with Better Tools
The rise of defined contribution (DC) plans as the primary retirement
vehicle for U.S. workers over the past few decades is here to stay.
However, the data shows that DC plan
performance has persistently lagged
that of institutional investment portfolios
(endowments, state pensions and other
defined benefit (DB) plans). For example,
data from Towers Watson shows that DB
plans have outperformed DC plans in 12
of the past 17 years (from 1995 to 2011),
and by an average of 76 bps annually.1
This differential may seem insignificant,
but over a 40-year working career, the
impact amounts to a 35% reduction in the
participant’s future account value.
A potential explanation for the performance
disparity is that large pools of institutional
capital often utilize a wider variety of
sophisticated strategies than most DC
plans. Above and beyond the difference
in fees, we argue that strategy selection
plays a much larger role, particularly when
considering the broad universe of assets
generally available within institutional
investment portfolios, including alternative
investments, high-yield bonds and global
equity and fixed income.
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If institutional portfolios have historically
delivered better outcomes in part through
exposure to a broader, more diverse
asset mix, how can we justify restricting
DC participant investment into a narrower
subset of the investable universe?
We argue that traditional DC investment
menus need to provide a taste of global
diversification and an expanded palate of
strategies. Diversified multi-asset mutual
funds as well as white-label investment
options that draw on the expertise of
multiple underlying investment managers
are solutions for such diversification among
strategies that may be able to take a bite
out of the performance dichotomy.
Stone-Age Tools
The typical DC plan still uses what we refer
to as “stone-age” tools, the same tools
we’ve been using for the past 20 or 30
years.
When DC plans were first introduced as
participant-directed supplemental savings

Retirement Plan Advisory Group

plans, there was a focus on protecting
participants from bad decisions and, as a
result, investment selection eschewed socalled “exotic” asset classes.
DC plan lineups offer numerous equity
investment options. However, the lowest
recent 10-year cross correlation is between
small cap and emerging market stocks at
0.75 (Figure 2).

F E AT U R E A R T I C L E

On the other hand, fixed income correlations
for the same period are lower, with even
some negative correlations (Figure 3),
suggesting that additional diversification
may be more effective.

According to Cliffwater research, institutional
portfolios generally make more significant
allocations to alternative investments and
likely have benefitted as a result, outpacing

the performance of DC assets. Historically,
large pension plans and endowments have
allocated 15% and 54% to alternatives
respectively4. (Figure 4)

Think Globally, Act Globally
According to a recent Franklin Templeton
survey, U.S. investors tend to exhibit a
“home-country” bias when it comes to equity
and especially fixed income allocations.2
Are plan sponsors promulgating this bias
in their investment lineups? Home-country
bias can mean missing out on the possibility
of improved portfolio diversification—and
potential retirement outcomes—when U.S.
markets underperform..
Alternatives: The Next Course
Half of today’s 401(k) assets are in plans
with more than $750M in assets under
management (AUM)3; however, those assets
are usually not invested the way we would
expect near-billion dollar pools of capital to
be allocated. While some endowments and
foundations have allocated to alternative
investments, we believe DC plans typically
have taken a more traditional approach.

Note that alternative investments such as unregistered hedge funds, private equity and real estate investments are
typically more speculative in nature as they employ more complex trading strategies entailing additional, unique risks
and considerations, including but not limited to hedging and leveraging through use of derivatives and short selling,
illiquid investments and less regulation than mutual funds. Target date funds, in contrast, are publicly offered, SECregistered mutual funds that typically hold more traditional investments and allocate to such over a predetermined
period to reflect investors’ changing tolerance for risk, generally adjusting the asset mix from more aggressive
investments early in the life of the fund to more conservative investments as the investors approach their targeted date.
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While every plan sponsor balances many
risk/reward considerations, we believe
that by adding alternative investments,
DC plan participants can potentially
benefit from added diversification and
enhanced alpha opportunities. Additional
advantages can include lower levels of
volatility and correlation when compared
to traditional asset classes. (Figure 5)

believe these decisions are not mutually
exclusive and sponsors should focus on
creating the best potential investment
outcomes net of fees.
Institutional
portfolios
are
typically
constructed around their investment
principles – e.g., high conviction asset
classes use more of the active risk budget
while low conviction asset classes utilize

Closing the Gap
We acknowledge that allowing participants
to construct their own portfolios with
sophisticated asset classes can be akin to
running with scissors. But just because an
asset class is a part of the traditional toolkit
does not always make it inherently safer.
We believe that diversified global,
alternative, and multi-sector fixed income
investment strategies are worth further
consideration. While it’s true that, given
the rise of automatic enrollment, many
participants are already being defaulted
into diversified multi-asset investment
options, we believe that plan sponsors
can offer improved diversification by using
target date mutual funds that provide
exposure to an even wider array of asset
classes or by constructing their own whitelabel investment options that draw on the
expertise of multiple underlying investment
managers. This can be achieved without
providing unfettered exposure to exotic
asset classes.
With the right combination of tools,
including looking beyond traditional asset
classes, we believe we can build better
retirement outcomes for all.

Passive Aggression
In addition to asset class limitations within DC
plans, we believe the quality of investment
thinking has generally been constrained by
overly simplistic approaches with respect to
the merits of active management. Typically,
DC plans approach the active versus
passive decision as a binary choice. We
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passive investments to reduce overall
portfolio fees. The conversation is not
generally an either/or proposition; rather,
both can, and do have a place. Within
active portfolios, managers can express
and implement high conviction views to
provide a potential source of alpha that
index funds generally do not afford.

Retirement Plan Advisory Group

1
Towers Watson, “DB Versus DC Investment
Returns: The 2009 – 2011 Update,” May 2013.
Past performance does not guarantee future
results.

Franklin Templeton Investments 2014 Global
Investor Sentiment Survey. The survey was
conducted online by ORC International in
January 2014 and polled 11,113 investors
across 22 countries.

2

ICI Research Perspective, Investment
Company Institute, December 2013.

3

NACUBO Commonfund Study of Endowments,
2012. Most recent data available.
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We believe
a stronger future begins
with a thoughtful partner.
At J.P. Morgan Asset Management, we put our
best thinking from across our organization to work to
strengthen the ability of advisors, plan sponsors and
individuals to meet today’s retirement challenges.
Our experience, resources, tools and insights make
us well equipped to impact retirement outcomes.

To start building a stronger retirement
future, please contact your J.P. Morgan
representative or call 1-877-576-4632.

jpmorgan.com/retirement
Opinions and statements of financial market trends that are based on current market conditions constitute our judgment and are subject to change without notice.
The views and strategies described may not be suitable for all investors.
IRS Circular 230 Disclosure: JPMorgan Chase & Co. and its affiliates do not provide tax advice. Accordingly, any discussion of U.S. tax matters contained herein (including any attachments) is not intended or
written to be used, and cannot be used, in connection with the promotion, marketing or recommendation by anyone unaffiliated with JPMorgan Chase & Co. of any of the matters addressed herein or for the
purpose of avoiding U.S. tax-related penalties.
J.P. Morgan Asset Management is the marketing name for the asset management businesses of JPMorgan Chase & Co. and its affiliates worldwide. JPMorgan Distribution Services, Inc., member FINRA/SIPC.
© 2014 JPMorgan Chase & Co. All rights reserved.
We believe ad_RPAG 2014 7.75x9.5.indd 1

6/16/2014 3:07:05 PM
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You need smarter components
to build a smarter glide path.
American Funds Target Date Retirement Series®
Our glide path within a glide path has
produced superior lifetime results.

American Funds Target Date
Retirement Series Glide Path
American Funds Target Date Glide Path
Accumulation

Transition

Distribution

100%

At American Funds, we believe it
takes meaningful equity exposure

Our equity sleeve
glide path within a glide path

50
40

historically higher yielding equity

20

0

path to help manage market risk

employs a single glide path, keeping
a relatively constant mix of growth
and income through retirement.

Growth funds

10

equity glide path within our glide

Yet a typical static approach

Equity-income/Balanced funds

30

funds, we create a lower volatility

the amount of equities over time.

Growth-and-income funds

60

gradually shifting allocations to

All target date glide paths reduce

Fixed income funds

80
70

to meet retirement objectives. By

and address longevity risk.

90

45

40

35

30

25

20

15

Years before retirement

Traditional equity sleeve
static equity allocation

10

5

+5

Retirement

+10 +15 +20 +25 +30

Years after retirement

The results speak for themselves.
Superior Results: A history of above-average
results with lower volatility. 1
Exceptional Underlying Funds: They have
beaten their respective Lipper peer indexes in
93% of rolling 10-year periods. 2
Low Expenses: Costs below their
financial-advisor-sold peer averages.3

Visit us online to explore our strategic difference • americanfunds.com/targetdatefunds • (800) 421-9900, ext. 3

Investments are not FDIC-insured, nor are they deposits of or guaranteed by a bank or any other entity, so they may lose value.

Investors should carefully consider investment objectives, risks, charges and expenses. This and other important information is contained in the
fund prospectuses and summary prospectuses, which can be obtained from a financial professional and should be read carefully before investing.
American Funds investment professionals actively manage each target date fund’s portfolio, moving it from a more growth-oriented approach to a
more income-oriented focus as the fund nears its target date (the year in which an investor is assumed to retire and begin taking withdrawals), and
continue to manage each fund for 30 years after it reaches its target date. Although the target date funds are managed for investors on a projected
retirement date timeframe, the funds’ allocation approach does not guarantee that investors’ retirement goals will be met.
The target allocations shown are effective as of January 1, 2015, and are subject to the Portfolio Oversight Committee’s direction. The funds’
investment advisor anticipates that the funds will invest their assets within a range that deviates no more than 10% above or below these allocations.
Underlying funds may be added or removed during the year. For quarterly updates of fund allocations, visit americanfundsretirement.com.
1
Relative to their Morningstar indexes since the Series launched in 2007; as of September 30, 2014. 2 Based on Class R-6 share results for rolling
periods through December 31, 2013. Periods covered are the shorter of the fund’s lifetime or since the comparable Lipper index inception date.
3
Based on the net expense ratios of the American Funds Target Date Retirement Series funds (Class R-3) as compared to the most recent prospectus
average expense ratios for the Morningstar Retirement, Medium peer averages, which are composed of target date funds classified by Morningstar as
Retirement share class type with a 12b-1 fee greater than 0% and less than or equal to .50% on September 30, 2014.
We offer a range of share classes designed to meet the needs of retirement plan sponsors and participants. The different share classes incorporate
varying levels of advisor compensation and service provider payments.
© 2015 American Funds Distributors, Inc.
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Written By: Jeff Elvander, CFA, Chief Investment Officer,
Retirement Plan Advisory Group

The Most Important Assumption
Since the launch of the first target date fund (TDF) in 1993, its story has been an elegant
and simple one—select the date around when the participant plans to retire and the
fund will take care of everything. As the retirement date approaches, the TDF will
rebalance to a more conservative mix, and manage that mix not only into retirement,
but throughout it as well. The TDF is a “one stop shop” where the participant can
“set it and forget it.” It was that easy; pick a fund corresponding to the participant’s
retirement date and they were done.
If only it were that simple.
The TDF has proven to be no silver bullet
for plan participants with most studies
showing that those invested in TDFs are just
as poorly prepared for retirement as those
not invested in TDFs. While the TDF may
have made the investment decision easier,
it did not necessarily make the retirement
outcome better. It’s true that TDFs are likely
better than participants building their own
asset allocation, but, is it really that difficult?
Simply ask a participant to explain the
difference between stocks and bonds. If
this leads back to the TDF, what next? If
the TDF isn’t the answer, what is? How
can participants make a better investment
decision when the very solution touted to do
so fails in its endeavor?
It may help by first understanding the TDF’s
flaw—assumptions. Every TDF makes
assumptions—risk, future returns, and
funding levels. Achieving a successful
retirement outcome is complex enough
without being consumed by all the
assumptions that comprise potential
outcomes. In fact, beyond simple and
elegant are the assumptions each TDF
provider makes on your behalf. All create
projected different retirement outcomes.
No two TDFs are the same, including their
outcomes.
“Ten percent of nothing is nothing.”
Among all of the assumptions lies the
most important assumption of all—the
savings rate. As the saying goes, “Ten
percent of nothing is nothing.” While
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investment assumptions are important to
the investment mix and the optimal target
date fund, the participant savings rate and
the degree to which they are funding their
retirement are critical. As the saying above
implies, the highest earning TDF will never
get participants to where they want to be if
they haven’t saved enough in the first place.
Which leads to the most important point—
target date providers make different
assumptions about participant savings
rates. Assumptions are made based on
and for the average participant. Even then,
assumptions vary greatly. A participant is
only average after the other million people
in the sample are included then divide by
a million plus one (the participant). Further,
those most disadvantaged in this exercise
are the participants not saving enough as
well as the participants purportedly doing
well for themselves by saving more than
enough. These two groups are severely
underrepresented when using averages.
The industry, in general, thinks participants
don’t save enough.
Acknowledging this, how do we make the
investment decision better for participants
if it’s not TDFs? Surely participants can’t do
this themselves, or can they?
Yes, they can! When the savings rate and
funding for retirement play such an integral
role in retirement, it is easier than you think.
Defined benefit plans call this “liability
driven investing” (LDI). The concept simply
means how much a participant saved
(funded status) plays an integral role in
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asset allocation. For participants on track to
save enough, their asset allocation should
be more conservative than participants who
are barely funding their plan. Late savers
need to take more risk in their portfolio if
they hope to retire as successfully as the
participant who has saved enough.
Is the savings rate really an assumption
after a participant enrolls?
In fact, savings rates are known for every
participant once they have enrolled. The
most important, and typically, wrong
assumption becomes a fact after this
point. Enter the risk-based TDF—a TDF
that has multiple glidepaths based on
different assumptions. The most important
assumption, of course, is the participant
savings rate. Multiple glidepaths allow
participants the ability to get on the right
glidepath, incorporating its individual
savings rate. This is similar to a defined
benefit plan incorporating their funded
status. No assumptions are needed!
Participants with double digit deferral rates
should use a conservative glidepath while
participants deferring 6% or less should
use an aggressive one. Neither should use
a moderate glidepath, but that is exactly
what is provided by an industry based
on assumptions. The participant already
decided how much to defer. They know
how well (or not) they are funding their
retirement. Now, if only they had more than
one industry standard glidepath to choose
from, they would be able to make their own
better investment decision.
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Partnering with DC Advisors, Every Day
At Goldman Sachs Asset Management (GSAM), we partner with
institutions and their advisors every day to deliver thoughtful solutions to
help participants seek to achieve financially secure retirements.

Goldman Sachs Asset Management
Delivers...
n

ENHANCEMENT to the advisor value prop

n

EXPERTISE in defined contribution and defined benefit plan asset management

n

DEEP RESOURCES and THOUGHT LEADERSHIP in portfolio construction,

risk management, stable value and qualified default investment options (QDIA)
n

GLOBAL PERSPECTIVES on economics and investing

n

DEDICATED support for recordkeeping and brokerage platforms

Established in 1988, Goldman Sachs Asset Management is one of the world’s leading asset managers:
Ranked among the top 10 Defined
Contribution Investment Only providers1

Over $935.2 billion in
assets under supervision2

Over 1,900 professionals
based in 32 locations worldwide2

Learn more about how GSAM can partner with you. Contact us at (800) 559-9778.
1 Pensions & Investments, GSAM; March 31, 2014, Based on Defined Contribution Investment Only Assets Under Supervision (AUS). 2 March 31, 2014. AUS includes assets under

management and other client assets for which Goldman Sachs does not have full discretion. These materials are provided solely on the basis that they will not constitute investment
advice and will not form a primary basis for any person’s or plan’s investment decisions, and Goldman Sachs is not a fiduciary with respect to any person or plan by reason of providing
the material or content herein. Plan fiduciaries should consider their own circumstances in assessing any potential investment course of action. The material provided herein is for
informational purposes only. It does not constitute an offer to sell or a solicitation of an offer to buy any securities relating to any of the products referenced herein, notwithstanding
that any such securities may be currently being offered to others. Confidentiality: No part of this material may, without GSAM’s prior written consent, be (i) copied, photocopied or
duplicated in any form, by any means, or (ii) distributed to any person that is not an employee, officer, director, or authorized agent of the recipient.
© 2014 Goldman Sachs. All Rights Reserved. Date of first use: July 2, 2014. 132567.OTHER.TMPL/7/2014
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Why view target date
performance the same way
when every client is diferent?
T:4.525”

When choosing a target date solution for your clients, performance is only one consideration. T. Rowe Price
offers two target date solutions designed for different plan objectives, risk priorities, and participant needs.

To learn more about evaluating target date solutions,
go to troweprice.com/tdfs
Call 1.800.638.7780 to request a prospectus or summary prospectus; each includes investment objectives, risks, fees, expenses, and
other information that you should read and consider carefully before investing. The principal value of the target date funds is not guaranteed
at any time, including at or after the target date (the approximate year an investor plans to retire, assumed to be age 65, and likely stop making new
investments in the fund). The target date funds’ investment strategies and allocations among a broad range of underlying T. Rowe Price stock and
bond funds will change over time according to a predetermined glide path, which shows how the funds’ asset mixes become more conservative—
both prior to and after retirement—as time elapses. The target date funds are not designed for a lump-sum redemption at the target date and do not
guarantee a particular level of income.
T. Rowe Price Investment Services, Inc., Distributor.
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clear view of retirement,

improving outcomes
Rainy

Cloudy

Partly Sunny

Sunny

We keep participants on course toward a funded retirement.
What makes our approach to retirement readiness so effective is that it’s so
personalized. At any time, participants can check their own retirement forecast
to get an idea of whether they’re on course toward a funded retirement and,
if not, what steps they can take to improve it. Think how much more engaged your
clients’ participants would be with this kind of actionable guidance. To learn more,
call 888-401-5826 or visit trsretire.com.

Securities offered through Transamerica Investors Securities Corporation (TISC),
440 Mamaroneck Avenue, Harrison, NY 10528. Transamerica and TISC are affiliated companies.
14599-FA_AD (01/14)
© 2014 Transamerica Retirement Solutions Corporation
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Short-term volatility. Low rates. Declining yields.
What if it’s time to think about the markets differently?
At Natixis Global Asset Management, we have. The result is
Durable Portfolio Construction®, a fresh perspective designed
expressly to meet today’s challenges. Because it’s time for a
change. Because investors deserve a better way.
FOR A NEW LOOK AT TODAY’S MARKETS,
VISIT DURABLEPORTFOLIOS.COM
Follow us @FA_Forum
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Natixis Global Asset Management consists of Natixis Global Asset Management, S.A., NGAM
Distribution,
L.P.
(“NGAM
Distribution”),
NGAM Advisors, L.P. (“NGAM Advisors”), NGAM S.A. and
| Retirement
Plan
Advisory
Group
NGAM S.A.’s business development units across the globe, each of which is an affiliate of Natixis
Global Asset Management, S.A. The affiliated investment managers and distribution companies
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Written By: Kevin Kidwell, Vice President, Tax-Exempt,
OneAmerica

Tax-exempt Opportunities:
How changes in healthcare have presented
opportunities for advisors
The Affordable Care Act (ACA) has affected employers across all industries and all
income levels — from small, independently owned businesses to large corporations.
In fact, 43% of employers state the ACA has affected their retirement benefits strategy.
Of those, 63% believe it will ultimately mean fewer dollars spent on retirement plans.* A
change in strategy will be necessary, particularly for those in the tax-exempt market as
they struggle with how to stay competitive with even less money.
Historically, research has shown us that taxexempt organizations have placed more
emphasis on their benefits package to
offset the fact that they often times cannot
compete on pay. In the past this has worked
well for them because they were able to
pay a larger percentage of healthcare
costs, had retirement plans with employer
contributions and many even have
offered a defined benefit plan. Changes
in healthcare and the resulting increased
costs are forcing tax-exempt organizations
to re-evaluate their benefits strategy. “The
issue is that, as a result of these changes,
organizations are viewing the retirement
plan and the healthcare plan as competing
benefits when really they should be viewing
them holistically,” says Kevin Kidwell, vice
president of national tax-exempt sales for
the companies of OneAmerica®.
This is where advisors can add value and
step in to help. The opportunity lies with
those advisors who have a more general
knowledge of current policy, such as the
ACA and its effect on employers and
employees. Being able to navigate this
complex landscape can be of real value
to human resource departments who
are struggling to implement the required
changes and explain the impact to
employees.
One thing advisors can do to demonstrate
how the two benefit programs can work
together is to provide examples of situations
where the two may overlap. Being able to
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understand how one plan may affect the
other will enable plan sponsors to better
explain the importance of both to their
employees. For example, many plans
have moved away from PPOs and are now
offering high-deductible health plans with a
health savings account (HSA) component.
This is an opportunity for the advisor to
explain how an appropriately funded
HSA may help employees avoid loan and
hardship withdrawals from their retirement
plan when facing unexpected health issues.
Another value-add that advisors can
provide is to help plan sponsors figure
out how to allocate their money wisely.
Due to changes in healthcare, employers
are challenged now more than ever to
stretch their dollars. “We recently worked
with an advisor and a hospital, in trying
to control their budget, to develop crosstesting components to their employer
contributions,” explains Kevin. “We were
able to take this plan with 3,000 employees
and $250M in assets and break it down into
five separate rate groups. The employer’s
objectives were to reduce the marginal
cost on new employees entering the plan,
optimize contributions from the employer
to physicians and keep the budget flat or
even reduce its plan contributions. This was
all driven by changes in healthcare with
an end result of the retirement plan being
utilized as a strategic component of the
business.”
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Lastly, advisors should leverage some of
the industry relationships that they have to
better position themselves in the tax-exempt
market. Given the changes in healthcare,
advisors should seek to capitalize their
relationships with vendors and industry
professionals. For example, law firms that
specialize in the healthcare market are an
excellent resource to help understand the
influence of health care reform on retirement
plans. In addition, working with a plan
provider who can effectively communicate
and educate participants about how to
improve their financial wellness is of equal
importance.
The companies of OneAmerica® have
an award-winning participant education
program called One Day is Today®. This
program includes five topical areas to help
participants improve financial wellness
and contribute more towards retirement.
Probably the most important topic in the
program is Personal Finance. “This topic
is extremely important because a person’s
ability to control their personal finances has
a direct correlation to their ability to save
for retirement and plan for unexpected
expenses, such as medical expenses,”
states Kevin.
The bottom line is, given the changes
in healthcare, there are a wealth of
opportunities for advisors to provide added
value to their clients. Working with industry
experts and plan providers who can
provide deep-rooted experience and ways
to navigate this landscape is a bonus.
For more information on the retirement
products and services offered by the
companies of OneAmerica®, visit www.
oneamerica.com or contact Kevin Kidwell,
vice president of national tax-exempt
sales at 317-285-2635 or at kevin.kidwell@
oneamerica.com.
*LIMRA Secure Retirement Institute Study, April 2014.
Note: The companies of OneAmerica® include: American United
Life Insurance Company®, The State Life Insurance Company,
OneAmerica Retirement Services LLC, McCready and Keene,
Inc., OneAmerica Securities, Inc., Pioneer Mutual Life Insurance
Company® (PML) and AUL Reinsurance Management Services.
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Making it
personal
every step of

the way

Are you spread too thin?

Work with a provider who will be there to
support the growing needs of your business.
Find out why 95 percent of the financial
professionals that we work with say they
are very satisfied with our local office
support, product knowledge and industry
experience. The companies of OneAmerica
are 100 percent financial professional driven
and have companies with a 135 year heritage
to draw from.

The companies of OneAmerica® offer:

401(k), 403(b), 457, Defined benefit & esop

Get to know us at OneAmerica.com/
financial-professionals.

Retirement services provided by the companies of OneAmerica®

Registered products issued by American United Life Insurance Company® (AUL) are distributed byOneAmerica Securities, Inc.,
Member FINRA, SIPC, a Registered Investment Advisor, 433 N. Capitol Ave., Indianapolis, IN 46204, (877) 285-3863.
The companies of OneAmerica®: American United Life Insurance Company®, The State Life Insurance Company, OneAmerica Securities, Inc.,
McCready and Keene, Inc., Pioneer Mutual Life Insurance Company and AUL Reinsurance Management Services, LLC.
© 2014 OneAmerica Financial Partners, Inc. All rights reserved. OneAmerica® and the OneAmerica banner are all registered trademarks of OneAmerica Financial Partners, Inc.
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Your target date road map
Simplify target date evaluation
Monitoring target date funds can be a daunting task, and
the Department of Labor recommends sponsors do so
periodically. Our road map offers a practical three-step
process for evaluating performance.

From this paper, you’ll learn:
Which five statistics to use
How to identify lagging target date funds
Why a road map helps fiduciaries
■■

■■

■■

Target Date Funds

April 2014

A road map for evaluating
target date fund performance
Wells Fargo Funds Management, LLC

Plan sponsors have a fiduciary responsibility to monitor the performance of the target
date funds (TDFs) they have selected for their retirement plan participants and to verify
they are performing as expected according to their investment objectives. Last year, the
Department of Labor’s Employee Benefits Security Administration recommended that
plan sponsors establish a process for the periodic review of TDFs. In this paper, we will
discuss the performance criteria that should be monitored and suggest a process for

Access our exclusive white
paper for institutional
sales professionals.

evaluating them.
In one of our previous papers, Evaluating Target Date Managers Requires Digging Deeper,
we concluded that plan sponsors will get a more thorough understanding of the risk and
return characteristics of their TDFs by examining a broader set of performance criteria,
which included both absolute and risk-adjusted return measures. While more complex
performance evaluation can be done, we have developed a three-step monitoring process
that we believe is actionable and comprehensive without being too complicated.

Key points for plan sponsors
■■

■■

■■

Evaluate a comprehensive set of performance criteria. By looking beyond total return rankings to
multiple performance statistics, plan sponsors are better able to assess if a TDF is performing as intended
and meeting its investment goals. These statistics include the peer-group ranking of a fund’s risk-adjusted
return, volatility, total return, up-market capture, and down-market capture.
Ensure that performance remains on its intended course. We share a three-step process for evaluating
performance that ranks the performance measures highlighted in the first bullet, sets thresholds for
flagging performance that is inconsistent with the plan’s investment objectives that were established
when the TDF suite was selected, and analyzes any resulting flags.
Focus on fiduciary duty. A thorough and consistent review process will serve as a check that results
are consistent with a plan’s investment policy objectives and underlying investment strategies, and it
will help demonstrate fiduciary oversight.

Get your copy of A Road Map
for Evaluating Target Date
Fund Performance.

FOR INSTITUTIONAL INVESTOR USE ONLY – NOT FOR USE WITH THE RETAIL PUBLIC

Call 1-800-233-8930 or visit wellsfargoadvantagefunds.com/roadmap
Contact us to learn more about our high-scoring RPAG funds.
The target date represents the year in which investors may likely begin withdrawing assets. The funds gradually seek to reduce market risk as
the target date approaches and after it arrives by decreasing equity exposure and increasing fixed-income exposure. The principal value is not
guaranteed at any time, including at the target date.
Stock values fluctuate in response to the activities of individual companies and general market and economic conditions. Bond values fluctuate in
response to the financial condition of individual issuers, general market and economic conditions, and changes in interest rates. In general, when
interest rates rise, bond values fall and investors may lose principal value. The use of derivatives may reduce returns and/or increase volatility.
Certain investment strategies tend to increase the total risk of an investment (relative to the broader market). These funds are exposed to active
trading risk, foreign investment risk, mortgage- and asset-backed securities risk, smaller-company investment risk, and allocation methodology
risk (risk that the allocation methodology of the Dow Jones Target Date Indexes, whose total returns the funds seek to approximate, before fees
and expenses, will not meet an investor’s goals). Consult the funds’ prospectus for additional information on these and other risks.
”Dow Jones®” and “Dow Jones Target Date IndexesSM” are service marks of Dow Jones Trademark Holdings LLC (Dow Jones); have been licensed
to CME Group Index Services LLC (CME Indexes); and have been sublicensed for use for certain purposes by Global Index Advisors, Inc., and
Wells Fargo Funds Management, LLC. The Wells Fargo Advantage Dow Jones Target Date FundsSM, based on the Dow Jones Target Date Indexes,
are not sponsored, endorsed, sold, or promoted by Dow Jones, CME Indexes, or their respective affiliates, and none of them makes any
representation regarding the advisability of investing in such product(s).
Carefully consider a fund’s investment objectives, risks, charges, and expenses before investing. For a current prospectus and, if available,
a summary prospectus, containing this and other information, visit wellsfargoadvantagefunds.com. Read it carefully before investing.
The funds are distributed by Wells Fargo Funds Distributor, LLC, Member FINRA/SIPC, an affiliate of Wells Fargo & Company. 225863 06-14
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At Columbia Management,
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our performance
goals
At Columbia
Management,
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Securities products offered through Columbia Management Investment Distributors, Inc.,
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FINRA.
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provided
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Management
Investment Advisers,
LLC.
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through
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Investment Distributors,
Inc.,
member FINRA. Advisory services provided by Columbia Management Investment Advisers, LLC.

© 2014 Columbia Management Investment Advisers, LLC. All rights reserved.
© 2014 Columbia Management Investment Advisers, LLC. All rights reserved.
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Art by renowned illustrator Alex Nabaum.

Renowned EXECUTION
For more than 65 years, we’ve orchestrated solutions for the most complex retirement plans, and provided the highest
quality trust administration. For global experience you can trust and execution you can count on, call Robert Barnett at
360-904-6945, or email rbarnett@wilmingtontrust.com.

GLoBAL CAPITAL MARKeTS

|

CoRPoRATe TRUST

|

ReTIReMenT PLAn SeRVICeS

©2014 Wilmington Trust Corporation.
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New York Life Retirement Plan Services

Stress matters. We’re here to help.
In our May 2014 Financial Stress Study, we
surveyed plan participants and found that ...

73%

of survey respondents

reported being

STRESSED

And of those ...

44%

have a fear of

FINANCIAL
DIFFICULTIES

Change your client conversations. Ask us how.
Contact the RPAG Sales Desk or your New York Life Sales Director
for more information.
New York Life Retirement Plan Services
690 Canton Street, Westwood, MA 02090
newyorkliferetirementplans.com
New York Life Retirement Plan Services is a division of New York Life Investment Management LLC,
a subsidiary of New York Life Insurance Company, New York, New York.
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Written By: Joel Shapiro, J.D., LL.M., Senior Vice President, ERISA Compliance,
Retirement Plan Advisory Group

A Friend of the Devil
Is a Friend of Mine
I know it must be shocking (tongue planted firmly in cheek) to hear an attorney state,
“the devil is in the details,” but in the qualified plan world nothing could be closer
to the truth. In so many plan arenas, from intensive investment due diligence, to
comprehensive (aka incomprehensible) nondiscrimination testing, the day-to-day
operations of qualified plans are fraught with details.
Typically, details that plan sponsors outsource
due to lack of familiarity/time/desire to get
lost are in the details. But, there are other
decisions that require plan fiduciaries to
wade into the quagmire. Decisions of which,
unfortunately, most fiduciaries are not even
aware. In missing these details the devil
can rise up from Hades to entangle them.
However, with your help you can make the
devil (aka the details) your best friend, and
thereby cement the level of your proficiency
forever in the minds of your clients.
By now everyone in the qualified plan
industry is well aware of the impending
doom of excessive fees. They are splashed
across not only every trade publication, but
they even make headlines in mainstream
newspapers, magazines and online content.
Every year we witness more fee-driven
lawsuits and settlements. As a result, plan
sponsors have become acutely aware of
their responsibilities to defray reasonable
plan expenses—as a result they turn to their
recordkeepers for more information (408(b)
(2) disclosures), online databases and their
advisors for benchmarking.
Knowing that all plan fees are by and large
customized, the optimal manner to determine
if fees are reasonable is to bring the plan to
market for a benchmarking. Doing so elicits
bids that are specifically tailored to each
plan. Utilizing the B3, an RPAG member can
help their clients rest assured that their fees
are reasonable, given the scope of services
they receive and the investments available
to them. Or, they can utilize the information
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gleaned from the B3 report to either negotiate
fees/service/investment opportunities to a
reasonable level with their incumbent, or
move to a more reasonable arrangement
with an alternative bidding provider.
At this point you’re likely saying to yourself, “I
know all of this. Why is Joel writing this?” The
answer is simple—the B3 isn’t, and shouldn’t
be, the end of the fee-related process
for your client fiduciaries. Unfortunately,
for many, it has been. With your help
they’ve benchmarked their fees/services/
investments and determined they are
reasonable. Close the books! We’ve met our
fiduciary responsibilities! Not so fast. There’s
that devil poking his head up—the details.
Now that your fiduciaries understand their
overall fees are reasonable, have they ever
determined if the manner in which they’re
allocating those fees among participants is
reasonable? I would venture to guess that 90
out of every 100 sponsors have not. If they
did so, it was likely eons ago and unlikely to
have been documented.
In 2003 the Department of Labor (DOL)
issued Field Assistance Bulletin 2003-3 (the
“Bulletin”). In the Bulletin the DOL expressly
addressed the question of “[w]hat rules
apply to how expenses are allocated among
plan participants in a defined contribution
pension plan?” In other words, it’s not enough
to just determine that fees are reasonable,
but fiduciaries also have to determine that the
manner in which they’re allocated amongst
participants is reasonable as well. The
Bulletin reminds fiduciaries that they have
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to prudently make decisions solely in the
interest of participants. It examines allocating
expenses in a pro rata versus per capita
fashion. It discusses the pros and cons of
each, but never makes a statement as to what
might be prudent. In other words, depending
upon the facts and circumstances of each
plan, and the balance of equities, sponsors
have fairly wide latitude in determining how
to allocate expenses. What’s the catch?
Rarely do fiduciaries take the time to fully
understand their allocation method, and
even more rarely do they discuss alternatives
and make a decision, based on facts and
philosophy, as to what is going to be most
prudent for their participants. As with all
fiduciary decisions, these determinations
should also be documented.
So, what should you do as an advisor?
First, make certain you’re well acquainted
with the Bulletin. Understand what the
DOL is looking for from your clients. Next,
gain a strong understanding of what your
clients’ recordkeepers’ capabilities are in
terms of allocating fees. More and more
recordkeepers are finding creative ways to
equalize allocation of fees across participant
bases. If they are providing options, your
clients need to know of them, understand
them and choose prudently among the
choices for their plans.
Another area of recent litigation has been
company stock-related lawsuits. These
cases typically allege that the company stock
was an imprudent offering after the stock
experienced a precipitous drop in value. By
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now all of you are likely well acquainted with
many of these cases and may have engaged
in numerous conversations with your clients
regarding the potential liability that resides in
providing company stock within a qualified
plan. In fact, many of you have likely advised
your clients to divest the plan of the company
stock altogether—and your advice is not
necessarily wrong. The stock may indeed
be an imprudent option in your clients’ plans.
Still, the removal of the stock may yet be
another breach of fiduciary duty, and it’s that
little devil (the details) rearing its ugly head
again.
As we witnessed in the recent Tatum v. RJR
Pension and Investment Committee, et al.
case, it is not enough to merely make the
determination that company stock (or noncompany stock as the case evolved into) is an
imprudent offering within a plan and thereby
remove it from the investment menu (which
many plan sponsors have done). In that case
a working group of employees decided that
the single stock fund was perceived to have
too much risk associated with it and that it
added complexity and cost to the plan. As
a result, the plan’s fiduciaries removed the
stock. Subsequent to the plan’s divestiture
of the stock, the value increased by close to
80%. And low and behold, a lawsuit!
Where did the decision makers potentially
run afoul of their fiduciary responsibilities?
They contemplated the risk exposure, the
complexity and the cost—all good measures
for a fiduciary to consider. In this instance,
buried among a vast discussion of what

standard of care should be imposed on
fiduciaries, was the discussion regarding
what research was conducted on the timing
of the divestiture. In other words, not only
must the fiduciaries determine whether the
actual stock is prudent to hold in the plan,
but if they determine it is not, they must also
decide when is the most prudent time to
divest the plan of such holding. A seemingly
small detail, but not when talking about
a delta of 80% in value in a participant’s
account balance.
As an advisor, what do you do when your
client has company (or former company)
stock in their plan? First, it is likely that such
an investment has inherent risk (note, I am
not saying inherent imprudence—the Fourth
Circuit crushed that notion in its opinion) as a
single security that must be considered as a
fiduciary in determining whether it’s prudent
or not. Due to the inherent risk it is strongly
advisable that any client of yours that offers
a single security engage outside ERISA
counsel so they’re well informed regarding
the risks and what steps they should
engage in regarding the stock. Next, you
should consider suggesting they engage a
third-party fiduciary specialist (not yourself,
unless you specialize in the area) to serve in
a 3(38) capacity over the stock. There are
a few organizations within the industry that
do this, and only this. They are typically not
competitors of yours, they provide a different,
more specialized service than do you. These
organizations are not only better equipped to
make prudent decisions regarding whether

or not to continue to maintain the stock
within the plan, but the timing of actions
taken thereon. Some individuals see this
recommendation as “punting” on a difficult
issue, but the reality is that your clients need
the best care possible. In areas requiring
specialized attention it is the best advisor
that provides the best advice, and oftentimes
it is to engage the most appropriate party.
My advice to you is to familiarize yourself
with some of the national organizations that
specialize in third-party fiduciary services for
company stock.
These are just two of a myriad number of
devils that can leap up unexpectedly and
snag your clients with their pitchfork. That
said, as an informed and investigative
advisor, you can be positioned to provide
valuable information and guidance to your
clients so that they not only get the base
assistance that you provide, but they can
take care of the details and put those little
devils to rest.
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OUR BEST ADVICE
TO EMPLOYEES?
ASK FOR ADVICE.

At TIAA-CREF, our top priority is helping employees
pursue higher income replacement rates in
retirement. We know how helpful advice can
be, whether it comes from you or from us. In
a study, 68%1 of participants we advised took
action to improve their retirement readiness.

Learn how we do it in
just 2 clicks at TIAA.org

Source: TIAA-CREF Outcomes Chart Report 2011-2012. 2 The Lipper Award is given to the group
with the lowest average decile ranking of three years’ Consistent Return for eligible funds over
the three-year period ended 11/30/12 and 11/30/13, respectively. TIAA-CREF was ranked
against 36 fund companies in 2012 and 48 fund companies in 2013 with at least five equity, five
bond, or three mixed-asset portfolios. Past performance does not guarantee future results. For
current performance and rankings, visit the Research and Performance section on tiaa-cref.org.
TIAA-CREF Individual & Institutional Services, LLC, and Teachers Personal Investors Services Inc.
C17458 ©2014 Teachers Insurance and Annuity Association of America – College Retirement
Equities Fund (TIAA-CREF), 730 Third Avenue, New York, NY, 10017.
1

BEST OVERALL LARGE FUND COMPANY 2
The Lipper Awards are based on a review
of 36 companies’ 2012 and 48 companies’
2013 risk-adjusted performance.

Consider investment objectives, risks, charges and expenses carefully
before investing. Go to tiaa-cref.org for product and fund prospectuses
that contain this and other information. Read carefully before investing.
TIAA-CREF funds are subject to market and other risk factors.
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GLOBAL IS NOT A PERCENTAGE.
It’s a perspective.
Our recent study of future retirees reveals that
many investors are not taking advantage of the many
opportunities around the world today.
With 40 years of success in global investing,
we know where to look.

Download free
Global Tracker app:

Scan this code
to see the full
study.

SM

Visit
blog.oppenheimerfunds.com

Look for
OppFunds:

Foreign investments may be volatile and involve additional expenses and special risks, including currency fluctuations, foreign taxes
and political and economic uncertainties. Emerging and developing market investments may be especially volatile.
Shares of Oppenheimer funds are not deposits or obligations of any bank, are not guaranteed by any bank, are not insured by the FDIC
or any other agency, and involve investment risks, including the possible loss of the principal amount invested.

Before investing in any of the Oppenheimer funds, investors should carefully consider a fund’s investment objectives,
risks, charges and expenses. Fund prospectuses and summary prospectuses contain this and other information about
the funds, and may be obtained by visiting oppenheimerfunds.com or calling 1.800.255.2755. Read prospectuses and
summary prospectuses carefully before investing.
BM0000.155.0413.p3.indd 1
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I V Y FU N D S Accountability & Collaboration

Our Ideas Stand Up To
Scrutiny—Every Morning.

I V Y F U N D S .C O M
SM

FA C EB O O K .C O M / I V Y F U N D S

At Ivy Funds, each day begins with the Morning Meeting:
a roundtable where portfolio managers and analysts review
news from every corner of the global economy. A process
we started decades ago, it stresses group collaboration to create
our best thinking — and accountability for those tasked with
implementing it.
Through bull and bear markets, we’ve followed a time-tested
investment process, marked by rigorous debate, hands-on
research and a proven cross-disciplinary approach. Because we
never forget it’s our clients’ money we’re managing.

Past performance is no guarantee of future results. Investment return and principal value will fluctuate, and it is possible to lose money by investing.
Investors should consider the investment objectives, risks, charges and expenses of a fund carefully before investing. For a prospectus containing
this and other information for the Ivy Funds, call your financial advisor or visit us online at www.ivyfunds.com. Please read the prospectus or
summary prospectus carefully before investing. I V Y F U N D S D I S T R I B U T O R , I N C . 18 6 8 9 ( 01/ 14)
For Investment Professional Use Only — Not Approved For Use With Retail Investors
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