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Rationale for change 
Background 



The MIT Retirement Program 
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These plans will not change 

Only the investment 
options will change, 
not the plan itself 

2 

MIT Supplemental 
Retirement Plan 

Defined contribution  
plan (401(k)) 

3 

MIT Health & 
Welfare Benefits 

Medical, dental,  
life insurance 

1 

MIT Basic  
Retirement Plan 

Defined benefit plan  



The Current 401(k) Investment Lineup (as of August, 2014) 
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Lifecycle Funds  $128.0m (4%) 

Vanguard Target Retirement Suite 

Asset Class Funds  $2,110.0m (55%) 

Fidelity Institutional Money Market 

Bond Oriented Balanced Fund 

Vanguard Inflation Protected Securities 

Vanguard Total Bond Market Index Fund 

Diversified Stock Fund 

Vanguard Total Stock Market Index 

Vanguard Total International Stock 

Investment Window  $1,532.3m (40%) 

153 Non-Fidelity Mutual Funds 

169 Fidelity Mutual Funds 

2 Non-Mutual Fund Products 

Brokerage Window  $45.2 m (1%) 

Over 4,900 mutual funds 

U.S. Treasury Securities 



Distribution of Investment Window Assets by Asset Class 
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Rationale for a streamlined line-up 
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Fund Monitoring 
More intensive review  
is consistent with emerging 
regulatory and judicial 
standards 

Investment Costs 
Consolidation  of assets 
into fewer funds can  
lead to lower  
investment costs  

Participant Experience 
A simplified line-up  
can facilitate better 
decision-making 



Community feedback and development of guiding principles 
Critical First Steps in the Change Process 



Community Feedback on a Streamlined Investment Line-up 

▪  Over 20 feedback sessions conducted with more than 400 faculty and staff from 
Campus and Lincoln Lab 

▪  On Campus: Faculty and staff generally agree with the rationale and are very 
supportive of the change 

—  Many are eager to understand: 

▪  The process and criteria used to select the new asset classes and fund options 

▪  The data that support fund selection 

—  Specific requests include: 

▪  A socially responsible fund 

▪  Adding a Roth option 

▪  Adding auto-enrollment 

▪  Including ETFs (Exchange Traded Funds) to the Brokerage Window 

▪  At Lincoln: More skepticism and a high degree of interest in a Roth option 
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Guiding Principles for the New Structure 

▪  Allow participants to build a low-cost diversified portfolio using passively managed 
funds (index funds) 

▪  Offer actively managed options in certain asset classes where there are 
opportunities to outperform the indices 

▪  Provide specialized investment opportunities for participants who are very active 
and expert in managing their investments 

▪  Provide participants with access to institutional funds with lower costs than those 
available to the general public 

▪  Transition participants to lower-cost funds. 
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Accommodate the diversity of investors at MIT — from inexperienced to 
proficient to expert —and a wide range of risk/reward profiles. 



The fund selection process 
Next Steps 



The Fund Selection Process 

▪  For each asset class, MIT’s investment consultant has brought a short list of 
finalists to the committee for evaluation 

▪  The 401(k) Plan Investment Oversight Committee has been selecting active 
fund managers from the finalists based on: 

―  Fees 

―  Fund size and size of fund management firm 

―  Consistency and length of tenure of fund managers 

―  Use of a strong, detailed, investment selection process 

―  Nature of the fund manager’s investment selection process (e.g., fundamental vs. 
quantitative analysis) 

―  History of adhering to the investment selection process 

―  Past consistency in fund performance 

§  Passive managers are evaluated based on fees and success in tracking benchmark 
indices 
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Implementation of the new line-up 

Looking Ahead to 2015 



Features of the New Line-up 

•  9 target retirement funds Lifecycle Funds 

•  5 index funds in major stock and bond classes 
•  2 MIT custom funds (BOB, DSF) 

Passive Funds in Major 
Asset Classes 

•  18-20 stock and bond funds in more specialized 
asset classes  

Active and Passive Funds 
in Narrower Asset Classes 

•  4,000+ funds not monitored by MIT Brokerage Window 

Page 15 



How the Changes Will Affect You 

▪  If you are invested only in continuing funds, such as the MIT custom funds 
(BOB and DSF), you will see no change 

—  More than a third of participants are in this category 

▪  If you are invested in at least one fund that will not remain in the line-up,  
you may either: 

—  Take no action and your funds will be transferred automatically to a like fund 
(or a target date fund if a like fund is not available) when the new line-up 
takes effect, or 

—  Move your assets to other funds in the new line-up or in the brokerage window 
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Although there is no requirement to take action, this is an opportunity to 
take a fresh look at your investment portfolio.  



Next Steps 
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New funds added 
(April 1) 

Additional investment 
counselors available 

Old funds transferred 
to new funds 

Old funds closed and 
removed from the 
line-up  

January February April May June March 

Personalized statement with cover letter 
mailed to homes explaining changes and 
providing individual mapping information 

Interactive guide posted on NetBenefits and 
Benefits web site 

Launch of information sessions  

Meetings with HR Partners 
and HR staff to explain 
new structure 

General announcement, white 
paper, Faculty Newsletter article 
(link to white paper), and Campus 
News article 

Investor education 
curriculum launches 
(with start in IAP) 

Updates at regularly 
scheduled meetings on 
new structure and 
transition timeline 

Information sessions, workshops and individual counseling appointments 



The new line-up will be the culmination of two years of work by 
the 401(k) Plan Investment Oversight Committee 

▪  Committee Members 
—  Israel Ruiz, Executive Vice President and Treasurer (chair) 

—  Marc Bernstein, Associate Director, Lincoln Laboratory 

—  Professor Glenn Ellison, Economics 

—  Professor S.P. Kothari, Sloan 

—  Professor Gunther Roland, Physics 

—  Pam Weldon, Lincoln Laboratory 

—  Tom Wieand, MITIMCO 

—  Professor Barton Zweibach, Physics 

▪  Staff 
—  David Chused, Office of General Counsel 

—  Ken Davies (HR/Benefits) 

—  Maureen Ratigan (HR/Benefits) 
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