
T his time of year is always a busy one
for us—with the NICSA Annual

Conference right around the corner.
Scheduled for February 13-16, at the
Doral Golf Resort in Miami, Florida, the
29th Annual NICSA Conference prom-
ises to be an important industry event.
The theme, Sizing up the Future, cap-
tures the spirit of our industry—as firms

measure current conditions, calibrate their position and calculate
the algorithm for future success. 

The conference will focus on the trends in fund industry,
including changes in regulation, and how they
affect operations and technology. Regulation and
compliance will be a key element of the conversa-
tion this year. We’ll discuss how the impending
Dodd-Frank financial reform legislation and 12b-2 might impact
the future, as well as look at issues around the implementation of
already enacted legislation such as cost basis reporting, AML
travel rules and FATCA.

Keynote speakers will include: FF.. WWiilllliiaamm MMccNNaabbbb IIIIII, chair-
man and CEO of VVaanngguuaarrdd; GGeeoorrggee CC..WW.. GGaattcchh, chief executive
officer, JJPP MMoorrggaann AAsssseett MMaannaaggeemmeenntt AAmmeerriiccaass; SShhlloommoo
BBeennaarrttzzii, professor and co-chair of the BBeehhaavviioorraall DDeecciissiioonn--
MMaakkiinngg GGrroouupp,, UUCCLLAA AAnnddeerrssoonn SScchhooooll ooff MMaannaaggeemmeenntt, and

chief behavioral economist, AAlllliiaannzz GGlloobbaall IInnvveessttoorrss; and author,
Internet entrepreneur and technology expert SSccootttt KKlloossoosskkyy.
CCNNBBCC’s TTyylleerr MMaatthhiisseenn returns to host our signature panel, Face
the Membership, and SSoouurrcceeMMeeddiiaa editorial director TToomm
SStteeiinneerrtt--TThhrreellkkeelldd will again moderate our CIO panel.

The 29th Annual Conference would not have been possible
without the hard work of our dedicated volunteers. We want to
thank Annual Conference Committee chairs LLeeee KKoowwaarrsskkii of
kkaassiinnaa and MMiicchhaaeell MMccNNeeiillll of PPuuttnnaamm IInnvveessttmmeennttss who
worked with exhibits co-chair LLyynneettttee TTuurrnneerr of BBNNYY MMeelllloonn
AAsssseett SSeerrvviicciinngg and the Technology Committee, chaired by
BBaarrbbaarraa BBuucchhnneerr of BBNNYY MMeelllloonn AAsssseett SSeerrvviicciinngg,, LLiissaa--MMaarriiee

FFiittcchh of SSttaattee SSttrreeeett CCoorrppoorraattiioonn and SSaamm PPeerroonnee
of BBaannkk ooff AAmmeerriiccaa // MMeerrrriillll LLyynncchh, to plan this
year’s event.

New for 2011 is a full day of pre-conference
networking with a Sunday morning golf tournament on two of
Doral’s championship courses, followed by the barbeque lunch
at the 19th hole. We end the day with the opening reception in
our exhibit hall.

The conference does not fall on President’s Day weekend this
year, making travel planning easier and cost effective. We are
very excited about the 2011 program and hope you will join us
and be part of the important conversations in Miami.
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Retirement income security has been a key focus at recent
NNIICCSSAA conferences. Panels discussed trends in the design

of 401(k) and other defined contribution plans at all three
regional meetings this fall: at the East Coast meeting in Boston,
the Midwest meeting in Chicago and the West Coast meeting in
San Francisco.

The conversation will be continued at NICSA 29th Annual
Conference & Expo on February 13-16, with a keynote address
on the post-retirement crisis by leading behavioral finance econ-
omist, SShhlloommoo BBeennaarrttzzii of UUCCLLAA, and a panel on how the indus-
try can help clients retire in style.

It’s an extremely important discussion, because the United
States is facing the prospect of a large retirement savings short-
fall. Without a change in course, many retirees will discover that
they don’t have enough money to support the lifestyle that they
had hoped for—throughout a retirement that is likely to last

longer than expected, given the continuing increase in average
life expectancy.

The shortfall is the result of decisions affecting both asset
allocation and savings rates. On the asset allocation front, many
retirement plan participants have had difficulty matching their
risk-reward profile of their investments with their time horizons.
For example, some take too little risk early in their working
lives, placing a large portion of their retirement assets in low-risk
money market funds—just at the time when they have the
lengthy time horizon that would enable them to ride out the ups
and downs of the stocks—and benefit from their higher long-
term returns. Conversely, other plan participants may invest the
bulk of their portfolio in stocks, leaving them a high degree of
exposure to swings in the market—a good thing when the mar-
ket is rising, but potentially catastrophic when the market
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declines, especially for participants near
retirement age. Many near-retirees who
had stock-heavy portfolios during the
credit crisis found that they had to con-
tinue working well beyond their expected
retirement date.

At the same time, many plan participants
simply don’t save enough to allow them to
meet their retirement goals. Some workers
don’t enroll in their company’s 401(k) plan
at all and lose the benefits of tax-deferred
saving and of their employer’s matching
contributions, equal to 2% of salary in the
average 401(k) plan. (All statistics from the
PPrrooffiitt SShhaarriinngg//440011kk CCoouunncciill ooff AAmmeerriiccaa’s
53rd Annual Survey of Profit Sharing and
401(k) Plans.) Other participants contribute
only a small percent of their salary to the
account—maybe just enough to earn the
matching contribution. For those who are
late getting started with their retirement sav-
ings, contributions at that minimum level
won’t be sufficient to fund a retirement that

now lasts an average of 18 years.
Fortunately, the work of behavioral

finance economists shows that there’s a
simple way to address these problems—by
making greater use of default options in
plan design. (See the box on page 2 for an
introduction to this relatively new field of
study.) When a default option is in a place,
workers are automatically signed up for
certain plan features—and only have to
take action if they decide that particular
feature does not make sense for them and
want to opt out. The use of three different
types of default options has skyrocketed
since the PPeennssiioonn PPrrootteeccttiioonn AAcctt ooff 22000066
specifically sanctioned them:

• Default investment. In 2009, 57% of all
defined contribution plans used a target
date fund as a default investment option.
That means that salary deductions are
automatically directed into an appropriate
target date fund unless a participant
instructs otherwise. Since the asset alloca-
tion of target date funds is designed to be
age appropriate, this default option helps

ensure that the risk level in participants’
portfolios matches their time horizon.

• Automatic enrollment. At 38% of firms
new employees are now automatically
enrolled in the retirement plan when they
become eligible—most often with a 3%
contribution rate.

• Automatic increase in contribution rate.
Over half of plans now automatically
increase a participant’s contribution rate
over time, sometimes by directing salary
increases into the retirement plan rather
than into a paycheck—an approach that
has been dubbed a SMarT plan (for “Save
More Tomorrow”) by RRiicchhaarrdd HH.. TThhaalleerr
and SShhlloommoo BBeennaarrttzzii, two of its early pro-
ponents. At a plan that they studied, imple-
menting an automatic escalator increased
the average savings rate from 3.5% to
13.6% in less than four years.

Is an automatic escalator in your plan’s
future? Come hear Shlomo Benartzi at the
NICSA Annual Conference in Miami to
learn more about both the theory and prac-
tice of default options.
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Efficiency Studies

Is the stock market rational or irrational? Or maybe both?
Advocates of the Efficient Market Hypothesis argue that the mar-
ket is a smoothly functioning machine, while behavioral finance
economists contend that it’s only as efficient as the imperfect
human beings that invest in it.

For an overview of these competing views of the market,
we’ve included two excerpts from The Fund Industry: How Your
Money is Managed, by RRoobbeerrtt PPoozzeenn, chairman emeritus of MMFFSS,
and TThheerreessaa HHaammaacchheerr, president of NICSA. The book, an
update of the definitive text on the fund business, will be pub-
lished by WWiilleeyy in January 2011.

Acting Efficiently

Planning to spend Saturday night looking for a good stock
pick? One group of economists—the advocates of the Efficient
Market Hypothesis—suggests that you may as well go to the
movies instead, since the search for undervalued stocks is just so
much wasted effort. They argue that so many people are spend-
ing so much time researching possible investments that the mar-
ket for any widely traded security is incredibly efficient. By that
they mean that the price of a security already reflects everything
that’s publicly known about its earnings prospects.

They explain that their research shows that stock prices move
in a random walk, in which tomorrow’s change in price—up or
down—has no predictable connection to today’s price. For

example, if Windy Corner stock is selling for $40 per share today,
tomorrow it’s just as likely to sell for $41 as it is to sell for $39.
That’s because today’s price of $40 incorporates all the public
information about Windy Corner as a company and as a stock.
As a result, any change in Windy Corner’s stock price can only
result from the release of new information, and investors can’t tell
in advance whether this new information will be positive or neg-
ative. In other words, to the disappointment of those trying to
find a better deal in the market, the efficient market advocates
suggest that there’s no such thing as an undervalued security.

Financial Myth Busters

Researchers studying behavioral finance are the myth busters
of the economics world. Their work is based on the premise that
people don’t always act rationally. While that may seem obvious,
the assumption is a radical departure from previous work in the
field. Classical economic theories—including the Efficient
Market Hypothesis—are based on the idea that individuals
always advance their financial best interest.

Behavioral finance research rejects that notion and demon-
strates how people act in predictably self-defeating ways. Their
studies have shown, for example, that investors are more reluctant
to sell losing investments than winning ones, even if selling losing
investments would help them reduce their income tax bill. They
offer explanations for why stocks tend to go up on sunny days,
down after the home team has lost in soccer’s World Cup tourna-
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January 13
East Coast Regional Meeting
Hyatt Regency Boston
Boston

February 13-16
29th Annual Conference 
& Expo
Doral Golf Resort & Spa,
A Marriott Resort
Miami

April 21
West Coast Regional Meeting
Offices of American Funds
Los Angeles

April 2011 
East Coast Regional Meeting
New York

May 2011
Investment Operations
Seminar
Boston

October 2011
General Membership Meeting
Boston

Webinars
December 8
Rule 206(4)-5: Pay to Play
Rules

January 26
AML Regulatory Changes
Impacting Mutual Funds:
Insights Regarding the Travel
Rule
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Visit www.nicsa.org 
for details and registration

ment and, more importantly, why out-of-
favor stocks with low price-to-earnings
ratios consistently do better than average.
In an efficient market, stock prices would
be affected only by new information and
would not follow predictable patterns
like these.

So, there is hope for active man-
agers. By identifying these patterns of
irrationality, they have a chance of

finding undervalued investments.

Excerpted with permission of the pub-
lisher JJoohhnn WWiilleeyy && SSoonnss,, IInncc.. from The
Fund Industry. Copyright © 2011 by
Robert Pozen and Theresa Hamacher. This
book is available at all bookstores, online
booksellers and from the Wiley web site at
www.wiley.com, or call 1-800-225-5945. 

NICSA members please inquire about
pre-publication discounts available to your
firm. Call NICSA at 508-485-1500.

The Fund Industry: 
How Your Money is Managed

I am so pleased to announce the publi-
cation of The Fund Industry: How Your
Money is Managed (WWiilleeyy FFiinnaanncciiaall PPrreessss,
2011), which I had the privilege of author-
ing with RRoobbeerrtt PPoozzeenn, chairman emeritus
of MMFFSS. I truly believe that everyone work-
ing with mutual funds needs to read this
book! It is the most in-depth and up-to-
date guide to navigating the mutual fund
industry around, written in an accessible
style with many examples and charts.

The Fund Industry: How Your Money is
Managed details how mutual funds are
marketed, regulated, and invested in
stocks and bonds. The book also
describes the critical factors needed to
choose a specific fund for your invest-
ment or retirement plan, including what
to look for when reading prospectuses,
shareholder reports and third-party
reviews. In addition, the book: 

• Discusses the spread of mutual
funds to Asia, Europe, and Latin America 

• Compares mutual funds to other
investment vehicles such as hedge funds
and ETFs 

• Shows how to sort mutual funds by
categories and subcategories based on
security type and investment objective. 

The Fund Industry: How Your Money is
Managed will be available in February
2011 and can be pre-ordered now at
many online bookstores, including
AAmmaazzoonn,, BBaarrnneess aanndd NNoobbllee and BBoorrddeerrss
as well as through Wiley and NICSA. This

book is the perfect training tool—for an
employee, a department or an entire
organization. For a limited time, NICSA is
offering deeply discounted member rates
for individual and bulk orders. Watch
your e-mail for information about how to
get the book at the best price available.

2011 TA Compliance Guide

Another great resource for the indus-
try, the NICSA Transfer Agent Compliance
Guide has been newly revised for 2011
and will be available in March.  To make
the guide even easier to use, we’ve added
a new section outlining all the changes
made, along with an index.

You’ll find updates on AML for the travel
rule, Blue Sky rules, privacy regulations,
Sarbanes-Oxley, SAS-70, lost/stolen/recov-
ered certificate reporting, transaction pro-
cessing requirements, signature validation
program requirements, suspension of
redemptions rules and transfer rules. In
addition, we’ve included a high-level
overview of cost basis regulations. You’ll also
find sections detailing everything you need
to know about: 529 plans, privacy, lost
shareholders, ACH, signature guarantees,
IRAs, tax, administrative matters, and trans-
fer agent transaction processing.

This comprehensive reference guide
will be available in print, in electronic form
and through site licensing agreement.  

At this busy time of year, we hope
you’ll share our enthusiasm and excite-
ment for what 2011 has in store.  Thank
you for supporting NICSA and best
wishes to you and yours for a truly won-
derful holiday season.
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Missed a webinar?
NICSA members can view
past webinars anytime. Just
log in to www.nicsa.org and
click on the archives.


