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It’s All About the Beneficiaries

Fiduciary Handbook for

Understanding and Selecting ; Target Date Fund Benchmarks

Target Date Funds By Ron Surz

Ronald Surz

The Remarkable
Metamorphosis of Target Date
Funds

John Lohr, Mark Mensack & Ron Surz
Copyright 2014

SMART Is Best Benchmark

Recommended Reading Available on Request

INVESTMENTS
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Avreprinted article from September/October 2018

CRUISIN" FOR A BRUISIN" WITH TDFS

Five Reasons Why Target-Date Funds
Should Be Made Safer

By Ronald J. Surz

Visit the Fiduciary Corner for Articles and Videos
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NOT Another “Me Too” Fund

U- Shape
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We'd do better for beneficiaries with:
Very Safe at the Target Date, Broad Diversification, U-Shape
Financial Engineering is Patent # 8352349




~ Patented Safe Landlng Glide Path®
Unlque Investment Structure Patent 8352349 ----------
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Whose Obijectives Should be Served?
Who is the “Client”?
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Most assets in TDFs (about 80%) are from defaulted participants



Sticks work: Lawsuits.
Carrots don’t

TDFs are Not Vetted

The Duty of Care

Fiduciaries are responsible for
harm to their beneficiaries that
should have been avoided.

Big 3 are 55% in equities at the
target date. Their 2010 funds

lost 30% in the 2008 correction.

Beneficiaries need and want
more protection.

Fiduciaries are not getting the Legal Protection they think, because:
Beneficiaries are not getting the Asset Protection they deserve.

“‘Pure heart and empty head” is no excuse.




Advisor Disconnect
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https://www.massmutual.com/-/media/Files/MM Risk Study Report.pdf
https://www.massmutual.com/-/media/Files/MM Risk Study Report.pdf
https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=1&cad=rja&uact=8&ved=2ahUKEwjU3oTc3uDeAhVi4oMKHQKaD3IQFjAAegQIARAC&url=https://documents.pimco.com/Viewer/GetFile.aspx?Id=TVflVywwqZVe32IHT/4gGnUrFDW+5C265xyRCKbPSfgHXh8gfI
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Sequence of Return Risk
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Science dovetalls with safety objectives:

Decumulation: Begin retirement at 10-20% Equities

Post Retirement

According to PSCA, 25% of employers are encouraging retirees to remain in plan.
There are 75 million Baby Boomers




Probability of Success

- _ Post Retirement
68 Academic Research Supports

1010 40 = Increasing Risk in Retirement
® Vanguard 74 Reducing Retirement Risk With a Rising Equity Glidepath.
W 60/40 /3 Same probability of success with better protection

Dr Wade Pfau Ph.D and CFA, is Professor of Retirement Income
at the American College of Financial Services

Major Shortfall Risk(Very Broke)
Michael Kitces MSFS, MTAX,CFP, CLU, ChFC, RHU, REBC, CASL,
50 is a highly regarded financial planner who holds Masters
40 Degrees in Financial Services and Taxation, plus extensive

professional designations
30
20 Also Richard Fullmer’s Framework for Portfolio Decumulation

Uses math to prove increasing risk.
10to 40 28
MW Vanguard 37 U-shape
W 60/40 41 Beginning retirement at 10% equity means ending working life
at 10%. Then increase risk to increase life of investments.



https://www.cfainstitute.org/en/research/cfa-digest/2014/01/reducing-retirement-risk-with-a-rising-equity-glide-path-digest-summary
https://www.cfainstitute.org/en/research/cfa-digest/2014/01/reducing-retirement-risk-with-a-rising-equity-glide-path-digest-summary
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https://papers.ssrn.com/sol3/papers.cfm?abstract_id=1690284

The Prudent Choice

? All courses of action are risky, so prudence Is
Ew not in avoiding danger (it's impossible),
- but calculating risk ana acting decisively.
Make mistakes of ambition

and not mistakes of sloth.

Develop the strength to do bold things,

0‘ not the strength to suffer.

NICCOLO MACHIAVELLI. AUTHOR OF THE PRINCE
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SMART Ranks 1%t in Prudence (out of 42):
Diversification, Risk Management, Fees

Morningstar Ratings Punish Prudence
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Prudence Score

Top 20 Prudence Scores

SMART Index - Hand B&T
PIMCO RealPath Blend
Allianz

John Hancock Ret Choice
PIMCO RealPath

JP Morgan

Harbor

Blackrock Living Thru
Wells Fargo
Invesco

Putnam

MFS

Schwab
Guidestone

DWS

USAA

BMO

Franklin LifeSmart

Me Too
Funds



https://targetdatesolutions.com/articles/TDF-Prudence-Score.pdf

Win by Not Losing

- Growthof$10,000

From 9/2007 to 12/2018

Est1mate of SMART
Wth Bounce—back

-
---------

__The 2020 Fund might.

Does oot have bounce back.

-~ | Defending at the target date worked, but
| subsequently suffered opportunity costs.
——{ Bounce path captured recovery.
Watch the next correction
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T SMART INAOX. . fo v sl vaersrﬁcahon worked until US stocks
e : 7 i .| skyrocketed. :

' Industry : Watch the next correction
6.000 + v . . .

Sep & 2007 2008 2009 2010 2011 2012 2013 2014 © 2015 2016 2017 2018
2007 -. 5 -

Source: Target Date Solutions
(Disclosure: SMART went live in August, 2008. Prior performance is backtested.)

2 5‘ Target Date Funcl Performance in 2018
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Source; Capital Mar_ket Consultants and Targe_t Date Solutions



v'Unique & Better (Not a “Me Too”)
v'Best Benchmark

v'Patented (Gene Maloney story) (949)488-8339
v"Most Prudent

v'Real Risk Management in the Risk Zone
v'Innovative U-shape for Decumulation
v'Proven 10+ Year Track Record

Ron Surz
President of Target Date Solutions

Ron@TargetDateSolutions.com
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