
 

 

 

Qualified Plan Insights 

Welcome again to your Qualified Plan Newsletter Fall 
2018 edition. It’s hard to believe we are already on the 
home stretch to close out 2018. The faint smell of roasting 
green chile still lingers as everyone’s head is turned 
skyward to try and spot their favorite balloon at the 
Albuquerque International Balloon Fiesta. Today we turn 
to a very popular investment approach found in most 
qualified retirement plans, and that is Target Date Funds 
(TDF).  

These funds are actively managed funds which use 
algorithms that calculate risk with respect to a set future 
date. As the future date (usually a given year) becomes 
less distant, the portfolio manager automatically reduces 
the weightings of equity (stocks) vs. fixed income 
(bonds). Annually, participants will observe that the funds 
composition will gradually change allocation, i.e. 90% 
equities / 10% fixed income, to a more conservative 
allocation, i.e. 30% equities / 70% fixed income. This 
gradual change is known as the “Glide Slope/Path”. 
Participants may recognize this terminology as it is also 
used when airplanes are coming in for a landing. As with 
the landing of an airplane, TDFs have the goal of 
transitioning from a more volatile situation to a more 
constant and stable scenario.   

The below information is a hypothetical breakdown of 
a TDFs equity to fixed income composition. (This may 
not match the fund you are using and is only an example) 

 
Fund  Equity % Fixed 

Income % 
ABC Fund 2040 Target Date  81% 19% 

ABC Fund 2030 Target Date 67% 33% 

ABC Fund 2015 Target Date 43% 57% 

ABC Fund Retirement  34% 66% 

 
Note that over time the funds not only become more 

conservative, but even after a participant has passed the 

target year and has “retired”, the fund continues to be 
managed with a higher weighting of fixed income. After a 
period, some fund families convert long passed TDFs to 
what is sometimes called a “Target Date Retirement” 
fund. An example in todays market would be if a fund had 
been established as a 2005 TDF, the management 
company would close this fund and move assets to the 
Target Date Retirement fund.   

When participants are choosing one of these funds, a 
choice of target date is required but does not necessarily 
have to correspond with the date the participant expects to 
retire. A younger individual with an expected target 
retirement of 2050, may feel this is too aggressive for 
their liking, and opt for a more conservative 2030 option. 
The reverse could also be seen with an older participant 
closer to retirement wishing to be more aggressive.  

TDFs can be a great option for beginning investors. 
They allow participants to begin understanding what it 
means to save for retirement and the mechanics of the plan, 
while the investments are being managed by professionals 
in the field. These professional managers build a portfolio 
exposed to various geographic areas, sectors, and 
investment classes that allow TDFs to be a pseudo one stop 
shop option for retirement fund management and 
diversification. Furthermore, professional managers will 
complete a process known as rebalancing, one of the more 
overlooked tasks by investors. Participant’s should still 
monitor investments at minimum annually, to ensure they 
continue to meet their current risk profile and objectives.  

After a participant becomes more knowledgeable 
regarding details of their plan and the investment process, 
diversifying a participant’s assets among other investments 
than just TDFs may occur. Once a participant moves away 
from their sole investment of a TDF, they now face the 
responsibilities previously assumed by the managers: 
investment weighting, rebalancing, investment research, 
equity to fixed income exposure, etc…         

TDFs to have many other attributes which we would 
love to discuss with you in a one on one environment. We 
can also help you assess which TDF allocation may be right 
for you. As always feel free to contact Josh, Phil or Travis 
should you have any financial questions relating to today’s 
TDF topic, your retirement plan, or your personal financial 
situation. 
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Did you know????? 

Target date funds were first introduced in 1994 by Donald Luskin and Larry Tint of Wells Fargo Investment Advisors. 
According to a May 2018 whitepaper by Morningstar, there was an estimated $70 billion of net flows in total assets into 
Target Date Funds which represented more than $1.1 trillion in total assets by the end of 2017. This is up from an 
estimated $40 billion in net flows and $158 billion in total assets at the end of 2008.  
https://www.morningstar.com/content/dam/marketing/shared/pdfs/Research/TDF_Landscape_2018.pdf?cid=EMQ_  
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OUR SERVICES INCLUDE: 
 FEE-BASED PORTFOLIO MANAGEMENT 

 TRADITIONAL AND ROTH IRA 

MANAGEMENT 

 LIFE INSURANCE 

 DISABILITY INSURANCE 

 FINANCIAL PLANNING 

 LEGACY PLANNING 
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Disclosures:  
Investment Advisor Representative offering advisory services and securities through Cetera Advisor Networks LLC, Member FINRA / SIPC.  Cetera is under separate ownership from any other named 
entity. The target date of a target date fund may be a useful starting point in selecting a fund, but investors should not rely solely on the date when choosing a fund or deciding to remain invested in one. 
Investors should consider funds' asset allocation over the whole life of the fund. Often target date funds invest in other mutual fund and fees may be charged by both the target date fund and the underlying 

mutual funds. Investing in mutual funds is subject to risk and loss of principal. There is no assurance or certainty that any investment strategy will be successful in meeting its objectives. Investors 
should consider the investment objectives, risks and charges and expenses of the funds carefully before investing. The 
prospectus contains this and other information about the funds. Contact our office at 6100 Uptown Blvd NE Ste 610B, 
Albuquerque NM 87110 or (505) 291-8585 to obtain a prospectus, which should be read carefully before investing or 
sending money. 
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For Index definitions, please visit www.bloomberg.com 


