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5rr. r ie. l ies for  5! .Lers

rhat i5. ! f ier t  !1e i5 beng

dr lven by iwo iactors: the

|eneoi Protedion Act of 2006,

wh crr  5ubl€cts p.n lponso6

to 5ign f icant pena t ies i f lheir
pen! on p ans are ess thirn

800,t tLrnded and new F ndn. a

A.countif g 5t.ndirrds Board

St.iement Number 158 (FASB 158),

whi.h require! privaie se.tor

comp.nles to report  the funded

natus oi  l f re r  pen5ion p ans at

.n assel  or  a ab i ty on their

Da anae sn€els bdsed on aLtrrenl

nvenment markel  coId t rons

Wells Fargo's Target Date Funds Manage Equity

The resLr t  ot  the5e mandares

15 that any s gn t . :nt  sw ng

in d pen5lon! funded 5idtLrs

cou d mpa.t  ihe pr ice oi  a

.omDanys stock.nd rs overal

'4,4ol t  p dn sponsors want io

contro the r  cost5,  bLr l  t l rey

i  so wanr to str ik€ a ba an.e

between aontro l ing the

volat  i ty  ot  th€ r  conf i lb!r ions

and contro lng the amount of
lhose.ontr ibut  ons,"  r rys 5w. ln

Forrunately,  the LDl rppro.ch

Quitc s inpl \ ' ,  not  r l l  t i rget  drrc funds

arc the srme. Arset nr i res rnd invesrncrr
phibsophie\  vrrr  eonsrdcrrbl_r l r r rn iund to

iund. ror cr implc.  nrxnr wcl l  known r i rgei

drte f r rnds nlntain r  h ish locl  o i  equi t r

e\posurc -  .Dd, ihcrciorc.  r is t  ur  k)

ind jusr rkcr an in\esror 's ret i rcnicnt  dxte.

h sonrc c.rses,  f r rnds keep up n) 55'% oi  rh. i r

asscls in lesied i .  cqu,t ics.  Ihc fur ionr lc for

5er v ice S pot l ig h t

s not an a or nothing 50 r t  on

Many p.n sponsors !s-"  LDI

for one port  on of the r  assets

and the total  return strat€gy

tor the other port  on in order

to reduce vo al l l ty  bLrt  n I

.eap some g,r ln!  i rom eq! l t  es

Exposure Near Retirement

thesc funds and the investment

Matching Plan Assets to Liabi l i t ies
Can Help Manage Plan Risk

A growl ig nLrmber of .onrp.n et

5eeklng oelter aonfio over

the r  pens ons fLrnded nat! !

and nvf  \ i rnent per lormin.e

;rc consider nq ,r  fund nq r isk

f i r .n,rgemenI (rateqy.,  ed

db i ty dr lven nven ng (LD )

LD a nis to matah a5sets to
iab I  i ie5,  rather than gen€rare

rhe h{then leve of  rerurn ar af
ic.epl .b e eve of  r isk dn

.ppro.cn mo5r pefs on pr i rn5

lr .ve t , rken io dar€ The m. n

focu5 ot  LD r  to n.redse the

dur: I  on of  rhe p i rn s port fo o,

typi .a lyby!s ing ong d!rat  on

boid5. 5(]  that  rhe market

v: !e or assels move9 n tandem

wiih rhe v,r |re of p an abi t es.
f l rLr5 preserv nq the pl .ns

funded natus overal .

"The LD dpproach i ! , r  depart ! re

iionr ihe conventional tola

returf  nrdtegy thar mosl  p.n

sp'Jnsor5 use;s,ryrTom 5wd n.

Prn. lpa and Consu l ing A.tuary

wirh BPS&N4 ',How€ver, rhe

con.ept s not new:Swain nores

Trrget dl te fuDds hryc becone rn rncrcasinglr
rnrp,) f t rnt  

'nvcsr 'ncnr 
oprn'  in rer i rcDrcrr

phns. Indeccl ,  thcst ' turds.  u,hich chanec

their  iDvcsimed! holdinss os thcy nrxc

closer to rhe;. stated r.rgci fciircnrcDr d,rre.
have becofte the dei.ulr iDlcsnDeir n,r nrin\

compan,e,  wi th an auiomrr ic enrol loenr
teature.  Moreover.  p i r r i . ip inrs rhenrselvcs
often invest al l  of  rhci .  ,ssers in a s inglc
t lset  drre tuDd based on their  ret i rcnrent

t inrc bor izor.  Therefore,  i t  is  inpormnr

tor f laD sl)on$rs to step back and look



Service 5 pot l ight

Enhanced Plan
Part ic ipant Web Si te

A! part  o i  oLrr  ofgoirg .omnrirr fenr to pro!  de,rn oLrtgiand ng
oi  l f€ exper ef .e lor  p, i r r  (  p.nls,  We 15 f , r rqo i t  l . ]  

' rq 
our

er. i I  ng few €fhrnr€ments to l i !  Fer ref i ref t  P rn Web S te
Ihro!gho! l  2007 rnd b€yond.

New Content
The Web s te!  " t l f , rn.  r  1\ ' l r r rers '  re. t  on ha! r  hon of  fc! !

.onrent designea ro he p ret i r€ment p.rn p:  l .  pnfr5 e.rn
more dbout ret  rnrent p.nnln!  afd n!E! l  f .J Ttr  i  .onte.r

nc udes ar l  . .5 or .et  rement read n€se ; f .  f i f r f .  i l  p,r . i  fg,
var iou!  t  f .n(  i .  . i l . : ! l , r tors,  Podcasrr  of  k- . !  I  f . fc . r  rop cs
. ' r . l  Red 5 mp e 5ynd . .1on (FS5) rh.rr  r  ow5 part ic ipantr  ro
s gn Lrp to rece ve f f,rn.e r-" rt-"d .rr r e5 ll their myi"coq I

or [ '1y Yahoo a. .o! f t5

New Resul ts f rom

Co nt in ued
Enhancements
f  Lne (omrnq monln5,

lh.  Web s te ! , r  I  underqo

de5 ! tn , r fd n.v q. t  on

ch:fqc\  t r )  t r rprole rs e:5e

oi  ! !e For cxinrp e,  there

!  tur  y rppe. l  i ! ,  del l ! tn r5

wf ns 5 mp i t  ed n,r !  qar or l

lnal  mlr(e!  t  e!r !  ar  f (n !5er5

ro oaare Jaa0!nr nrormai on
;fd spf{  i .  rer  rement re aied too 5:rd r for i | r t  on An

Efh; f r .d Ov.r l i€w P.. te w in.  !de added f t ! tLr .e!

'  0t  .o J 1p,o

sire p€r iorm;n.e nfa ip. .d,  qr fnt€r p€r lona zat on ; fd l f r .

addnlon of  f .w tool5.r id fun. t ion. l t !  ke.u5rom zed Web

mesiqi fq . fd e ma c.p.b t ies.

Loq or to https://www.wellsfargo.(om/r€tirementplan

lo v iew new enh.. .e.nenIs and !p.om rq . r . rnqes a5 ihey

o.cur n add I  on,  wc w b.  prol id in. t  !o!  w rh per od (

!pdar-" i  on rr  orqol f . t  b. ! ls

the Wel ls Fargo Total
Plan Index

A5 they Look for ways to sp! r
qreJrer rel  re.n€nMvrng

.mofg the r  employees a

9row ng n! ' rDer or p in

sponsors,rr€ of fer ing

r€1 reni€nl  p nn pnr l  crp.nts

rnore oppo^un t es to !,rve,

ear ier  p lan e gibi i ly .nd

more pl .n nvesim.nt

opt ons, accord'rg to the

)AA6 Wellt forqo fotalPldn

/rde, an n depth .n.lysit of

the n€ar y I  700.101(k) plan5

m.naged by Wel5 r- , r rgo.

5(] i.r, the r €ffons seem to

be working Over. l ,  a. .oLrni

oa dnaes ncre:sear a mot l

7%trom 2005 to 2006 The

rer remert  snv fgs message

s det ln i te y r ing ng Irue for
pdrt  c pirnts over rqe 60,

m\rch is par l . ipants aqe l5

or younqer B.5ed on th s

proleal  on5 e5!r fa le tnal

tha dv€r.rge pnrt  c p.nt  w I

raaunru.te rnore rh.n
S500,000 by ret rem!ft .ge

Auto Enrol lment
Catches On
GeII nq individui  s enro ed
n the r€t rern€nt p an is,
conr nLreo con.ern ror p an
!ponsors lh.  percent irge of
p an tpon50rs lh. t  ddopted
an aL]Iom,l .  .onIo lmenl

ie,rlure ncred5ed 5 gnlt c,rnl y

i rom 4 Tlon ot  p.ns ln

200510 I10896 of  pafs n

2006 And t  rppears lhdt

automat c enro m-.nt  cnn
hav€asgnlcart imp.cl

on paft  c pat on r . tes Plan!

w Ih aurom.t  c e.ro lm-.nr

hnve pdrt  c ipat ion rares rhat

.re .boLrr  l50,  h iqh-"r  th.n
pl .n!  w tho!r  autotrr i r i ic

enro ment n r . ld l t  on,

oi ier ing a rn. t .h i fg

conrr ib! I  on.  regirrd e55 of

the amount,  can ncrerse
pirr t .  p. t ion rares by aboul

l0 perc€nt:qe points
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Wells Fargo Target Date
cont inued from frcnt

th is st .atcgy rs rhar i r  crn

help invcsrors accunrulate

more .sscrs in in efforr

to man.g.  |Dgevi ty r isk,

i .c. ,  rhe r isk of  oudiv ing

Yet th is addnioDal equiry

exposurc would be or

l i t t le use ro invcstors i f  the

market rvere ro experience

a sign; l ;crnr downturn just

befo.e or tust  afrcr  -
tbeir .enrenrcnr dare- During

this r faDsir ional  r ime, such

an evcnr mrgnt cause lnvestors

to take dr.sr ;c acr ion

perhaps nukrrs rheir portfolio

ul t .n conservi t r le rn an

effort  ro curb losses or

ulra .Sgrcssi !c ro make

A Bettcr Offcrse?

Inc.eased Deferrak

A much nrore prudcrt

:pproacb is for hdiridual

part,c,P.nts to mrnrSe

longevi$ r isk by increasirg

therr  dcfc. . . ls  i r  rhe vears

leading up io rct i renrent.

Indecd, Dumerous *udies

havc slxxvn rhri deferral

rares ha!. r$ nbre influence

oD rhc ! l r imate s izc oi  an

indi ! idLrul \  rcr i rcmenr

sav,ngs rh.D rsser al locnt ion

or abovc'arcrage returns.

We l ls Far8o Ad!antage Dow

Joncs Trrge! l ) . r te Funds' \ l

ar .  structured In a w.y so

rhev havc less cxposure

to equircs.r  rhe seleded

fer i rcmcnr drre than n]any

other rarger dare iunds.

These wclls Ffso iunds

use al locat ion fornulas that

conservat ive Sl ide path

l lhe ratc ar which the fuDds'

rnvestneDrs becodre more

conserv.r ive) rhai  rhose

used by orher rargct  dare

iunds. In other rvords,

U/ells l-arso\ fDnds provide

relatively greater alloc:rions

to bond and money rnarket

invcsimenrs {which
r.adir ional ly have beeD

less lo lat i le than siocks)

. ight  before and jusr

When choosing a urget dare

fund for their retirement

plani ,  p lan sponsors have .r

l iducia.y responsibi l i ry ro

underttand rhe invesrmenr

phi losophy and approach of

those funds. This ;s especi.llr

imporianr because r.rget date

funds are designed ro be a
parricip.nrl single retiremcnr

inveslmeDr wi th in a pl .n.

Because the glide path for

rarget date funds can vary

sreadv f.om tund ro fund, n

is irnportanl tor plan sponsors

to weigh those differences

beforc selecting a targer dare

fund rhar is most appropriare

lor rhe; .etirement pla.

pa.r ic ipants 'needs.

Funds . . .
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Cost vs.  Ta lent :Em ployers
Face Duel ing Pr ior i t ies

rT

Wren t  comes ro t r . .  t l
tJenet t5,  emp oyfr !  hd!€ ofq

nrLrqg ed w rh (  of f lc t  fg need5

Un Ihe ofe h.nd,.omp, l r  et

neear ro manaqe lne aosL5.t

r fe5.  r . r€a5 f ! t  y erpefr  !c

b-ar. i  ts On Ihe olher h. fd.

tnote .or .p,rr  e! , r  so need to
ma nt , r ln a sLlor iq ben€t ts

orrer fq I  or0er Io ! r I t r :a l ; Ia
reu I  goo. i  enp oyee5

Al ler  y. .15 ot  5h l I  rq nx)r  of
l r r f  (  o5r ol  he,r  Ih i fsLrkir .€
pidf  ums Io emp oy€es, t

oof .s l te r l r - .  p. fdLr !m ma!

be sw rq f ( l  lhe olher w:r !

A..od n.l to ihe 2rrl lof

tive n)tdl RPtuatds Ptrotn e\

5!r ley.ond!cred by l l f .  f ie

tof ! ! l t fg and Ihe f te4r. t  ona

5oc ely of  (  L-r l  f  ed Enrp olee

8ef€f  1 5pe. d n5. cof i ro I  rq

her lh. . re(ons sni th.

h qhcstTot.  Rew;rdi  pr  o,  ty
ior  .100/,  bLrI  i t  t  Io of . t€r
olerwhe m fg !  so Fi lhty
per.enl  o l  l f r r  4t)  U 5.  h!n[r
r€so!r .e i  proiersioni  s

5!r leyed dei t i t  ed her th

crre aol l  r  o r ta lnnrenl  r !  r

Iop ]M pr or ty In 5 y. . r ,  d.d
l l i ! r ,  r i 'nk€d I  . t  lhe rop
pr or i iy .  Borh r f  t l ros€ r , rnI  nqs

.re. lown r9n t i . , r i i ly  f ronr

an !e:r ,  when 9l l r i  s , r i i l  r . . r

.onl . r  nnr.nl  wa5,r  top I  ! .
pr  or  ly . fd t51r, i  idenl  I  ed i t

At  lhe 5;nr.  t  me the t ! r ! .y

fo! fd t i r r t  rhe.b i t !  lo

al l raal ,  f i rot  !at€ Jnd retJ l

a h ! l l r  q! .  ty wo,[ for . f  !

rL rn fq i i  .  o5e 5€.ora n

thF !  ew ol  l lB [ ) (ness of , r  ! .

! !h e n.r{ , rsed .on 5h;r  I r l

of  h€a th benef t5 h,r t  t r rc

porenr i .  to under l .n n. .

.omprfy 5 , rb i ry lo . f t r .ct
, r f r l  reta .  emp o), . r5

A.cord fq 1o.foth."r  rud!

.o.rd! .1.d by rhe Kir  \er
l .m ry Found. l  on,  Ihf  j  7e

oi  t ' r i :  pr !m Lrm Ih.r t  wrr [e15

are i \k.d to pay lor  h.d th
fsrr(rnc-a al leai5 lh.  r  a iec 5 0n
i l rather Io enro |  |  t i re

!mployer 5 he.r  th in5!r ; f r .
p,r f  lor  examp e, ef()  rn€nl

n \  rq e .ov€rage arcps tronl

89qi  wh€n worke15 do not
l r i r ! -a to m:ke.r  .of t r  bLrr  o|  ro
681, when wort . r5 h. , /e to pry
j /1r .  or  nror0 ol  the prenr !n l
.osr !  rn ar y,  p: l l  .  prr  o.  .

fanr iy.olerag€ d rop5 from

tOq. when workers n-rake irr e
.r fo contribLrrion to 7/% when

)rkefs must contrlbure more

thdn 50% of lhe pr€ml!m.ox

I  rpp.rr ;  t rat  ronr.

.o l i r ) r . les are rer i r  fg thdt
r  , .y r . !e !one rrr .nough

wfr, f  t .onre5 (o (osr 5h t t  ng
r f .cr , Inere r  qrcv/  fq

e! :def.e rh;1 5h i t  ng roo
m!. l r  o l  r  r .  ron of  he,r  rh

beff f  t5 onto emp.vee5 ! .1
r  nrp ! . rLr5e enrp.veF5 to
opt oLrt  o l  rho!e poqr ims

rr l r rer  th. f  pa!  rq more lor

i rem Ard Lh.t  nu ier th-4

rrr  ! -c or ore ot  tne mo\t

mpof i . . I  oener 1 pro!r .ms

d rompany c.rn of f t  r

Match Rates Arc on the Rise

over the pasr five years, the number of 401(k) plans offering a match rate of 100% has risen sreadiln while plans with only a
s0% march hav€ declined, according to Mercer Human Resource consulring's 2006 spottight o11 Be,"t,s blsed on an
analysis of  more than 1,025 U.S. enployers.

401{k) Mat<h Rates From 2002 to2006 (a! percentage ofptans}
5.!(e M€r.€r H!ma. Rejolr.€ aofsun.!r 20065prrrqhror Fenetb
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