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Survey Results of Available Passive Options in DC Plans
Executive Summary
What is the current state of available passive
options in Defined Contribution (DC) plan
lineups? The question of whether to include or
add index funds to a lineup is one that many
plan sponsors and their advisors have
contemplated at one point or another. In
response, many plan sponsors have taken steps
to create an index tier within their plans that
enables participants to construct passive core
exposure within their retirement saving
accounts. However, the ubiquitous availability of
®
S&P 500 index funds often results in inflated
headline numbers regarding the availability of
passive options.
To achieve a more granular perspective on the
prevalence of indexing in DC plans, we
conducted a survey of various plan types. We
selected a random sample of plans from
Standard & Poor’s Money Market Directories
(MMD) database (http://mmdaccess.com), which
included 401(k), 403(b), 457, 401(a) and defined
contribution (unspecified) plan types. We then
created four plan segments based on plan
assets:

determine whether or not each investment
option could be categorized as a passive index
fund. If it could be, then its associated
benchmark was also identified.
Our research focused on U.S. equities (several
categories, including large, mid, small, total
market, and completion [total market minus the
S&P 500]), international equities and core fixed
income.
To facilitate discussion based on the results, we
define two new terms: adoption rate and
deployment rate. The adoption rate is the
percentage of plan sponsors offering at least
one passive fund for a particular asset class, in
the context of the overall sample or a particular
plan segment. This measure provides a sense of
the prevalence of indexing in relation to the
number of plans in a given group.
The deployment rate is the percentage of
investment options within a given plan that are
index funds. This measure provides a sense of
the commitment to indexing within the plans, as
it shows what portion of their investment lineup
comprises passive funds.



Small (under $50 million)

Results from our survey show that:



Mid (between $50 million and $200 million)





Large (between $200 million and $1 billion)



Mega (over $1 billion)

94% of sampled DC plans offer index funds,
but that headline number obscures the fact
that most plans offer a single asset class
with a passive option – large-cap U.S.
equities.



Other asset classes, such as mid-caps and
bonds, have vastly lower passive
representation in DC plans, particularly in
small and mid-sized plans.

Within each segment, we sampled over 100
plans and then retrieved the investment lineup
for each from our DC investment options
database, which was developed from all of the
available investment options for the entire MMD
plan sponsor database. We then proceeded to
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There is a negative correlation between the
number of lineup choices and the number of
passive funds offered.



There is potential for simplification of plan
lineups through use of index funds.

were similar across all four tiers, as shown in Table
2 below.
Table 2 – Number of Lineup Choices by Segment

Total Sample:
By Plan Size:
Mega
Large
Mid
Small

High-Level Results
A total of 424 individual plans were sampled, with
assets totaling approximately $537 billion. Table 1
below shows the distribution of plan assets by
segment.

Count
424

107
108
104
105

Median
14.0

Max
356

Min
1

14.8
19.5
15.7
18.9

14.0
15.0
14.5
14.0

85
356
66
119

4
7
1
2

Prevalence of Passive Funds

Average Plan Size
$1,266,542,696

It is worth noting that 398 of the 424 (94%) plans
sampled offer at least one index fund. However, the
high overall adoption rate obscures much lower
rates across asset classes other than large-cap
stocks. Chart 1 below shows the asset classes and
categories we considered and the percentage of
plans that offer an index fund. Almost 85% of plans
surveyed offer a large-cap index fund, but the
numbers drop off dramatically for other asset
classes.

By Plan Size:
Mega
Large
Mid
Small

Mean
17.2

Source: Money Market Directory. Data as of April 2011. Charts
are provided for illustrative purposes only.

Table 1 – Average Plan Size by Segment
Total Sample:
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$4,397,645,822
$492,317,926
$107,849,317
$19,803,190

Source: Money Market Directory. Data as of April 2011. Charts
are provided for illustrative purposes only.

Although there was great variety in the number of
investment options used by plan sponsors, the
mean and median numbers of investment options

Chart 1 – Index Fund Adoption is Concentrated in U.S. Large-Cap Equities
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Source: Money Market Directory. Data as of April 2011. Charts are provided for illustrative purposes only.
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Chart 2 – Large-Cap Index Fund Adoption is Relatively Uniform Across Plan Segments, While Adoption
of Other Asset Classes Varies More
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Source: Money Market Directory. Data as of April 2011. Charts are provided for illustrative purposes only.

Chart 2 above breaks out adoption rates by plan
segment, as well as, by asset class. Large-cap
displays greater uniformity of adoption rate across
plan segments than most other asset classes. The
general tendency is for higher rates of index fund
adoption in large and mega plans, compared to mid
and small plans.

While Charts 1 and 2 consider adoption rates
across asset classes and plan segments, Chart 3
shows that index fund deployment rates are
somewhat higher in large and mega plans than they
are in mid and small plans. This means that in
larger plans, on average, more of the investment
lineups are devoted to passive alternatives than in
those of smaller plans.

Chart 3 – Index Fund Deployment Rates are Generally Higher in Large and Mega Plans
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Source: Money Market Directory. Data as of April 2011. Charts are provided for illustrative purposes only.
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As previously indicated in Table 2, some plans offer
a large number of investment choices in their
lineups. We measured the relationship between the
number of investment options available and the
index fund deployment rate and found a negative
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correlation. Therefore, it would appear that a large
number of plans could simplify their lineups in two
ways: by reducing the number of options and
increasing the number of index funds. Chart 4
below illustrates this relationship.

Chart 4 – The Correlation of the Number of Investment Options to the Index Fund Deployment Rate is
Negative: Plans Can Simplify Lineups by Reducing the Number of Choices While Increasing Their Use of
Index Funds
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Source: Money Market Directory. Data as of April 2011. Charts are provided for illustrative purposes only.

Benchmark Indices
Next, we consider the underlying benchmarks for index funds used by DC plans. Benchmark indices identified in
this plan sample are listed in Table 3 below.
Table 3 – Index Exposures Available in Plan Sample
Market Segment

U.S. Large-Cap
S&P 500
Russell 1000

U.S. Mid-Cap
S&P MidCap 400
Russell Mid Cap
MSCI Mid Cap

Broad Market

U.S. Completion
S&P Completion
DJ Completion
Wilshire 4500

U.S. Total Market
S&P TMI
Russell 3000
MSCI US Broad
DJ TMI
Wilshire 5000

Others

International Equity

Fixed Income
Barclays U.S.
Aggregate

MSCI EAFE

U.S. Small-Cap
S&P SmallCap 600
Russell 2000
MSCI Small Cap

MSCI EAFE + EM
Source: Money Market Directory.
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Exposure to the S&P 500 accounted for 96%-100%
of large-cap passive investment options across plan
segments. Exposure to the S&P MidCap
400accounted for the majority of mid-cap
investment options for small and mega plans;
whereas the MSCI Mid Cap Index had more
exposure in mid and large plans. Russell’s smallcap and total market indices were more widely used
Chart 5 – Large-Cap Benchmarks
for Passive Options
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for plans in the small and mega tiers, while the
MSCI Smallcap benchmark was more frequently
used in the mid and large plans.
Charts 5 through 8 highlight the relative market
shares of the various benchmark indices for select
asset types, for all tiers combined.

Chart 6 – Mid-Cap Benchmarks
for Passive Options
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Chart 7 – Small-Cap Benchmarks
for Passive Options

Chart 8 – Completion Benchmarks
for Passive Options
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Source: Money Market Directory. Data as of April 2011. Charts are provided for illustrative purposes only.

MSCI EAFE exposure accounted for 100% of the
share of international indices for small, mid and
large plans, and 92% of the share for mega plans.
Barclays U.S. Aggregate Bond Market Index was
the only bond index investment option across all
plan sizes.

Summary
Despite the relatively small number of plans
included in this randomly-drawn DC plan sample,
the survey results are illuminating in a number of
ways. Overall there were large discrepancies

between the adoption rates of passive investment
options by plan sponsors in this survey, across
asset types, as well as across plans of different
sizes. Large-cap indices are available in
approximately 85% of all plans sampled, while
passive representation of other asset classes is
significantly lower, particularly in mid and small
plans. Deployment rates of index funds are
generally higher in mega and large plans than in
mid and small plans, and we found a negative
correlation between the number of lineup options
and the availability of index funds. Many plans
could greatly simplify their lineups by reducing the
number of investment options while increasing the
use of index funds.
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Disclaimer
This document does not constitute an offer of services in jurisdictions where Standard & Poor’s Financial
Services LLC (“S&P”) or its affiliates do not have the necessary licenses. All information provided by S&P is
impersonal and not tailored to the needs of any person, entity or group of persons. S&P receives compensation
in connection with licensing its indices to third parties. Any returns or performance provided within are for
illustrative purposes only and do not demonstrate actual performance. Past performance is not a guarantee of
future investment results.
It is not possible to invest directly in an index. Exposure to an asset class represented by an index is available
through investable instruments based on that index. S&P and its affiliates do not sponsor, endorse, sell,
promote or manage any investment fund or other vehicle that is offered by third parties and that seeks to
provide an investment return based on the returns of any S&P index. There is no assurance that investment
products based on the index will accurately track index performance or provide positive investment returns.
S&P is not an investment advisor, and S&P and its affiliates make no representation regarding the advisability of
investing in any such investment fund or other vehicle. A decision to invest in any such investment fund or other
vehicle should not be made in reliance on any of the statements set forth in this document. Prospective
investors are advised to make an investment in any such fund or other vehicle only after carefully considering
the risks associated with investing in such funds, as detailed in an offering memorandum or similar document
that is prepared by or on behalf of the issuer of the investment fund or other vehicle. Inclusion of a security
within an index is not a recommendation by S&P to buy, sell, or hold such security, nor is it considered to be
investment advice.
S&P does not guarantee the accuracy and/or completeness of any S&P index, any data included therein, or any
data from which it is based, and Standard & Poor’s shall have no liability for any errors, omissions, or
interruptions therein. S&P makes no warranties, express or implied, as to results to be obtained from use of
information provided by S&P, and S&P expressly disclaims all warranties of suitability with respect thereto.
While S&P has obtained information believed to be reliable, S&P shall not be liable for any claims or losses of
any nature in connection with information contained in this document, including but not limited to, lost profits or
punitive or consequential damages, even if it is advised of the possibility of same.
S&P keeps certain activities of its business units separate from each other in order to preserve the
independence and objectivity of their respective activities. As a result, certain business units of S&P may have
information that is not available to other S&P business units. S&P has established policies and procedures to
maintain the confidentiality of non-public information received during each analytic process. S&P and its
affiliates provide a wide range of services to, or relating to, many organizations, including issuers of securities,
investment advisers, broker-dealers, investment banks, other financial institutions and financial intermediaries,
and accordingly may receive fees or other economic benefits from those organizations, including organizations
whose securities or services they may recommend, rate, include in model portfolios, evaluate or otherwise
address.
Copyright © 2011 by Standard & Poor’s Financial Services LLC, a subsidiary of The McGraw-Hill Companies.
All rights reserved. Redistribution, reproduction and/or photocopying in whole or in part is prohibited without
written permission.
S&P, S&P INDICES, S&P 500, S&P 400 MidCap, S&P 600 SmallCap and STANDARD & POOR’S are
registered trademarks of Standard & Poor’s Financial Services LLC.
MMD is a web-based tool that allows a user to access thousands of contacts wherever and whenever needed.
Information on many firms is also accessible. MMD is a leading provider of information on the institutional
investment community. MMD is a leading resource for institutional investor intelligence. MMD allows you to
build effective relationships, enhance competitive intelligence, identify new sales opportunities and sources of
capital, perform focused prospecting, and develop targeted mailing campaigns. For more information about
MMD, please see the website located at http://mmdwebaccess.com/.
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