
3. Connectivity
The top 5-TDF providers are all affiliated 
with or have a subsidiary providing 
record keeping services to retirement 
plans.  This connectivity (both business 
and technology) provides a natural 
distribution access to retirement plans a 
significant advantage.

Popularity of Target Date Funds
Since the Pension Protection Act of 2006 codified the 
concept of Qualified Default Investment Alternatives 
(QDIAs), which provides fiduciary safe harbor for plan 
sponsors to default retirement participant investments, 
the popularity of target date funds (TDFs) has 
skyrocketed.

TDF Assets by Structure
(est. $ Billions)

Y2014

Mutual Fund
CIT

-$250

$250

$750

$1,250

$1750

$2,250

$2,750

Y2015 Y2016 Y2017 Y2018 Y2019

$703 $763 $880
$1106 $1085

$1375

Y2020

$1570$154
$311

$408

$600 $646

$908

$1175

TDF 401 (k)
Mutual Fund Market Share

DC Plan
Assets

($ Trillion)

TDF
Assets

Y2006   Y2018

Y2006 Y2018

57%

79%

19%

31%

5%

27%

$7.7

$4.1

% of the TDF Market

20212Q2

81.4%
80.1%

78.4%
Top 4 TDFs

38.0%
37.8%

33.6%
Vanguard

20.0%
19.4%

21.2%
Fidelity

12.2%
10.5%

7.2%
American Funds

11.2%
12.4%

16.4%
T Rowe Price

18.6%
19.9%

21.6%
All Remaining

20219Q2 20217Q2
TDF Assets ($Billions)

$588,909Vanguard*

$310,488Fidelity*

$189,093American Funds*
$173,465T Rowe Price*

$74,166Nuveen/TIAA*
$55,373J.P. Morgan*

$50,272Black Rock
$25,807Principal Funds*

$17,438John Hancock Invst*
$15,170American Century

Information and description provided herein are for educational purposes only and should not be perceived as Nexus338, LLC., any member of the Firm 
or related entities offering investment, regulatory or legal advice regarding the subject matter. Please consult with competent retirement advisors, ERISA 

counsel and investment advisors prior to taking any action. © Nexus338, LLC. 2022

TARGET DATE FUNDS

3 REASONS FOR TARGET DATE FUND POPULARITY

1. Simplicity
A number of risk based portfolios are strung together that 
gradually reduce risks (stock exposure) along a glide path 
towards retirement. This “set-it-and-forget-it” approach 
requires no active involvement by participants and is easy 
to explain to and understand by plan fiduciaries.

2. Low Cost
Over the last decade, TDFs have lowered investment 
expenses by (a) blending active (higher cost) with 
passive (lower cost) investment options, and (b) shifting 
from mutual funds (higher cost structure) to CITs 
(lower cost structure).



A SIMPLE BUT IMPERFECT SOLUTION – RISK & RETURN
8 most popular TDF glide paths (risk allocation) are illustrated below and clearly show a difference of equity allocation 
of more than 10% for the youngest participants (workers born between 1993 and 1997), over 14% difference for those 
5-years from retirement (1958 to 1962) and over 21%  difference for those oldest in retirement (1933 to 1937).  Which 
glide path is the right one for an employer group?  Most fiduciary advisors suggest the glide path that is most suitable 
for that “average” employee would be the “right” one for all.  We can and should do better than this!
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