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Why a target date fund?

Choosing an appropriate target date fund

ONLY

APPROXIMATELY

1/2

1/3

of plan sponsors are confident that their
participants have an appropriate asset allocation.1

88%

of participants fall outside of the range
of equity exposure generally considered
appropriate for their age.2
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R
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RETIREMENT INSIGHTS

of plan sponsors are not confident that
there is an effective process in place to document
or monitor investment decisions.1
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Choosing a target date strategy
Weighing off-the-shelf vs. recordkeeping platform models

Target date funds: Translating Department
of Labor guidance into action

IN BRIEF
• Financial advisors who consider the recordkeeping platform model for their clients’
target date strategies may underestimate the challenges the model presents.
Substantial resources and expertise are required to evaluate the model’s available glide
paths and asset allocation, and to select underlying investment managers. All these
critical elements must meet fiduciary standards.

PROGRESS
NEVER
STOPS

• Both off-the-shelf strategies and recordkeeping platform models offer professionally
managed, well-diversified multi-asset solutions for a wide range of defined contribution (DC)
plans and participants. They can be highly effective tools to help plan participants reach
their retirement goals.
• An off-the-shelf strategy, the traditional target date approach, may present the better
choice. While an off-the-shelf strategy can provide tactical asset allocation and allow for
portability, the models are not portable and only rarely offer tactical asset allocation. In
addition, the models often restrict the number of underlying managers made available
on the platform. Finally, it can be much more difficult to measure and communicate
performance in a platform model when compared with an off-the-shelf strategy.
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important: an off-the-shelf or a custom target date strategy?
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Guiding participants from intent to action
2016 Defined Contribution Plan Participant Survey Findings

How plan sponsors are sharpening their focus
to strengthen plans and improve outcomes
2017 Defined Contribution Plan Sponsor Survey Findings
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of Target Date Strategies

In an off-the-shelf target date strategy, the traditional approach, an investment manager
sets overall asset allocation, establishes the glide path (the change in asset allocation as
the target date fund, or TDF, gets closer to its end date), selects underlying managers and,
in some cases, deploys tactical asset allocation, making measured, opportunistic shifts in
asset weightings. With a few exceptions, off-the-shelf target date strategies are also known
as proprietary strategies because they include the proprietary funds of the target date
strategy provider.
Although there are many varieties of custom target date strategies, they generally fall into
one of two categories: complete customization or the recordkeeping platform model. For
the completely customized approach, a plan sponsor hires a portfolio management team to
design and manage a plan’s glide path. The plan sponsor either selects the underlying
managers itself or outsources the decision. The recordkeeper or custodian handles cash
flows and portfolio rebalancing. (For further analysis of complete customization, see our
white paper “Custom or off-the-shelf target date strategies?”) In the typical scenario for a
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plans. Consequently, the number of fund families offering target
date funds has expanded from 19 in 2005 to more than 36 today.1
When you consider that many fund families offer multiple series to
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AWARD-WINNING PROGRAM

• P
 lan Participant Research provides insight into 401(k) plan participants’
attitudes and behaviors when it comes to saving and investing for
retirement.
• P
 lan Sponsor Research provides insight into plan sponsors’
interpretation of the roles of their DC plans and considerations driving
plan-related decisions.

Target Date Compass received the 2015 Mutual Fund
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Alliance (MFEA)
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given the needs and goals of the plan and its participants.

• C
 hoosing a target date strategy discusses considerations in selecting an
off-the-shelf target date fund versus a recordkeeping platform model.

TDFs may suffer investment losses, including near and following retirement. There is no guarantee that a TDF will provide adequate retirement income.
1
J.P. Morgan Plan Sponsor Research 2017.
2
J.P. Morgan Retirement Research, data as of December 31, 2016.
3
J.P. Morgan Plan Participant Research 2016
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COMMUNICATION

Implementing a target date fund

ADMINISTRATION

Educating participants

DID YOU KNOW ?
A re-enrollment can dramatically increase target date fund
utilization to 49% to 97% from only 1% to 4% when target
date funds are simply added to the investment lineup.2

55%
44%

82%

of participants support employers
conducting a re-enrollment.3

Participants lack basic knowledge on
how target date funds work, with 44% of
participants stating that they are getting
more information than they can absorb.3

I NSIGHTS THAT DEMONSTRATE THE POTENTIAL
BENEFITS OF RE-ENROLLMENT
RETIREMENT INSIGHTS

Understanding re-enrollment

MISPERCEPTIONS
TOP RE-ENROLLMENT

Participants making their own asset allocation choices often have too much or not enough equity exposure
DO-IT-YOURSELFERS’ EQUITY POSITIONS VS. J.P. MORGAN GLIDE PATH

Benefits for participants and plan sponsors

Do-it-yourselfers’ equity allocation

10% under J.P. Morgan glide path

10% over J.P. Morgan glide path

100

Older workers holding too
much equity may be putting
their retirement savings at
risk because of increased
market volatility.

Percent in equity

80
Younger workers who are too conservatively
invested may forgo potential returns in years when
their money could be working harder for them.

60

Despite an increase in the number of plan sponsors that have considered
re-enrollment versus two years ago, our 2015 Defined Contribution Plan
Sponsor Survey Findings show that ADOPTION HAS REMAINED FLAT AT 7%.
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Source: J.P. Morgan retirement research. Representative sampling of 3,000 do-it-yourself participants, December 31, 2014. For illustrative purposes only.

CONSIDERING RE-ENROLLMENT
In the above chart, each gray dot represents the equity allocation
of an actual participant, while the blue and purple lines represent a
10% range over and under the J.P. Morgan target date glide path,
respectively. Given the wide dispersion of gray dots, the illustration
clearly depicts that participants’ equity exposure can vary widely. A
re-enrollment uses participant inertia to help delegators, who could
benefit from professionally managed solutions, by defaulting them
into age-appropriate portfolios, while still allowing more sophisticated
and active participants to make their own investment decisions.

IN BRIEF
A plan re-enrollment is a process by which participants are
notified that their existing assets and future contributions will
be invested in the plan’s qualified default investment alternative
(QDIA), which usually is a target date fund (TDF), based on their
date of birth. All participant assets are automatically moved into
the QDIA on a certain date unless they make a new investment
election during a specified time period.
Participant benefits
• Potential for improved asset allocation
• Helps new and existing participants
Plan sponsor benefits
• Potentially stronger protection from investing liability

MAN Y PL AN SPON SORS H AVE AD D E D TD Fs TO TH E I R
D E FI N E D CON TRI BU TI ON ( D C ) plans to help better position
employees—especially those who don’t have the time, interest or
knowledge to make investment decisions—for retirement success.
But even when coupled with robust education efforts, participant
inertia often leaves plan sponsors feeling disappointed with the low
TDF adoption rates.
How TDFs are implemented, however, can have a significant impact
on whether employees use the particular investment option. To
combat participant inertia, more plan sponsors are considering
re-enrollment. In fact, plan sponsors that conduct a re-enrollment
typically see a 55% to 85% adoption rate of TDFs. By contrast,
plans that just add TDFs as a new option in their lineups see an
adoption rate of less than 5%, even a few years later.1

• Better participant experience
1

J.P. Morgan retirement research, 2014.

ADDITIONAL DETAILS AND METHODOLOGY
The Participant Allocation Illustrator report will plot up to 3,000
do-it-yourself participants. A randomized, representative sampling will be
displayed for plans with more than 3,000 participants in this population.
Do-it-yourself participants are defined as participants with less than 70% of

If results from this analysis resemble those in the chart, conducting
a re-enrollment into a QDIA may be worth considering. For plan
sponsors that have not conducted a re-enrollment, it is worth noting
that a re-enrollment typically results in 55% to 85% of the plan
assets defaulting into the QDIA, compared to 5% for plan sponsors
who simply add the selected default investment to their lineup.2
2

WHAT’S HOLDING PLAN SPONSORS BACK?

1

“If I conduct a re-enrollment,

my participants will push back.”

60%

Participants say they need help.

12

J.P. Morgan retirement research, 2014.

of participants
WOULD RATHER LET AN EXPERT
MANAGE THEIR ACCOUNT

IN

NEXT STEPS

participants WOULD RATHER
PUSH THE EASY BUTTON

To learn more about the Participant Allocation Illustrator program or
for additional re-enrollment resources, contact your J.P. Morgan

R
 ESOURCES TO EDUCATE PARTICIPANTS ON
SMARTRETIREMENT ®
Is Good,
Good
Enough?
There are times in life when “good” will
do. But when it comes to the important
things, like family, health and our future,
good just doesn’t seem good enough.
The same is true when it comes to
investing for retirement. Doing better
than good requires time and expertise.

Target date funds designed with you in mind.

For investors who are short
Each JPMorgan
on time or expertise.

SmartRetirement
Blend Fund is...

Each fund is a well-diversified, professionally managed and

2

the fund’s target date — designed to be the approximate
that date is the year they turn 65.

1

YEAR YOU WERE BORN

KNOW WHAT YEAR YOU TURN 65 ?

WELL-DIVERSIFIED
By selecting a SmartRetirement Blend Fund,
you’re automatically invested in more than 15
underlying funds.

A CLOSER LOOK AT
THE SAFE HARBOR

Commonly referred to as fixed income, bonds
are loans by a corporation or government.
STOCKS have the highest long-term return
potential and the highest potential risk.
Stocks represent ownership in a company.
How these two asset classes are combined
is called asset allocation.

of plan sponsors are NOT AWARE
OF THE POTENTIAL TO RECEIVE
FIDUCIARY PROTECTION
for defaulted assets during a
re-enrollment

QDIA regulation provides that safe harbor protection may
be available when “the participant. . . had the opportunity
to direct the investment of the assets in his or her
account but did not direct the investment of the assets.”

YOU
WILL BElong-term
65
BONDS YEAR
provide
moderate
returns

and =
lower potential overall risk than stocks.
+ 65

54%

Source: ERISA Regulation Section 2550.404c-5(c)(2)

4
GLIDE PATH

90%

This orange line, called a glide path,
shows how a JPMorgan SmartRetirement
Blend Fund automatically changes
to become more conservative as you
approach your target retirement date.

80%
70%

TARGET
DATE

34.5% STOCKS

2

40%
30%

Since each SmartRetirement Blend Fund is
dynamically managed for a specific date in
the future, you’ll want to consider selecting one
named for the year closest to when you plan to
retire and begin withdrawing from your account.
Year you
were born

Select your
SmartRetirement
Blend Fund*

Before 1949

Blend Income

1954 - 1958

65.5% BONDS

60%
50%

SIMPLE TO CHOOSE

1949 - 1953

> U.S. large-cap stocks > U.S. small-cap stocks > Commodities
> Global natural resources stocks > Emerging markets stocks
> REITs or Real Estate Investment Trusts > International stocks

automatic investment option designed to care for all of your
retirement plan assets. Each fund has a date in its name —

The two primary investments or asset classes
are bonds and stocks:

“A re-enrollment is too much
of a fiduciary risk.”
ERISA safe harbor protection may be available
for assets re-enrolled into a QDIA.

> Cash alternatives like CDs, money markets, T-bills
> U.S. bonds > TIPS or Treasury Inflation Protected Securities
> Emerging markets bonds > High yield bonds

100%

retirement year when withdrawals begin. For many people,

Don’t forget that participants always
have the opportunity to opt out.

retirement representative.

Introducing the JPMorgan
SmartRetirement Funds

their account balance invested in TDFs.

TARGET DATE FUNDS. Target date funds are funds with the target date being the approximate date when investors plan to start withdrawing their money. Generally, the asset allocation of each fund
will change on an annual basis with the asset allocation becoming more conservative as the fund nears the target retirement date. The principal value of the fund(s) is not guaranteed at any time,
including at the target date.
J.P. Morgan Asset Management cannot provide legal or tax advice to any Plan Sponsor. Plan Sponsors are advised to consult with their own legal and other professional advisors before making a
decision to implement plan re-enrollment or any other change to the Plan’s investment arrangements.
IMPORTANT DISCLOSURES FOR SCATTERPLOT CHART METHODOLOGY. “Do-it-yourselfers” are participants with less than 70% of their account balance invested in target date funds as of the day of the
measurement period and also includes participants using online advice services, if applicable. The analysis excludes self-directed brokerage and managed account users.
Opinions and estimates offered constitute our judgment, are not specific to any particular plan and are subject to change without notice, as are statements of financial market trends, which are based
on current market conditions. We believe the information provided here is reliable, but do not warrant its accuracy or completeness. This material is not intended as an offer or solicitation for the
purchase or sale of any financial instrument. The views and strategies described may not be suitable for all investors. This material has been prepared for informational purposes only, and is not
intended to provide, and should not be relied on for, accounting, legal or tax advice. References to future returns are not promises or even estimates of actual returns a client portfolio may achieve. Any
forecasts contained herein are for illustrative purposes only and are not to be relied upon as advice or interpreted as a recommendation.
J.P. Morgan Funds are distributed by JPMorgan Distribution Services, Inc. (JPMDS) and offered by J.P. Morgan Institutional Investments, Inc. (JPMII); both affiliates of JPMorgan Chase & Co. Affiliates of
JPMorgan Chase & Co. receive fees for providing various services to the funds. JPMDS and JPMII are both members of FINRA/SIPC.
J.P. Morgan Asset Management is the marketing name for the asset management businesses of JPMorgan Chase & Co. Those businesses include, but are not limited to, JPMorgan Chase Bank N.A.,
J.P. Morgan Investment Management Inc., Security Capital Research & Management Incorporated and J.P. Morgan Alternative Asset Management, Inc.
Copyright © 2016 JPMorgan Chase & Co. | January 2016
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of participants don’t
take the time to read the
investment information
provided.3

3

PROFESSIONALLY MANAGED
When you invest in a SmartRetirement Blend
Fund, you’re tapping into the expertise of
more than 80 investment professionals at
J.P. Morgan*. This team has dedicated itself
to developing and implementing the mix of
stocks and bonds that their research shows is
most likely to help get you to retirement.

AUTOMATIC
Did you know that the younger you are,
the more money you should have in stocks?
And that the closer you are to retirement, the
more you should have in bonds? Those simple
investment principles require investors to make
changes in their investments over time.

3

Blend 2015
Blend 2020
Blend 2025
Blend 2030

1969 - 1973

Blend 2035

1974 - 1978

Blend 2040

1979 - 1983

Blend 2045

1984 - 1988

Blend 2050

After 1988

Blend 2055

*This assumes you plan to retire at age 65. Your plan may not offer all of these funds.

CHECK IN ALONG THE WAY

Investing in a SmartRetirement Blend Fund
means that the professionals are responsible
for shifting from stocks to bonds as the fund
approaches its target date. It’s their job
to make adjustments on a regular basis.

*As of December 31, 2012

20%

1959 - 1963
1964 - 1968

While the professionals at J.P. Morgan
are making the day-to-day decisions
about the fund, you’ll want to check
in periodically to see how you’re doing.
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Guarantees

AN INVESTMENT IN A SMARTRETIREMENT FUND DOES NOT GUARANTEE A SPECIFIC OUTCOME UPON REACHING THE TARGET DATE.

3

“My plan is well diversified at an

53%

aggregate level, so everything is fine.”

The view at the participant level often tells
a different story.

of PLAN SPONSORS ARE
NOT CONFIDENT that their participants
have an appropriate asset allocation

80%

34

• Understanding Re-enrollment explains the potential benefits of plan
4
re-enrollment for both plan sponsors and participants.
19
IN

of participants FALL OUTSIDE A RANGE OF
APPROPRIATE EQUITY EXPOSURE for their age

PARTICIPANTS ARE NOT CONFIDENT

they know how to best allocate contributions

“I added target date funds to the plan’s
lineup but there is nothing I can do
about my participants not taking action.”

Implementation strategy of TDFs matters. A re-enrollment
can dramatically increase TDF utilization rates.

1%4%

TDF
UTILIZATION
RATES
(as % of

%

of plan sponsors haven’t
conducted a re-enrollment
because they WEREN’T
AWARE IT WAS AN OPTION
or DIDN’T KNOW ENOUGH
ABOUT IT

• P
 articipant Allocation IllustratorSM gives plan sponsors the ability
to view each participant’s equity exposure by age, to help paint an
accurate picture of participants’ allocations.
TO

Add-to-menu

plan assets)

49TO%
97%

Re-enrollment

For more re-enrollment resources or to explore our 2015 Defined Contribution
Plan Sponsor Survey Findings further, visit jpmorgan.com/dcresearch

• R
 e-enrollment misperceptions explains and debunks the top four reenrollment misperceptions uncovered in our 2017 Plan Sponsor Research.

• S martRetirement® communications easily and quickly help
educate participants on the target date fund in which they
may invest. The communications series includes a brochure,
website, newsletter template and other resources.
• F or a sample view of one of our participant sites visit us at
jpmorgansmartretirement.com.

Visit:
jpmorgan.com/funds/definedcontribution
for more Retirement resources

This document is a general communication being provided for informational purposes only. It is educational in nature and not designed to be a recommendation for any specific
investment product, strategy, plan feature or other purposes. By receiving this communication you agree with the intended purpose described above. Any examples used in this
material are generic, hypothetical and for illustration purposes only. None of J.P. Morgan Asset Management, its affiliates or representatives is suggesting that the recipient or any
other person take a specific course of action or any action at all. Communications such as this are not impartial and are provided in connection with the advertising and marketing
of products and services. Prior to making any investment or financial decisions, an investor should seek individualized advice from a personal financial, legal, tax and other professional advisors that take into account all of the particular facts and circumstances of an investor’s own situation.
Neither J.P. Morgan Asset Management nor any of its affiliates, employees or agents can provide legal or tax advice to plan sponsors, participants and beneficiaries. Please
consult with your own legal and other professional advisors before making a decision to implement a plan re-enrollment or any other plan change.

Contact JPMorgan Distribution Services at 1-800-480-4111 for a fund prospectus. You can also visit us at www.jpmorganfunds.com.
Investors should carefully consider the investment objectives and risks as well as charges and expenses of the mutual fund before
investing. The prospectus contains this and other information about the mutual fund. Read the prospectus carefully before investing.
TARGET DATE FUNDS. Target date funds are funds with the target date being the approximate date when investors plan to start withdrawing their money. Generally, the asset
allocation of each fund will change on an annual basis with the asset allocation becoming more conservative as the fund nears the target retirement date. The principal value of
the fund(s) is not guaranteed at any time, including at the target date.
Certain underlying Funds of the SmartRetirement Blend Funds may have unique risks associated with investments in foreign/emerging market securities, and/or fixed income
instruments. International investing involves increased risk and volatility due to currency exchange rate changes, political, social or economic instability, and accounting or
other financial standards differences. Fixed income securities generally decline in price when interest rates rise. Real estate funds may be subject to a higher degree of market
risk because of concentration in a specific industry, sector or geographical sector, including but not limited to, declines in the value of real estate, risk related to general
and economic conditions, changes in the value of the underlying property owned by the trust and defaults by the borrower. The Fund may invest in futures contracts and
other derivatives. This may make the Fund more volatile. There is no guarantee that companies that can issue dividends will declare, continue to pay, or increase dividends.
Investment return and principal value of security investments will fluctuate. The value at the time of redemption may be more or less than original cost. Past performance is no
guarantee of future results. Small- and mid-capitalization funds typically carry more risk than stock funds investing in well-established “blue-chip” companies because smaller
companies generally have a higher risk of failure. Historically, smaller companies’ stock has experienced a greater degree of market volatility than the average stock.
J.P. Morgan Asset Management is the marketing name for the asset management businesses of JPMorgan Chase & Co. Those businesses include, but are not limited to,
JPMorgan Chase Bank, N.A., J.P. Morgan Investment Management Inc., Security Capital Research & Management Incorporated and J.P. Morgan Alternative Asset Management,
Inc.
J.P. Morgan Funds are distributed by JPMorgan Distribution Services, Inc., which is an affiliate of JPMorgan Chase & Co. Affiliates of JPMorgan Chase & Co. receive fees for
providing various services to the funds. JPMorgan Distribution Services, Inc. is a member of FINRA/SIPC.
© JPMorgan Chase & Co., January 2018
TD-ROADMAP

