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On the Horizon in 2015: A Closer Look at DC Plan 
Investments 
 

 
 
  

Today’s 401(k) plans bear a resemblance to the 
ones introduced in the late ‘70s and early ’80s. 
Employees still defer a portion of their pay. 
However, plan features have changed a lot as the 
industry has learned more about participant needs 
and behaviors.  
 
One area of significant change is in how the plan’s 
assets are invested. And, it appears that more 
changes are underway. A recent paper points out 
several areas in which the investment menus of 
defined contribution plans seem to be evolving. It 
may be worth considering your own investment 
menu as you read through these trends: 
 

 Menu Consolidation – A decade or two 
ago, plan sponsors (and their participants) 
believed that more was better in 
investment options. Actual participant 
behavior has shown that to be untrue. A 
trend toward limiting the number of 
investment options began in the last few 
years and does not appear to be letting up. 
Narrowing the number of available choices 
down to just one, or possibly two, funds in 
each core asset class is becoming the 
norm as plan sponsors strive to improve 
participant outcomes. How do limited 
investment choices and improved 
outcomes correlate? Participants who are 
overwhelmed by the sheer number of 
choices often fail to decide how to invest, 
leaving their money to sit on the sidelines 
in cash or an equivalent (an acceptable 
default investment in the early days). 
Offering fewer options, as well as improved 
qualified default investment alternatives, 
can be helpful in encouraging participants 
to take action. 

  

 Alternative Investment Vehicles – Plan 
sponsors continue to strive for fee reduction, 
in part because it is a fiduciary responsibility 
to get value for their fees. One result is many 
are taking another look at mutual funds, the 
traditional funding vehicle in 401(k) plans. 
Collective investment trusts, separate 
accounts and exchange-traded funds, all of 
which may carry lower expense ratios, have 
led some plan sponsors to use them instead. 
At the same time, plan sponsors seeking 
lower fees are also looking at more indexed 
options, which tend to have lower trading 
costs due to less trading activity. 

 

 Qualified Default Investment Alternatives 
– Readers are likely aware of the trend 
toward using target date or lifecycle funds as 
the plan’s QDIA. With plan participants 
frequently leaning toward  
a “do it for me” approach to investing their 
retirement assets, these funds have become 
increasingly popular in the last several years. 
Along with managed accounts, where 
participants pay a fee to  
have their account managed for them, target 
date funds and lifecycle funds may meet 
plan sponsors’ and participants’ goals during 
the accumulation phase. 
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 The term “target date” refers to the 
approximate date when investors in the 
fund plan to start taking money out. Please 
keep in mind that different investment 
managers use different investment 
strategies. Participants should review 
holdings as they approach the target date 
to make sure the investments remain 
consistent with their objectives. The 
principal value of a target date fund is not 
guaranteed at any time, including at the 
target date. 

 

 Guaranteed Income Options – Although 
the accumulation phase may be 
addressed, the payout phase of retirement 
is less so. Many plan participants have 
expressed interest in a guaranteed stream 
of income that would last their lifetime. The 
challenge is for providers to develop 
products that can meet the demand.  

 
The paper, by Cammack Retirement in its Insights column, 
contains more information and is available at 
http://tinyurl.com/CammackTrends.  
 

 


