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Overview

I. Popular safe harbor features result in participant inattention 
to goals and risk planning. 

II. Target‐date funds are often misunderstood and misused.  

III. Solutions exist and stakeholder next steps. 

IV. Risk management ideas for DC Plans.
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I. Popular safe harbor features result in participant inattention
to goals and risk planning. 
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Popular safe harbors produced positive results, but…

• 404(c) allows the participants to make their own investment 
decisions while relieving plan sponsors of the liability associated 
with those decisions. 

• PPA brought other changes to Qualified Default Investment 
Alternatives (QDIAs) and auto‐enrollment/auto‐escalate rules. 

• These provisions increased participation and deferral rates 
by automating the enrollment, deferral and investment 
election process. 

• These were all very positive developments for DC plans –
what could possibly go wrong?

August 17, 2006
President Bush at the signing of PPA
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… these safe harbors have had unintended consequences.

• These safe harbors created a lack of participant attention 
to key elements of retirement planning:
– setting retirement income goals. 
– understanding appropriately planned levels of risk. 

The Cheshire Cat to Alice
“If you don’t know where you are 

going, any road will do.”
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Don’t blame participants for their inattention.  

The powerful and persistent participant messaging in many plans is very clear: 
– Do nothing, and you will be enrolled in the plan.
– Do nothing, and your contribution rate will be decided.
– Do nothing, and your contribution rate will increase each year.
– Do nothing, and your equity allocation will be selected for you.

QDIA defaults lead to investments that are selected before
the precursors of a good investment strategy are in place:

– Do nothing, and don’t develop holistic retirement income goals.
– Do nothing, and don’t establish a risk tolerance for losses.
– Do nothing, and don’t establish an investment time horizon.
– Do nothing, and don’t establish a target rate of return.

Don’t put the cart before the horse.
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These popular safe harbors create inattention 
to goals and risk.  

• The 404(c) safe harbor only requires that DC plan sponsors 
provide plan participants “education” to help make 
investment decisions.

• The education model is not effective in helping participants 
make appropriate short‐ and long‐term investment decisions. 

• “Advice” is rarely offered to address these planning risks –
particularly advice from an investment professional held 
to an ERISA fiduciary standard.

• Too many participants fail to adequately evaluate the 
investment risks of a plan’s selected QDIA. 

Savings Fitness, 2007
“You are the one ultimately 

responsible for the management of 
your own financial affairs. However, 
you may want additional help along 

the way from a professional 
financial planner.”
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Advice solutions are available to address these concerns. 

• An often‐overlooked advice provision of the PPA was the 
introduction of an ERISA fiduciary exclusively for 
plan participants – the 408(g) Fiduciary Adviser. 

• This “Fourth Fiduciary” is unique.

• It does not replace existing service providers, investment options, 
recordkeepers and other DC infrastructure. 

• It is not subject to co‐fiduciary liability rules.
20 seconds later…

President Bush leaving the signing 
of PPA on August 17, 2006
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II. Target‐date funds are often misunderstood and misused.  
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Target‐date funds are the predominate QDIA default.

• As originally envisioned, the QDIA was intended to be the 
investment default if a participant failed to make an 
investment election. 

• QDIA defaults are now predominately target‐date funds (TDFs), 
and it is estimated TDFs will comprise over 50% of all DC plan 
assets in the near future. 

• TDFs are rarely used in conjunction with fiduciary level 
participant advice.

Walking on TDF eggshells
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One size does not fit all. 

• One‐size‐fits‐all investing is not investing up to a fiduciary 
standard. 

• TDFs assume that all DC participants born in a certain year 
have the same goals.

• TDFs don’t take into account an individual’s overall financial 
picture. 

• TDFs don’t incorporate other accounts. 

• TDFs don’t incorporate savings habits.

The Onceler to the Lorax, 1971
“Look, Lorax, calm down. There’s no 
cause for alarm. I chopped just one 
tree, I’m doing no harm. This thing 

is most useful! This thing is a 
‘thneed.’ A thneed, a fine 

something‐that‐ all‐people‐need!”
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DC participants are increasingly using equity‐heavy TDFs.

• TDFs lack customization.

• TDFs have higher equity allocations. 
– Higher equity TDF allocations might be advantageous 

for some investors. 

• Participants incorrectly mix and match TDFs with other funds. 

“These funds aren’t wimpy.”
Jason Zweig, The Wall Street Journal, 2019
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Participants are savers, not investors or planners. 

• Participants use an overly simplified approach to financial 
planning while taking on higher levels of equity risk. 

• This illustrates the critical need for TDFs to be used in 
conjunction with more‐professional investment advice, 
especially advice providers held to an ERISA fiduciary standard. 

• Plan sponsors should encourage participants to hire an 
investment professional held to the ERISA fiduciary standard. 

The Cheshire Cat to Alice
“If you don’t know where you are 

going, any road will do.”
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III. Solutions exist and stakeholder next steps. 
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Future retirees will rely on DC plans for a substantial 
amount of their retirement income.

• The ultimate test for DC plans remains:

– Can DC plans, given their current structure, deliver adequate retirement income 
to participants? 

– Or will DC plan participants remain lost at sea, heavily influenced by ERISA safe 
harbors, and without proper planning and goals to help manage investment and 
retirement income risk?

Participants are Lost at Sea when they are under the influence of a 
combination of safe harbor rules like 404(c) and QDIA, along with 

automatic plan provisions and target date funds.
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Participants deserve professional investment advice held 
to the ERISA fiduciary standard. 

• Plan sponsors generally retain investment professionals held to 
the ERISA standard – why not provide participants with the same 
level of support? 

• The ERISA standard is a high bar and we believe it offers the best 
opportunity for effective planning and investment decision‐
making.

Javier Sotomayor
Holds the record for the high jump 
set in 1993. Born on October 13. 
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Stakeholders should advocate for the 
408(g) Fiduciary Adviser.  

• The 408(g) Fiduciary Adviser:
– Does not need to supplant or replace any plan service provider.
– Does not replace investment options. 
– Does not create and, in fact, removes liability for DC plan sponsors for the advice 

given to participants by a 408(g) Fiduciary Adviser, provided the sponsors follow a 
prudent selection and monitoring process. 

• Advice can be delivered through a registered investment adviser, a broker‐dealer, 
a trust department of a bank or an insurance company. 

• Well positioned to work with DC plan sponsors to support the growth 
of financial wellness programs.
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Clearly, not all participants will utilize participant advice.

• Support participants without professional investment guidance indirectly 
through changes in the plan‐level asset evaluation and selection process. 

• Additional risk screens can help limit the potential for large losses. 

• In addition, we believe more alternative asset classes, customized‐model portfolio options 
and annuities have the potential to help participants manage volatile or down‐market 
conditions. 



21
Lost at Sea 

FOR INVESTMENT PROFESSIONAL USE ONLY.  NOT FOR DISTRIBUTION TO THE PUBLIC.

IV. Risk management ideas for DC Plans. 
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Complete an Advice Availability Worksheet.

• Estimate plan assets 
invested through various 
advice arrangements. 

• DC plan participant advice 
options include:
– Managed accounts
– Packaged Collective 

Investment Trusts 
(CITs)

– Tradable models
– Robo‐advisers
– Self‐directed accounts 

(SDAs) with an 
investment adviser 
representative (IAR)

– 408(g) Fiduciary 
Adviser

1.
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Perform an Advice RFP. 2.

• Executing an advice request‐for‐
proposal (RFP) process is the first 
step in offering advice. 

• Identifying and vetting advice 
providers might be a new 
experience for many plan sponsors. 

• Advisers and consultants can help 
with a prudent, thorough and 
insightful RFP process. 

• The RFP process should be clearly 
documented, and the rationale for 
the final decision articulated and 
archived in plan records. 
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Deploy the 408(g) Fiduciary Adviser Model.3.

408(g) Fiduciary Adviser Fact Check:

A DC plan sponsor can hire a 408(g) Fiduciary Adviser and:

– provide participants with holistic investment advice held to the ERISA fiduciary standard; 

– retain the plan’s 3(38) fiduciary;

– retain the plan’s financial adviser and recordkeeper;

– continue to offer the existing investment menu including TDF, SDA and annuity providers; 

– deliver financial wellness and 404(c) education programs;

– support the integration of Health Savings Accounts (HSA);

– and support participants in implementing emergency savings accounts. 
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Introduce in‐plan annuity options.4.

• The SECURE Act provided DC plan sponsors additional safe harbors in the annuity‐provider 
selection process. 

• As participants transition from accumulation to distribution phase, annuities will become 
increasingly prevalent. 

• Recordkeeping and advisory firms have already embraced annuities. 

• DC plans will provide tens of millions of baby boomer participants institutional pricing 
and add economies of scale. 

• Look for integrated recordkeeping technology along with participant advice. 
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Expand the use of risk‐centric screens with
investment selection.

5.

• DC plans can help participants not using advice 
arrangements to better minimize the risk of large 
losses. 

• Risk‐based assessment approaches can be applied to 
more‐traditional DC menu asset classes such as TDFs 
and core menu options, as well as any new products 
such as annuities and customized models. 

• There are a variety of tools available to help plan 
sponsors and advisers better screen DC investment 
menus for risk. 

Sample Riskalyze DC Investment Menu Scoring Chart

Copyright © 2019 Riskalyze, Inc. All rights reserved.

For educational purposes only. Riskalyze does not make investment recommendations or provide investment advice. The information provided does not
constitute investment advice, is provided solely for informational purposes and does not constitute an offer to buy or sell a security. Financial advisers
must determine whether particular investments are appropriate for their clients. The above list is accurate as of Aug. 24, 2020. The Risk Number is calculated
using correlation and volatility data from 2008 to present and average returns calculated using actual price history from June 2004‐present or inception. We
calculate the annualized return number as (final price / initial price) ^ (1 / number of years) ‐ 1. The Riskalyze GPA™ is a quantitative expression of the
efficiency of an investment, strategy or portfolio with respect to howmuch return is realized or expected per unit of risk.
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Summary and next steps.

• Thanks for listening!

• Please request any of our Lost at Sea supporting materials at Retirement@DoubleLine.com:

– 408(g) Fiduciary Adviser – FAQs for advisers and plan sponsors
– White Paper
– CE presentation for advisers and plan sponsors 
– Advice Availability Worksheet
– Sample Advice RFP Questions
– Sample Riskalyze DC Investment Menu Report
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Artwork citations

Page 4: https://www.institutionalinvestor.com/article/b14z9njr60b762/ten‐years‐after‐the‐pension‐protection‐act‐falls‐short‐of‐promises 

Page 5: https://www.pbgc.gov/about/who‐we‐are/pg/president‐ford‐signing‐erisa‐of‐1974  

Page 6: https://www.forge‐rx.com/uncategorized/dont‐put‐the‐cart‐before‐the‐horse

Page 7: https://www.dol.gov/sites/dolgov/files/EBSA/about‐ebsa/our‐activities/resource‐center/publications/savings‐fitness.pdf

Page 8: https://www.pbgc.gov/about/who‐we‐are/pg/president‐ford‐signing‐erisa‐of‐1974  

Page 10: https://vecto.rs/designs/walking‐on‐egg‐shells

Page 11: https://www.google.com/search?q=To+do+list+do+nothing

Page 12: https://www.google.com/search?q=To+do+list+do+nothing

Page 13: https://artinsights.com/product/the‐cat‐only‐grinned‐alice‐in‐wonderland‐embellished‐giclee‐on‐canvas‐by‐jim‐salvati/ 

Page 16: https://en.wikipedia.org/wiki/Javier_Sotomayor

Doubleline is not responsible for the accuracy of information on non‐affiliated websites and does not make any representation regarding the advisability of investing in any investment product or
vehicle. URLs in citations may link to material on non‐affiliated websites that has been produced by third parties unaffiliated with Doubleline. Descriptions of, references to or links to products or
publications on any non‐affiliated website does not imply endorsement or recommendation of that product or publication by Doubleline.
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Important Information Regarding This Material
Issue selection processes and tools illustrated throughout this presentation are samples and
may be modified periodically. These are not the only tools used by the investment teams, are
extremely sophisticated, may not always produce the intended results and are not intended
for use by non‐professionals.
DoubleLine has no obligation to provide revised assessments in the event of changed
circumstances. While we have gathered this information from sources believed to be reliable,
DoubleLine cannot guarantee the accuracy of the information provided. Securities discussed
are not recommendations and are presented as examples of issue selection or portfolio
management processes. They have been picked for comparison or illustration purposes only.
No security presented within is either offered for sale or purchase. DoubleLine reserves the
right to change its investment perspective and outlook without notice as market conditions
dictate or as additional information becomes available. This material may include statements
that constitute “forward‐looking statements” under the U.S. securities laws. Forward‐looking
statements include, among other things, projections, estimates, and information about
possible or future results related to a client’s account, or market or regulatory developments.
Important Information Regarding Risk Factors
Investment strategies may not achieve the desired results due to implementation lag, other
timing factors, portfolio management decision‐making, economic or market conditions or
other unanticipated factors. The views and forecasts expressed in this material are as of the
date indicated, are subject to change without notice, may not come to pass and do not
represent a recommendation or offer of any particular security, strategy, or investment. All
investments involve risks. Please request a copy of DoubleLine’s Form ADV Part 2A to review
the material risks involved in DoubleLine’s strategies. Past performance is no guarantee of
future results.
Important Information Regarding DoubleLine
In preparing the client reports (and in managing the portfolios), DoubleLine and its vendors
price separate account portfolio securities using various sources, including independent
pricing services and fair value processes such as benchmarking.
To receive a copy of DoubleLine’s current Form ADV (which contains important additional
disclosure information, including risk disclosures), a copy of DoubleLine’s proxy voting
policies and procedures, or to obtain additional information on DoubleLine’s proxy voting
decisions, please contact DoubleLine’s Client Services.

Important Information Regarding DoubleLine’s Investment Style
DoubleLine seeks to maximize investment results consistent with our interpretation of client
guidelines and investment mandate. While DoubleLine seeks to maximize returns for our
clients consistent with guidelines, DoubleLine cannot guarantee that DoubleLine will
outperform a client's specified benchmark or the market or that DoubleLine’s risk
management techniques will successfully mitigate losses. Additionally, the nature of
portfolio diversification implies that certain holdings and sectors in a client's portfolio may
be rising in price while others are falling or that some issues and sectors are outperforming
while others are underperforming. Such out or underperformance can be the result of many
factors, such as, but not limited to, duration/interest rate exposure, yield curve exposure,
bond sector exposure, or news or rumors specific to a single name.
DoubleLine is an active manager and will adjust the composition of clients’ portfolios
consistent with our investment team’s judgment concerning market conditions and any
particular sector or security. The construction of DoubleLine portfolios may differ
substantially from the construction of any of a variety of market indices. As such, a
DoubleLine portfolio has the potential to underperform or outperform a bond market index.
Since markets can remain inefficiently priced for long periods, DoubleLine’s performance is
properly assessed over a full multi‐year market cycle.
Important Information Regarding Client Responsibilities
Clients are requested to carefully review all portfolio holdings and strategies, including by
comparison of the custodial statement to any statements received from DoubleLine. Clients
should promptly inform DoubleLine of any potential or perceived policy or guideline
inconsistencies. In particular, DoubleLine understands that guideline enabling language is
subject to interpretation and DoubleLine strongly encourages clients to express any
contrasting interpretation as soon as practical. Clients are also requested to notify
DoubleLine of any updates to Client’s information, such as, but not limited to, adding
affiliates (including broker dealer affiliates), issuing additional securities, name changes,
mergers or other alterations to Client’s legal structure.
CFA® is a registered trademark owned by CFA Institute.
DoubleLine Group is not an investment adviser registered with the Securities and Exchange
Commission (SEC).
DoubleLine® is a registered trademark of DoubleLine Capital LP.
© 2020 DoubleLine Capital LP

This presentation contains the current opinions of the authors, but not necessarily those of DoubleLine. The views and forecasts expressed by DoubleLine personnel in this material are as of the
date indicated, are subject to change without notice, may not come to pass and do not represent a recommendation or offer of any particular security, strategy, or investment.
Content for this presentation was co‐authored by Dan Long, QPFC, AIF®  and Nick Dalgety, CFP® of DoubleLine Capital, and Andrew Larson, CPC,  of the Retirement Learning Center.

Investing involves risk. Principal loss is possible.
Registered representative licenses held by Foreside Fund Services, LLC.


