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Overview

DCIO is now a major component of rm-wide sales
efforts. However, the competition from new, and
recommitted, entrants and proprietary Target-Date
products is steeper than ever before. In order to
keep up, managers are rapidly expanding sales and
marketing budgets, while also increasing fees paid to
DC recordkeepers. Based on in-depth surveys of 23
DCIO managers, 13 DC gatekeepers, and more than
100 retirement advisors, Sway's fourth in-depth
examination of DCIO distribution is an essential
resource for asset management executives.

This Research Will Help You

t Measure and adjust fees paid to DC recordkeepers
t Measure and boost sales force productivity

t Expand DCIO sales and support staff

t Increase DCIO sales and marketing budgets

t Focus marketing spend on key areas and programs
t Enhance relationships with DC providers

Key Findings
t Flows from Target-Date products now account for one- fth of DCIO net sales

t At the typical recordkeeper, more than half of assets are controlled by about
10 managers

t Payments to recordkeeping platforms have risen dramatically in just the past two years
t Tier 1 (large) managers are dramatically out-selling and out-spending smaller competitors

10 asset share is declining at some major DC platforms due to the use of proprietary
Target-Dates

Key Benchmarks/Analysis

t Average recordkeeper payments for
mutual funds

t DCIO organizational structures and models

t DC gatekeeper views on key manager
attributes and “models of excellence”

t Retirement advisors’ views on best-
in-class support and managers

t Sales force productivity per head

t Sales force headcounts and
compensation

t Annual sales and marketing budgets
t Allocation of DCIO marketing budgets
t DCIO share of rm-wide sales
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Methodology

The core of the findings in this report are the result of surveys and interviews of DCIO sales leaders, DC plat-
form gatekeepers (i.e., investment decision-makers at DC providers), and retirement-focused advisors. In addi-
tion, findings from previous Sway Research studies, and publicly available data, such as that from industry trade
groups, are also included in the analysis. Below are details on the three groups that form the core of this re-
search:

DCIO Managers - Leaders of DCIO sales efforts at 23 asset management firms completed an in-depth survey
and interviews on the following topics:

e Profitability and asset retention

e Sales force benchmarks, such as headcounts, compensation, and budgeting
e Resource allocations and sales force time management

e Organizational and sales force tactics and production levels

e Payments to DC recordkeepers for mutual fund and CIT business

The respondent firms manage about $250 billion of DCIO assets. In order to enhance the analysis, Sway seg-
mented the DCIO managers into the following tiers based on DCIO assets under management:

DCIO Manager Survey Participants

Avg. DCIO No. of
Segment DCIO AUM Range AUM (Bils) Firms
Tier 1 Greater than $10B $21.8 8
Tier 2 S4B to $10B $6.1 8
Tier 3 Less than $4B S1.6 7
Overall $10.3 23

DC Platform Gatekeepers - Sway administered a survey to gatekeepers from 10 DC recordkeeping platforms,
two large broker/dealers (one with a firm-wide DC focus, and one with a specialized DC unit), and a fast-growing
open-architecture TPA firm, many of whom were also interviewed. The gatekeepers represent platforms that,
combined, have more than $1 trillion in assets under administration. The mix of DC platforms surveyed includes
five insurers, two large asset managers, two open-architecture TPAs, two banks, and two broker/dealers. The
2010 gatekeeper survey and interviews primarily covered the following topics:

e Concentration of DCIO assets with preferred managers and outlook for DCIO asset growth
e Asset and sales trends across investment vehicles and categories

e Support needs

e DCIO best practices and best-in-class DCIO managers

Retirement-focused Advisors - Sway administered a survey to more than 100 retirement-focused advisors,
who manage an average of 36 DC plans. The survey covered advisor business model (i.e., team vs. individual),
pain points and support needs, predilection to receive value-add support from provider wholesalers versus DCIO
managers directly, preferred value-add programs/services, and best-in-class DCIO managers and DC providers.

All of the manager, gatekeeper, and advisor surveys and interviews were fielded between July 15 and Sep-
tember 30, 2010.
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