
Planning for Retirement? Do Target Date Funds Hit the Mark?  

  

Summary of Article 1 of 4:  Article 1 identified a target date fund as an investment designed by mutual funds 
to make investment management easier for advisors and investors.  The concept is for investors to select an 
investment with a target-date (liquidation date) that is close to when the investor would begin spending their 
savings.  Target-date funds are designed in 5-year increments, i.e. 2020, 2025, 2030, 2035, etc.  Find full 
article here: https://s3.amazonaws.com/static.contentres.com/media/documents/ea517dfb-879a-4281-a8a3-
647f44f3ddd1.pdf    

Summary of Article 2 of 4:  Article 2 of this series looked “under the hood” of target date funds to see what is 
really taking place inside these investment vehicles.  The findings were: 

 There are 2 types of target date fund design, i.e. target date to and target date through. 
 A single target date fund cannot meet the allocation demands of multiple investors. 
 The underlying investments inside a target date fund are typically comprised of mutual funds from 

the company that created the target date fund, i.e., Vanguard’s target date funds invest in only 
Vanguard funds, or Fidelity target date funds only invest in Fidelity funds, American Funds target 
date funds only invest in American Funds, etc.  In reality, are target date funds built to benefit the 
mutual fund company that creates them, or the investor? 

Find full article here: https://s3.amazonaws.com/static.contentres.com/media/documents/b4ea0b8b-7086-
4772-82f1-a8503a76dfc6.pdf 

 

Article 3 of 4 – Regulators Sense Conflict of Interest 

The focus this week is on new developments from the regulatory body overseeing target date investments, 
the Securities Exchange Commission (SEC), and their concerns regarding these investments.  

In November, 2019, the SEC released a statement regarding their concerns over a potential conflict of 
interest that exists within a target date fund structure, namely, the use of affiliated funds.  The below link 
connects you to a piece published by National Association of Plan Advisors outlining the SEC’s concerns: 

https://www.napa-net.org/news-info/daily-news/sec-assesses-top-tdf-and-mmf-compliance-shortfalls 

 

At this time, it is uncertain what the outcome will be from the SEC’s perspective.  However, this is not the 
first time target date funds have been on the hot seat.  Following the market collapse in 2008-2009, many 
investors sitting in 2010 target date funds had to restructure or completely postpone their retirement given 
the significant degree of unexpected losses they experienced within their accounts.  Now in 2020, we’re 
seeing history repeat itself with similar effects taking place in 2020 target date funds, some of which have 
lost nearly 10% in a span of only 30 days. 

Again, the question that needs to be asked is, “Who’s interest do target date funds serve, the mutual fund 
company or the investor?”  The unfortunate truth is many investors have no knowledge or understanding of 
the risk they carry by investing in a target date fund. 
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