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Raising the Bar on Target Date Due Diligence 
New Report Highlights Fiduciary Considerations Regarding Target Date Portfolio Construction 

 

NEW YORK, NY – September 26, 2013 – Improved transparency of target date construction 
can help plan sponsors meet their fiduciary responsibilities relative to qualified default 
investment alternative (QDIA) due diligence. A new research report entitled, Raising the Bar on 
Target Date Due Diligence, a collaborative effort by Manning & Napier and Strategic Insight, 
explores how target date due diligence can be improved through thorough examination of the 
underlying investments.  

For background, over $0.5 trillion resided in target date mutual funds as of August 2013. 
Defined contribution (DC) plan participants account for approximately 75% of target date mutual 
fund assets. Strategic Insight forecasts target date mutual fund assets in DC plans to climb to 
nearly $0.9 trillion over the next five years. “Increasing adoption of auto-enrollment, plan 
sponsor preference for target date QDIAs, and the reliance on employer-sponsored DC plans as 
the primary retirement account are the core drivers for target date growth,” said Bridget 
Bearden, Head of Strategic Insight’s DC and Lifecycle Research. 

Historical and forecasted growth of target date strategies in DC has resulted in increased focus 
on the due diligence process of these investments. In February 2013, the Department of Labor 
(DOL) released additional guidance for fiduciaries to follow in regards to target date fund 
screening and monitoring. One of the DOL guidelines is that the fiduciary “understand the fund’s 
investments – the allocation in different asset classes (stocks, bonds, cash), individual 
investments, and how these will change over time.” 

However, as noted in Raising the Bar on Target Date Due Diligence, truly understanding a 
target date fund’s underlying investments and how those investments change over time can be 
a challenge for plan fiduciaries. “Target date products are often difficult to compare on a side-
by-side basis due to differences in the investment process, underlying investment vehicles, 
portfolio construction, and glidepath,” noted Ms. Bearden, co-author of the report.  

Raising the Bar on Target Date Due Diligence examines three key considerations for fiduciaries 
during their target date selection and monitoring process: 

1. Transparency of Portfolio Structure: Is the target date strategy a fund-of-fund 
structure? If so, how detailed are the holdings disclosures? What (or how many) 
securities are held by the underlying investments? 

2. Portfolio Management Coordination: How many portfolio managers are involved in 
the target date strategy? Do the managers overseeing the target date asset allocation 
coordinate with the portfolio managers overseeing underlying funds? 

3. Potential for Over-diversification: How many securities are in the target date strategy? 
Are the returns similar or different to broad market indexes? According to Jeffrey Coons, 
Ph.D., CFA, and President and Co-Director of Research at Manning & Napier, “Plan 
sponsors and advisors should consider both the total number of underlying holdings for 
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target date fund candidates, as well as the active share measure of its most equity-
oriented target date fund within the family.” 

Improved transparency on target date fund underlying investments should better position 
fiduciaries to achieve the same level of due diligence that would take place for more traditional 
funds on the core investment menu.  Raising the Bar on Target Date Due Diligence is available 
complimentary to retirement plan advisors and plan sponsors by clicking here.  

 

About Strategic Insight 

For more than 20 years, Strategic Insight has been at the forefront of thorough, unbiased mutual 
fund industry research and business intelligence. We provide our variety of products and 
services to a range of clients, including executives from more than 200 investment management 
and insurance companies, distributors, investment banks, hedge funds, consultants and law 
firms. Strategic Insight’s parent company, Asset International, delivers critical, cutting edge data, 
research and marketing programs to mutual fund companies, banks, asset managers and 
insurance companies worldwide. The company has offices in New York, Boston, Hong Kong, 
London, Melbourne and Stamford, CT. For additional information, visit www.SIonline.com. 

 

About Manning & Napier 

Manning & Napier (NYSE: MN) provides a broad range of investment solutions through 
separately managed accounts, mutual funds, and collective investment trust funds, as well as a 
variety of consultative services that complement our investment process. Founded in 1970, we 
offer equity and fixed income portfolios as well as a range of blended asset portfolios, such as 
life cycle funds, that use a mix of stocks and bonds. We serve a diversified client base of high-
net-worth individuals and institutions, including 401(k) plans, pension plans, Taft-Hartley plans, 
endowments and foundations. For many of these clients, our relationship goes beyond 
investment management and includes customized solutions that address key issues and solve 
client-specific problems. We are headquartered in Fairport, NY. For additional information, visit 
www.manning-napier.com. 
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