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Ã Plan Sponsorõs Perspective ðFamily Dollar Stores, Inc. Case Study

Ã Portfolio Managerõs Perspective ðAllianz Global Investors

Ã Due Diligence Perspective ðIbbotson Associates

Ã Panel Discussion/Q&A



Plan Sponsorõs Perspective ðFamily Dollar
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Ã Discount chain of retail stores with 

approximately 56,000 employees, 7,900 stores 

in 46 states

Ã Headquartered in Matthews, North Carolina, just 

outside of Charlotte 

Ã Family Dollar is a Fortune 300, publicly held 

company with common stock traded on the New 

York Stock Exchange under the symbol FDO

http://corporate.familydollar.com/
http://corporate.familydollar.com/


Family Dollar ð7900+ Locations in 46 States
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http://corporate.familydollar.com/
http://corporate.familydollar.com/


Plan Sponsorõs Perspective ðPlan Design
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401(k) Plan features include: 

Ã Pretax contributions ð

Ä 1% to 75% of pay

Ã Employer Match ð

Ä 2.5% currently (will be 4% in July of 2014) 

Ä 100% immediate vesting

Ã Catch-up contributions

Ã Rollover contributions

Ã 90 day eligibility, no automatic enrollment

Ã 12 Investment options and 5 Risk Based Models (Semi-annual auto-rebalance)

Ã Loan and hardship features

http://corporate.familydollar.com/
http://corporate.familydollar.com/


Plan Sponsorõs Perspective ðRisk Based Models
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Ã 5 Risk Based Models - Capital Preservation Allocation, Conservative Allocation, 

Moderate Allocation, Growth Allocation, and Aggressive Allocation

Ä Core funds are the underlying investments that make up the allocation of the Risk Based Models

Ä 38% of plan assets are in Risk Based Models 

Ä 17.5%  of plan assets are in the QDIA option (Moderate Allocation- custom balanced fund)

Ä 58% of participants (6,300 participants) invested some portion of their assets in the 

QDIA/default fund

Ä 45% of participantsõ sole investment is in the QDIA/default fund

http://corporate.familydollar.com/
http://corporate.familydollar.com/


Plan Sponsorõs Perspective ðRisk Based Models 
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Pros:

Ã Allows participants to invest based on their unique risk tolerance, so can be a better fit for 

participants who are capable of making risk tolerance determinations

Ã Risk levels are easier to understand than retirement date glide paths, so we find this approach 

is more easily understood by a majority of our workforce

Ã Accommodates different retirement ages and life circumstances

Ã Provides better results than an average òdo-it-yourselfó investor with a similar risk level

Ã Prevents participants from making inappropriate investment decisions in periods of market 

extremes

Ã Underlying investments are core funds in the Plan

Ã Does not assume that all participants with the same time horizon should have the same asset 

allocation or risk tolerance

Ã Low expense

http://corporate.familydollar.com/
http://corporate.familydollar.com/


Plan Sponsorõs Perspective ðRisk Based Models 
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Cons:

Ã Requires participant engagement

Ã Timely revision of portfolios to reflect changing risk tolerance often does not occur

Ã In cases where participants do not actively de-risk, models may not provide the appropriate 

diversification as participants near retirement

Ã Risk based models cannot be researched using public information

Ã Target-date funds leverage participant inertia to their advantage, risk-based funds do not

Ã Participants may view the models as just another investment option which results in sub-optimal 

behavior of holding multiple funds

Ã May not provide the proper glide path

Ã For participants who donõt have the time or knowledge to invest, determining risk tolerance may 

be difficult

http://corporate.familydollar.com/
http://corporate.familydollar.com/


Portfolio Managerõs Perspective ðAllianz Global Investors

9

Regulators are paying more attention to Target-Date Retirement funds - The Department of 

Labor (DOL) and the SEC released statements aimed at plan fiduciaries that impact target-date 

fund decisions.

Ã February 2013 - 8 tips on target-date funds (also called òTDFsó) from the DOL

Ã Fiduciaries should know the difference between òtoó and òthroughó funds and 

follow these tips:

1. Establish a process for comparingand selecting TDFs.

2. Establish a process for the periodic review of selected TDFs.

3. Understand the fundõs investments ðthe allocation in different asset 

classeséindividual investments, and how these will change over time.

4. Review the fundõs feesand investment expenses.

5. Inquire about whether a custom or non-proprietary TDF would be a better 

fit for your plan.

6. Develop effective employee communications.

7. Take advantage of all available resources to evaluate the TDF.

8. Document the process.

Sources: US Department of Labor,  February 2013. SEC, April 2013.

Ã April 2013 - the SEC adopted recommendations to help plan sponsors make fair side-by-side TDF comparisons 

and, ultimately, smarter choices for their participants
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Participantsõ nest-eggs should not be the luck-of-the-draw - The year youõre born, or plan to 

retire, should not define your savings. Good savings habits should lead to a sound retirement.

Source: Morningstar Direct. Assumptions: initial labor income of $18,000; investors start working and saving at age 25 and retire at age 65; 5% savings rate per year with annual merit salary increase of 3%. 

Returns are calculated annually and represent a 60/40 portfolio of US Equities and US Bonds. US Equities are represented by the S&P500 from 01/01/1971 through 03/31/2013. Prior to 01/01/1971, US 

Equities were represented by the Dow Jones  Industrial Average Price Return in USD; US Bond returns represented by the Barclays Capital U.S. Aggregate Index from 01/01/1976 through 03/31/2013. Prior to 

12/31/1975, US Bond returns were represented by the Ibbotson Associates SBBI. It is not possible to invest directly in an index.

The information presented is informational purposes only, does not constitute investment advice and is not a recommendation or offer of any particular security, strategy or investment product. Information contained 

herein has been obtained from sources believed to be reliable, but Allianz Global Investors cannot guarantee that the information is accurate, current or complete. Past performance is not indicative of future results.

Portfolio Managerõs Perspective ðAllianz Global Investors

$178K+ Variance 
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What does a large market drop mean for retirees? Where will they cut costs? 

When portfolios are down significantly in the years approaching retirement, participants are 

forced to cut spending, but from where?  

Portfolio Managerõs Perspective ðAllianz Global Investors

Source: Consumer Expenditure (CE) Survey, U.S. Bureau of Labor Statistics, 2009.Morningstar Direct as of 06/30/2013. 1Median 2015 Manager represents median drawdown for 2015 target-date fund 

universe. Aggressive òThroughó 2015 Fund represents large market target-date fund with a òthroughó glidepath. Assumptions: Participants start with $475,000 balance. Market experiences a 30% drop. 

AllianzGI Retirement 2015 Fund has a down capture ratio of 24.2%; Median Manager experiences a down capture of 56.9%; AggressiveòThroughó Fund experiences a down capture ratio of 71.1%.  The 

information presented is informational purposes only, does not constitute investment advice and is not a recommendation or offer of any particular security, strategy or investment product. Information contained 

herein has been obtained from sources believed to be reliable, but Allianz Global Investors cannot guarantee that the information is accurate, current or complete. Past performance is not indicative of future 

results.
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Target-date profile chart ð2015 funds

Portfolio Managerõs Perspective ðAllianz Global Investors

Data as of 06/30/2013. Source: Morningstar. Funds are designated òToó and òThroughó based on Morningstar definition.  When Morningstar definition is not available, funds with a glidepath that 

plateaus at target date are considered a òToó fund. Diversification does not assure a profit or protect against loss.

The information presented is informational purposes only, does not constitute investment advice and is not a recommendation or offer of any particular security, strategy or investment product. Information 

contained herein has been obtained from sources believed to be reliable, but Allianz Global Investors cannot guarantee that the information is accurate, current or complete. Past performance is not 

indicative of future results.
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New products and increased attention from the regulators has created a new TDF vocabulary for 

fiduciaries

Portfolio Managerõs Perspective ðAllianz Global Investors

Key considerations for General 

Investments

ÁTraditional fees

ÁPerformance

ÁPeer ranking

ÁManager tenure

ÁMorningstar style

ÁAlpha

ÁBeta

Additional Considerations for Target-

Date Funds

ÁUnique fees

ÁGlidepath design

ÁNumber of asset classes

ÁChanges to glidepath

ÁNumber of underlying funds

ÁNumber of underlying fund managers

ÁRisk-adjusted return

ÁType of target-date fund: 

òToó vs. òThroughó

ÁPercentage of equity and/or 

risk at retirement date

ÁParticipant behavior
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New products and increased attention from the regulators has created a new TDF vocabulary for 

fiduciaries

Portfolio Managerõs Perspective ðAllianz Global Investors

Building 

Blocks

Input Variablesto AGI 

Advance Lifecycle 

Optimization Model

Human

Capital

ÁStart/RetirementAge

ÁEducation

ÁInitial Income

ÁIncome Growth

Longevity
ÁMortality Risk

ÁLife Expectancy

Savings and 

Consumption

ÁInitial Wealth

ÁSavings

ÁDisbursements

ÁBequest Desire

Investment 

Opportunities

ÁExpected Return and 

Volatility

Source:  Allianz Global Investors U.S. LLC, risklab, Retirement Management Journal òThe Illusion of Precision in Target Date Fund Glide pathsó (2011).
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A broad range of public benchmarks are availableé

éYet less than 25% of target-date funds use one as a primary benchmark

Portfolio Managerõs Perspective ðAllianz Global Investors

Source: Morningstar Direct. As of 9/30/2012.



Appendix - Expected volatility and risk illustration disclosures
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Portfolio Managerõs Perspective ðAllianz Global Investors

TheAllianzGIPortfolioExpectedVolatility calculationsare based on the percentageof a Target-DateFundõs(theòFund(s)ó)underlyingholdingsas of 06/ 30/ 2013 and the

correspondingassetclassesof each of thoseholdingsas representedby an index as determinedby Allianz Global InvestorsU.S. LLC. Usingstandard mean-variance

methodology,theestimatedforward-lookingvolatility correlationof the indexesiscalculatedonbotha long-termand short-termbasis.

Expectedvolatility of daily, weeklyand monthlynominalreturnsare calculatedover the timeperiodsutilizedby AllianzGlobal InvestorsU.S. LLCin makinginvestmentdecisions

regarding theweightingsof underlyingholdingsin eachFund.

Thevolatility of the strategiccovariancematrix (Real)is calculatedby an affiliate of AllianzGlobal InvestorsU.S. LLC. Theaffiliate appliesGARCH,exponentiallyweighted

volatility of historicaldata, and standardequal weightedvolatility - to estimatevolatility. Theythenaverage theseto get the LongRunBaselinevolatility estimate. Theyuse

proprietary modelingtechniques,via theireconomicscenariogenerator,to setthecorrelationsbetweenassetclasses: thisusesa combinationof historicaldata, specializedmodels

and their judgmentto determinethecorrelations.

Thedata do not representa Fundõshistoricalor futurevolatility, but rather representestimatesbasedon the long-termand short-termhistoricalvolatility of the combinedasset

classesasrepresentedby theproxy indexes.

Theactualvolatilitiesof theFunds(DailyUnderlyingFunds)are calculateddaily beginningthe first full monthsinceinceptionthrough06/ 30/ 2013.

TheDowJonesRealReturnexpectedvolatilitiesrefer to standarddeviationcomputedfrom their currentexposuresto correspondingassetclassesrepresentedby an index as

determinedby AllianzGlobal InvestorsU.S. LLC. FortheAllianzGITarget-Date Funds,thesebenchmarksare theDowJonesRealReturnIndexes.

Thedata is presentedsolelyto demonstratethe methodologyAllianzGlobal InvestorsU.S. LLCusesto assistit in makinginvestmentdecisionsabout the weightingsof underlying

holdingsin eachFund. EachFundhasa short-termoperatinghistory. Thereis no guaranteethat currentand expectedvolatility characteristicscanbe maintainedor achieved.

Holdingsand riskcharacteristicsare subjectto changedaily. Pastperformanceisnoguaranteeof futureresults.

Effective January 28, 2013 the fund names have changed. Effective April 1, 2013, Institutional shares of the Target-Date funds have been renamed R6 shares.All historical 

performance information for the Institutional shares has carried over to the R6 shares. Please visit us.allianzgi.com for more information.

Each Dow Jones Real Return Target Date Index is a composite of other indexes. The sub-indexes represent traditional stocks and bonds in addition to real return assets such as 

inflation-linked bonds, commodities and real estate securities that are considered to potentially counterbalance inflation. Overtime, the asset class weightings are adjusted based 

on predetermined formulas to systematically reduce the level of potential risk as the indexõs maturity date approaches. Unless otherwise noted, index returns reflect the 

reinvestment of income dividends and capital gains, if any, but do not reflect fees, brokerage commissions or other expenses of investing. It is not possible to invest directly in an 

index.



Appendix
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Portfolio Managerõs Perspective ðAllianz Global Investors

A Word About Risk: The Funds are exposed to the same types of risks as the underlying funds in which it invests. Investments in smaller companies may be more volatile and less 

liquid than investments in larger companies. Investments in commodities may be affected by overall market movements, changes in interest rates, and other factors such as 

weather, disease, embargoes and international economic and political developments. Convertible and fixed income securities, particularly high-yield or junk bonds, are subject to 

greater levels of credit and liquidity risk, may be speculative and may decline in value due to changes in interest rates or an issuerõs or counterpartyõs deterioration or default. 

Derivative prices depend on the performance of an underlying asset; derivatives carry market, credit and liquidity risk. Investing in a small number of issuers may increase risk 

and volatility. Securities purchased in initial public offerings have no trading history, limited issuer information and increased volatility. Leverage can magnify losses during 

adverse market conditions. Investing in mortgage- and asset-backed securities involves interest rate, credit, valuation, extension and liquidity risks and the risk that payments on 

the underlying assets are delayed, prepaid, subordinated or defaulted on. Foreign markets may be more volatile, less liquid, less transparent and subject to less oversight, and 

values may fluctuate with currency exchange rates; these risks may be greater in emerging markets. The cost of investing in the Funds will generally be higher than the cost of 

investing in a fund that invests directly in individual stocks and bonds. The target date included in the Fundõs name does not necessarily represent the specific year an investor will 

begin withdrawing assets. It is intended only as a general guide. 



Due Diligence Perspective ðIbbotson Associates
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The Benchmarking Conundrum



Due Diligence Perspective ðIbbotson Associates
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Common Benchmarking Practices

Ã Single Index-Relative to Benchmark

Ä Inappropriate for Target-Date Funds

Ã Custom Benchmark 

Ä Ignores Asset Allocation Decision

Ã Blended Index 

Ä Ignores Asset Allocation Decision

Ã Peer Group (Universe) Benchmark

Ä Not investable



Due Diligence Perspective ðIbbotson Associates
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ô40 Act Target-Date Benchmarking Practices

Primary Prospectus Benchmark

Number of

Fund Series

Number

of Funds

S&P 500 19 145

Blended Benchmark 5 43

Barclays Capital US Aggregate Bond 8 32

Russell 3000 4 29

S&P Target Date 4 27

Morningstar Lifetime Moderate 2 16

Dow Jones Target Year 2 15

Dow Jones Real Return Portfolio Target 2 15

MSCI US Broad Market 1 10

Dow Jones US Total Full Cap 1 7

Russell 1000 1 7

Morningstar Lifetime Aggressive 1 5

Morningstar Lifetime Conservative 1 5

Wilshire 5000 1 5

Bank of America/Merrill Lynch US Treasuries 1-3 Year 1 4

Barclays US Intermediate-term Bond 1 2

Dow Jones Moderately Conservative 1 1

Russell 1000 Value 1 1

No listed primary benchmark in Morningstar Direct 22 76

Total 445

Source: Morningstar Direct as of 12/31/2012


