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Understanding Target Date Funds

When planning for retirement, many investors look for a simple, diversified approach to managing their savings
over time. Target date funds are one such option. These funds are designed to adjust automatically as you move
closer to retirement, helping to balance growth and risk along the way.

While each investor’s goals, timeline, and risk tolerance are unique, target date funds offer a structured approach
that many individuals use as part of their long-term retirement strategy.

What Is a Target Date Fund?

A target date fund is a diversified investment that is built around a specific retirement year - often reflected in the
fund’s name (for example, “2050 Fund”). The target date generally corresponds to when an investor expects to
retire.

These funds typically include a mix of stocks, bonds, and other investments, providing broad diversification within
a single investment option.

How the Investment Mix Changes Over Time
A key feature of target date funds is their ability to automatically adjust their asset allocation over time.
a. Early Years: Focus on Growth

When retirement is many years away, target date funds generally allocate more toward stocks. This approach
seeks long-term growth, recognizing that investors have more time to ride out market fluctuations.

b. Approaching Retirement: Increasing Stability

As the target retirement date approaches, the fund gradually shifts toward more conservative investments, such as
bonds and cash equivalents. This shift aims to reduce volatility and help preserve accumulated savings.

The “Glide Path” Concept

The gradual change in a fund’s investment mix over time is often referred to as its glide path. Each fund family may
design its glide path differently, but the overall goal is similar: to transition from growth-oriented investments to
more conservative ones as retirement nears.

Some funds continue to adjust even after the target date, while others reach a more stable allocation at retirement.
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Benefits of Target Date Funds

Target date funds can offer several advantages for retirement savers:
o Simplicity: A single fund provides built-in diversification
e Automatic Rebalancing: The investment mix adjusts over time without requiring ongoing decisions
e Age-Appropriate Allocation: Designed to align with a long-term retirement timeline
Because of these features, target date funds are commonly used in workplace retirement plans.
Considerations and Trade-Offs
While target date funds can be a helpful tool, they may not be the right fit for everyone.

e One-Size-Fits-Many Approach: The fund’s allocation is based on a general timeline, not individual
circumstances

o Different Designs Across Providers: Glide paths and investment strategies can vary between fund
families

¢ Risk Still Exists: Even as funds become more conservative, they are still subject to market fluctuations

Investors may want to evaluate whether a target date fund aligns with their personal goals, risk tolerance, and
broader financial plan.

Final Thoughts

Target date funds offer a convenient way to invest for retirement by combining diversification and automatic
adjustments over time. For many individuals, they provide a straightforward starting point for long-term investing.

However, as with any investment, it's important to understand how the fund works and how it fits into your overall
financial strategy.

Additional third-party educational information is available at the link below. Kathmere is not affiliated with, and
does not endorse, the third-party provider or its products.

https://www.blackrock.com/us/individual /education/retirement/what-is-a-target-date-fund
Participant Service Department

Phone: 610-989-3900
Email: participantservices@kathmere.com

Kathmere Capital Management (Kathmere) is an investment adviser registered under the Investment Advisers Act of 1940. Registration as an investment
adviser does not imply any level of skill or training. The information presented in the material is general in nature and is not designed to address your
investment objectives, financial situation or particular needs. Prior to making any investment decision, you should assess, or seek advice from a professional
regarding whether any particular transaction is relevant or appropriate to your individual circumstances. Although taken from reliable sources, Kathmere
cannot guarantee the accuracy of the information received from third parties. This information was developed as a general guide to educate plan sponsors and
participants but is not intended as authoritative guidance or tax or legal advice. Each plan has unique requirements, and you should consult your attorney or
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tax advisor for guidance on your specific situation. In no way does the advisor assure that, by using the information provided, plan sponsors will be in
compliance with ERISA regulations. Tax, Department of Labor, and ERISA rules are subject to change at any time.

This information is current as of the date of this presentation and is subject to change at any time. Kathmere assumes no obligation to update this information,
or to advise on further developments relating to it.

Target date funds can simplify asset allocation for some investors, but they still involve investment risk, may lose value, and may not fit every investor’s needs.

www.kathmere.com | Page 3



