
The average person is likely unfamiliar with the term “TDF” however it is the most utilized and fastest-growing 

investment option in an employer-sponsored retirement plan. As a plan participant, it is essential to know what 

you are investing in. Follow along below to educate yourself about your retirement investments. 

What is a target date fund (TDF)? 

A TDF is a diversified investment portfolio that is managed based on the investor’s age and target year of 

retirement. They are designed to simplify retirement by providing a diversified portfolio that automatically adjusts 

the risk level based on your specific retirement date. 

What is diversification? 

Diversification is vital because it spreads your money across various asset classes such as stocks, bonds, and 

cash, with the goal of reducing your overall investment risk. For instance, an under-performing asset class can 

be balanced by an asset class that is performing well. Diversification can lessen investment exposure to market 

volatility, and help lead to a more secure retirement. 

How does the risk of a target date fund change over time? 

A target date fund emphasizes high growth/risk early on in an investor’s career and transitions to stability/lower 

risk as an investor approaches retirement. These investments follow the glidepath, a roadmap of investing 

aggressively early in an investor’s career and becoming more conservative as the investor approaches 

retirement. Over time the allocation of stocks shifts to bonds making the fund more conservative. 

What is a glidepath? 

A glidepath is a strategy that gradually shifts the asset allocation in a retirement portfolio to become more 

conservative (less risky) as the investor’s retirement date approaches. Glidepaths are set using a formula based 

on an investor’s projected retirement date. The number of years to the retirement date determines the asset 

allocation mix. 



What does the Department of Labor emphasize in its TDF Tips bulletin? 

While performance and fees are important factors for every investment and are commented on by the DOL, the 

highly diverse glidepath (risk) of target date funds is emphasized by the DOL.  They encourage plans to align 
the glidepath (TDF) with participant characteristics, which can include plan design and risk tolerance. 1

Concepts like these are important to know to make the most of your retirement account and ultimately, your 

financial future.  

1 https://www.dol.gov/sites/dolgov/files/ebsa/about-ebsa/our-activities/resource-center/fact-sheets/target-date-retirement-funds.pdf

For more information contact MCF at retire@mcfadvisors.com or 859.967.0990. 

IMPORTANT DISCLOSURE INFORMATION 

MCF Advisors, LLC (“MCF”) is a SEC registered investment adviser. Registration as an investment adviser does not imply a certain level 
of skill or training. The oral and written communications of an adviser provide you with information about which you determine to hire or 
retain an adviser. More information about the adviser can also be found by visiting: https://adviserinfo.sec.gov/firm/summary/130372. 
The above commentary is for informational purposes only. Information prepared from third-party sources is believed to be reliable though 
its accuracy is not guaranteed. This is not intended as an offer or solicitation with respect to the purchase or sale of any security. MCF 
may only transact business in those states in which it is registered, or qualifies for an exemption or exclusion from registration 
requirements. Please remember that past performance is not indicative of future results. Different types of investments involve varying 
degrees of risk, and there can be no assurance that the future performance of any specific investment, investment strategy, or product 
(including the investments and/or investment strategies recommended or undertaken by MCF), or any non-investment related content, 
made reference to directly or indirectly in this blog/newsletter will be profitable, equal any corresponding indicated historical 
performance level(s), be suitable for your portfolio or individual situation, or prove successful. Due to various factors, including changing 
market conditions and/or applicable laws, the content may no longer be reflective of current opinions or positions. Moreover, you should 
not assume that any discussion or information contained in this blog/newsletter serves as the receipt of, or as a substitute for, 
personalized investment advice from MCF. To the extent that a reader has any questions regarding the applicability of any specific issue 
discussed above to his/her individual situation, he/she is encouraged to consult with the professional advisor of his/her choosing. MCF 
is neither a law firm nor a certified public accounting firm and no portion of this content should be construed as legal or accounting 
advice. A copy of MCF’s current written disclosure statement and customer relationship summary (“Form CRS”) discussing our advisory 
services and fees continues to remain available upon request. The scope of the services to be provided depends upon the needs of the 
client and the terms of the engagement. If you are a MCF client, please remember to contact MCF, in writing, if there are any changes in 
your personal/financial situation or investment objectives for the purpose of reviewing/evaluating/revising our previous 
recommendations and/or services.  
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