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The Basics
Target Date Funds (TDFs) are designed to reduce equity exposure as the target date approaches, becoming more conservative as 
participants age.

TDFs are based on the year a participant wants to retire.  
• TDFs are typically created in five and ten year increments.  A 5-year 2020 TDF is intended for participants retiring between 

2018-2022 or 2019-2023. A 10-year 2020 TDF is for participants retiring between 2015-2024 or 2016-2025. 

What is a landing year?
➞ TDFs have a landing year when the equity exposure of the TDF will no longer reduce and remains constant, typically based in the 

year of expected retirement. When the landing year of a TDF arrives, the investments usually merge to an “income” fund. Income 
funds typically have a static equity exposure that is lower than Target Date Fund equity exposure to help preserve retirement
savings. 

If and when a 2020 TDF merges to the income fund is dependent on multiple factors.

1. Is there an income fund to merge to?
2. Are there any earlier vintage TDFs that have not merged with income, like a 2010 or 2015 TDF?
3. When is the landing year?

TDF Vintage: 2030 2025 2020 2015 2010 Income

Year: 2030 2025 2024 2023 2022 2021 2020 2015 2010

Group 1-No Action: 2020 TDFs A & B do not have an income fund, but do have earlier and later vintages supporting the glide path. Therefore, A 
and B will not merge. 

A. 5yr 2020 Fund

B. 10yr 2020 Fund

Group 2-No Action: 2020 TDFs C & D have an income fund but, there are earlier vintage funds before them. Therefore, they will not merge with 
an income fund until after the earlier funds reach their final landing point. 

C. 5yr 2020 Fund

D. 10yr 2020 Fund

Group 3-Action: 2020 TDFs E & F have an income fund and there are no earlier vintage TDFs before them. They will merge into the income 
funds at one of the potential landing years based on the design of the glide path. 

E. 5yr 2020 Fund ➞ ➞ ➞
F. 10yr 2020 Fund ➞ ➞

Group 4-Unknown Action: 2020 TDFs G & H do not have an income fund and there are no earlier vintage TDFs. Understanding the glide path 
design behind these funds is critical for this group.

G. 5yr 2020 Fund

H. 10yr 2020 Fund

Target Date Fund
Income Fund

➞ Potential Landing Year

Understanding the design of a TDF’s glide path and how a TDF manager implements the glide path through a collection of vintages,
an income fund, and landing year is critical for retirement investors.  The various nuances can have meaningful impact, especially 
since most participants in a 401k plan have access to just a single, one-size-fits-all approach.  With the decade coming to a close 
and a growing popularity, we believe 2020 is going to be a big year for TDFs. 
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