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The Goldilocks plan: How big of an
investment menu is just right?
It’s one of the industry’s most frequently asked questions: How many investment choices
should a plan sponsor offer?
Surprisingly, the answer seems to depend on whom you ask. Nearly 40% of Americans feel
they have either too many or too few options in their retirement plan, according to the
TIAA-CREF 2015 Investment Options Survey.1 Almost one in five feel overwhelmed by too
many choices, and an equal number feel they don’t have enough. It’s no wonder plan
sponsors and participants both feel confused.
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That confusion can have serious consequences. As another TIAA-CREF study revealed,
those who feel they have the wrong number of investment choices are also more worried
about running out of money in retirement.2 Nearly two-thirds of those who think they have
too many investment choices, as well as 55% who don’t think they have enough, are very or
somewhat concerned about running out of money. By contrast, 40% of respondents who
feel they have the right number of investment choices are “not at all concerned” about
outliving their savings.
The question is, what number is the right number? For sponsors to meet their fiduciary
obligations, they must offer a prudent selection of investments. At minimum, that includes
enough choices to suit a variety of risk tolerances and objectives—from long-term growth
to lifetime retirement income. But as sponsors are beginning to realize, more is not
necessarily merrier.
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Participants overwhelmed by choice
There is a mountain of research suggesting that having too many options leads to poor
outcomes. In psychological experiments, subjects who were offered more choices were less
likely to take action than those offered a limited set.3 Retirement plan investment lineups
that are too large actually decrease participation rates.4 In the TIAA-CREF 2015 Investment
Options Survey, nearly 40% of Americans said they were not familiar with the investment
options in their retirement plan—an increase from 33% in 2014. As a testament to the
alarming magnitude of participants’ confusion, 85% said they were comfortable with the
choices they made, even though many didn’t even understand what those choices were.

Approaching the problem from a different angle
If some participants think their plans offer too few options, and others think they offer too
many, perhaps it’s time to stop looking for one single answer to suit everyone. Instead, a
well-designed investment menu can address the goals and personalities of a variety of
investors—from diehard do-it-yourself types to those easily overwhelmed by choice. Such a
menu might include:
WW Target-date

funds, which simplify asset allocation

WW Lifetime

income solutions, such as annuities, for participants focused on meeting their
basic needs in retirement

WW Mutual

funds for participants who want to create their own mix
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With a target-date fund on the menu, any participant who feels dazed by too many options
can select a simpler alternative. With a single investment, they can acquire a diversified,
professionally managed portfolio, with asset allocations automatically shifted over time to
become more conservative as retirement approaches. Target-date funds relieve participants
of the need to make complicated investment, portfolio allocation and rebalancing decisions.
By their very nature, they can be appropriate for individuals at every life stage, alleviating
the need to load up a plan with an excessive number of investment choices. Current
investors in target-date funds say they particularly like the lower fees, ease, convenience,
professional management and automatic rebalancing, according to the TIAA-CREF
Investment Options Survey.
It’s important that participants feel they have an appropriate number of investment choices.
Too few or too many, and employees’ confidence may suffer. However, the secret to
designing a plan that’s just right—a “Goldilocks” plan—is about more than simply the size
of a menu. The menu’s structure matters as well. By including target-date funds, you can
help even overwhelmed participants feel that their retirement plan fits them just right.

To learn more about growing your business with target-date funds,
download our target-date value-add practice management program
(www.tiaa-cref.org/lifecycle) or call us at 888 842-5433, option 2.

You should consider the investment objectives, risks, charges and expenses carefully before investing. Please
call 877 518-9161 or log on to tiaa-cref.org for product and fund prospectuses that contain this and other
information. Please read the prospectuses carefully before investing.
Please note, the target date for Lifecycle funds is the approximate date when investors plan to start withdrawing
their money. The principal value of the fund(s) is not guaranteed at any time, including at the target date.
Annuity account options are available through contracts issued by TIAA or CREF. These contracts are designed
for retirement or other long-term goals, and offer a variety of income options, including lifetime income.
Payments from the variable annuity accounts (and mutual funds) are not guaranteed and will rise or fall based
on investment performance.
TIAA-CREF products may be subject to market and other risk factors. See the applicable product literature, or
visit tiaa-cref.org. for details.
For financial advisor use only.
The material is for informational purposes only and should not be regarded as a recommendation or an offer to
buy or sell any product or service to which this information may relate. Certain products and services may not be
available to all entities or persons. Past performance does not guarantee future results.
TIAA-CREF Individual & Institutional Services, LLC, Teachers Personal Investors Services, Inc., and Nuveen
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