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WA529 Committee Meeting Minutes 
May 6, 2020 


GoTo Webinar  
Virtual Meeting 


 
Staff in Attendance: 
Luke Minor, WA529 Director 
Christina Crawford, WA529 Administrative Assistant  
Daniel Payne, WA529 Communications Specialist  
Betsy Hagen, Associate Director of GET Operations  
Rodger O’Connor, Associate Director for WA529 Marketing & Communications  
Don Bennett, Deputy Director, Washington Student Achievement Council 
Matthew Freeby, GET Finance Manager 
  
Presenters in Attendance: 
Sally Riefenstahl (BNY Mellon) 
Matt Smith (Office of the State Actuary) 
Nick Procyk (Lockwood Investments) 
 
Guests in Attendance: 
Graham Dyer and Sarah Baker (Office of the State Actuary) 
Chris Phillips and Aileen Liu (Washington State Investment Board) 
Rick Brady (Office of the Attorney General) 
Matthew Forester (Lockwood Investments) 
Kate Henry, Michele Alishahi, and Kellee Gunn (Washington State Legislature) 
Breann Boggs, (Office of Financial Management) 
Mike Bay, Nate Shaw, and Scott Chisa (TVW) 
Justin Slaughter (FIN News) 
 
WELCOME  
Mike Meotti, Chair of the WA529 Committee, called the meeting to order at 2:05 p.m. The other 
WA529 Committee members in attendance were Brenda Snyder, proxy for Treasurer Duane 
Davidson, Director of the Office of Financial Management (OFM), David Schumacher, citizen 
member, Linden Rhoads and new citizen member, Touk Sinantha.  
 
MEMBER INTRODUCTIONS:  
Meotti welcomed new Committee member, Touk Sinantha. Sinantha gave an overview of her 
career background. Sinantha is a Washington native from the town of Raymond. She completed 
her BA at Western Washington University and her MBA at University of Chicago. 
Approximately four years ago she founded an investment firm, Altravue Capital, and has been in 
the investment field for two decades. 
 
APPROVAL OF THE January 07, 2020 MINUTES                                                                      
Motion to approve the minutes by Rhoads. Seconded by Sinantha. Five ayes by Meotti, Snyder, 
Rhoads, Sinantha and Schumacher. Motion carries and minutes approved as presented.   
 







PROGRAM UPDATES 
Luke Minor and Sally Riefenstahl provided GET and DreamAhead program updates.  
 
In response to the COVID-19 crisis, the WA529 and Sumday teams have been working remotely 
since mid-March. Phone hours have been reduced for both programs, but full support remains for 
emails and support tickets. Customer feedback has been generally positive during this transition.  
 
Since stay at home orders have gone into effect, GET program enrollments, contributions, and 
customer inquiries have generally been down. Minor noted that GET enrollments are tracking 10 
percent behind last year, but projects unit sales will hit the statutory goal of 500,000.  
 
Riefenstahl noted that in the face of the pandemic and market strains, people are still enrolling in 
DreamAhead. We have not seen a large retreat to more conservative investment options, though 
there has been some movement.  
 
Staff continues to monitor market activity and any possible state and federal budget and policy 
changes that would impact the programs.   
 
Rhoads asked how the DreamAhead customer behavior compares to other plans that Sumday 
manages in other states. Riefenstahl and Minor verified that customer behaviors in response to 
the pandemic have been consistent across the 529 industry.  
 
Sinantha noted the recent shift of assets into DreamAhead cash preservation portfolio and asked 
if that occurred before or after March 23 market bottom out. Riefenstahl replied that the shift 
primarily occurred after the decline, but it has been a small percentage of customers.  
 
Minor provided an update on the development of a WA529 data dashboard to help inform 
Committee members and stakeholders how the program is tracking compared to its goals. The 
framework is currently being built and is planned to be implemented by the end of 2020. 
 
Minor noted that a new portal for GET master scholarships is being created which will enable 
entities to manage scholarship accounts more efficiently.   
 
WA529 MARKETING/BUSINESS DEVELOPEMENT UPDATE 
Rodger O’Connor gave an overview of current WA529 marketing efforts. In response to 
COVID-19, funds have been redirected to more digital, social and TV News programming and 
away from a planned spring billboard campaign. A hospital initiative pilot campaign has been 
launched placing eleven displays in five separate hospitals. After GET enrollment closes at the 
end of May, efforts will shift to heavier DreamAhead advertising. Community outreach efforts 
have adapted to the COVID-19 impacts with a major shift to virtual learning sessions.   
 
GET ACTUARIAL UPDATE 
State Actuary, Matt Smith gave an update and overview on the Office of the State Actuary’s (OSA) 
work for GET. Smith noted that the financial impacts of COVID-19 have been significant and are 
still evolving with volatile investment markets. The OSA is monitoring recession indicators and 
state budget and tuition responses and provided examples of how different market impacts could 







affect GET’s funded status. Smith noted that GET has weathered the past two recessions and is 
entering this recession with a higher reserve than prior recessions. Tools to help the program 
manage risk include unit pricing assumptions, asset allocation, and the new asset smoothing method 
employed by OSA. Upcoming actuarial work includes the CAFR Roll-Forward in August, Price-
Setting Analysis in September and a 2020 Actuarial Valuation Report in November.  
 
Sinantha asked if there is a cash component in the GET asset allocation. Smith deferred to Chris 
Phillips with the Washington State Investment Board (WSIB). 
 
GET INVESTMENT UPDATE 
Phillips started with responding to Sinantha’s question, noting that there is always a zero percent 
target for cash but there is always some residual cash. 
 
Phillips gave an update on GET market values, asset allocation and targets and ranges. Total 
assets in the GET fund at March 31, 2020 were at $1.29 Billion with roughly 59% in fixed 
income, almost 40% in equity and 1% in cash. The asset allocation change, to 40/60 global 
equities/fixed income was completed in January 2020. In March 2020, in response to COVID, 
WSIB completed another rebalancing due to market dislocation. 
 
Sinantha asked in general what the thoughts were surrounding cash, as the goal is zero, but the 
cash allocation was currently at 1%. Phillips noted that the permissible policy range is 0-5% and 
that there is always some residual cash to enable transactions but historically has been low by 
design. Sinantha asked who approves the ranges. Phillips responded that proposed changes are 
first brought to the Committee for consideration and then approved by the WSIB board. Changes 
are evaluated by the risk management team at WSIB to keep allocations in agreed upon levels.   
 
Sinantha asked what the U.S. growth and historical blended returns refers to for the equity return 
benchmark. Phillips replied that the benchmark is designed to be a closer match to what the 
investments are. It is a blend of index components. Phillips suggested that he refer Sinantha to 
Aileen Liu for further information regarding this topic.  
 
DREAMAHEAD INVESTMENT UPDATE AND PORFOLIO REVIEW 
Nick Procyk provided an update on DreamAhead portfolio performance. All DreamAhead 
portfolios met their respective benchmarks in the first quarter of 2020. No remedial action is 
necessary and there are not any funds on the watch list as all funds have performed as expected.   
 
Minor shared that Sinantha had a question prior to the meeting regarding Cash Preservation 
Portfolio fees. Sinantha stated she was concerned that the cash preservation portfolio had the 
highest fees among DreamAhead portfolios. Sinantha asked if options could be revisited and if 
any comparisons have been done long term between FDIC insured savings accounts versus a 
money market option. Procyk stated that Lockwood reviews all asset classes in the various 
portfolios. When DreamAhead launched two years ago, the J.P. Morgan Money Market fund was 
the least expensive money market option available. An FDIC option was discussed but it was 
decided to go with a money market option as funds in an FDIC-insured fund cannot be co-
mingled with other funds in a portfolio. Lockwood is currently reviewing another money market 
fund with a lower expense ratio that DreamAhead may now have access to with more assets.   







Every two years a new set of Year of Enrollment Portfolios is introduced, aligned with the year 
that is 18 years beyond the current year. Procyk introduced the Conservative, Moderate, and 
Growth 2038 Year of Enrollment Portfolios. The portfolios’ allocations align with the beginning 
of their respective glide paths and there are no proposed glide slope changes.  
 
Rhoads moved to approve the new DreamAhead Year of Enrollment 2038 Portfolios as 
presented. Sinantha seconded this motion. Five ayes from Meotti, Sinantha, Rhoads, Schumacher 
and Snyder. Motion approved as presented.   
 
Procyk introduced proposed new ‘Terminal’ Year of Enrollment and outlined two options of how 
to introduce the portfolios. The primary purpose for terminal portfolios is to ensure portfolios 
have an ‘expiration’ process by rolling all participants in ‘matured’ portfolios into a terminal state 
and to maintain the current final asset allocation for each of the three risk options. 
 
Both options start with introducing, on June 30, 2020, three new terminal portfolios aligned with 
the current ending asset allocation on the Conservative, Moderate, and Growth glide paths. 
Exchanges in and out would remain permissible and would be open to new investors.   
 
The difference between the two options is when mature portfolios roll into the terminal 
portfolios. In option 1, 2018 and 2020 portfolios roll into the terminal option on June 30, 2020; 
in every even number year after, that year’s portfolios would roll into the terminal option (e.g. 
2022 portfolios roll in on June 30, 2022). In option 2, 2018 portfolios roll in on June 30, 2020, 
2020 portfolios roll in on June 30, 2022, etc. This option creates a two-year lag between when 
the portfolio reaches its ending allocation and when it rolls into the terminal option.  
 
Sinantha stated that it appeared that the 2018 and 2020 conservative asset allocations were 
identical. Procyk stated that is correct.  
 
Meotti stated for clarification that option 2 is beneficial because it affects a smaller amount of 
accounts this year as opposed to option 1 being beneficial as it seems to be a more stable 
approach. Procyk agreed and stated that they would lean towards option 1. 
 
Sinantha asked if choosing option 1 would prohibit the Committee from making different asset 
allocations in the future. Procyk stated that it would not.  
 
Rhoads asked how the transition to terminal portfolios is handled with other 529 plans across the 
states. Procyk responded that not all 529 plans are the same and are handled a variety of ways.   
 
Snyder asked if there will be a required time frame in which we notify our customers that the 
change is being made and if so, do we fall within the time frame if we make the change this June 
30. Minor replied that while we are not obligated to do so in accordance with the Program 
Details Booklet, we would let customers know as soon as possible.   
 
Rhoads motioned to approve option 1, as outlined by Procyk’s presentation and to notify affected 
customers as soon as possible and make the appropriate changes to the Program Details Booklet 







by no later than July 1, 2020. Motion seconded by Snyder. Five ayes from Meotti, Rhoads, 
Sinantha, Schumacher and Snyder. Motion carries as presented.  
 
Meotti asked that the topic surrounding Sinantha’s questions regarding cash preservation be 
discussed at the next meeting.   
 
PUBLIC COMMENT 
No public comment. 
 
ADJOURNMENT 
Snyder motioned to adjourn meeting at 2:08 p.m. Seconded by Rhoads. Five ayes from Meotti, 
Snyder, Rhoads, Sinantha and Schumacher. Meeting adjourned. 
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LS
68%


MON
32%


2019 Accounts


Total number of 2019 accounts: 3,381
Custom Monthly: 1,076
Lump Sum: 2,305


*Data‐as‐of 8.11.20. Includes newborn enrollment.


New Accounts by Type


• Contracted units for 2019: 159,000


• Lump Sum Units purchased in 2019 for new accounts: 138,787.6983


• Lump Sum Units purchased in 2019 for existing accounts: 205,114.0162


*Data‐as‐of 8.17.20. Does not include newborn enrollment. Custom monthly units are applied to the year in which they were contracted in, contracted units for 2019 are custom monthly units contracted in the 2019 
enrollment year.
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*Data‐as‐of 8.11.20. 
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2019


2018


*Data‐as‐of 8.11.20. Includes newborn enrollment. Age range is determined by the age of the account owner at the time the application was accepted. Excludes account owners that did not provide birth date information.


Account Owners by Age


0% 10% 20% 30% 40% 50%


24 Years or Under


25‐34 Years


35‐44 Years


45‐54 Years


55‐64 Years


65 Years or Older


Title


Account Owners by Age Range with All Years


2018


2019


Avg for All Years


Account Owner by Age


7


8







9/1/2020


5


0% 10% 20% 30% 40% 50% 60% 70% 80% 90%


Child


Grandchild


Guardian


Self


Other Relative


Not Legally Related


Percentage of Account Owners


Student Relationship to Account Owner


2019
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*Data‐as‐of 8.13.20. Includes newborn enrollment and both active and inactive accounts. Excludes Declined to Answer responses.


Student Relationship to Account 
Owner


Current Age of Student Average Unit Balance
Total number of 


Accounts


Percentage of Accounts 
Where Student is Also the 


Account Owner


0‐4 66 4,971  1%


5‐9 106 10,567  1%


10‐14 164 19,481  1%


15‐19 190 17,741  2%


20‐24 116 8,911  4%


25‐29 83 3,654  8%


30‐34 92 478  25%


35‐39 91 207  58%


40‐44 134 265  76%


45‐49 147 170  72%


50‐54 130 124  69%


55‐59 122 66  68%


60‐64 135 62  71%


65‐69 188 59  76%


70‐74 102 33  82%


75‐79 50 44  23%


80‐84 182 2  100%


*Active accounts as of 8.11.20. The age range is based on the student beneficiary’s age at the time the report was ran.
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Age Range
AVG 529 Account Balance (ISS 


Market Intel Report)
AVG GET Unit 


Balance
AVG GET Unit Balance + Contracted 


(CM) Units Not Purchased
Number of GET 


Accounts
% of GET Accounts where 


Student is also AO


0‐2 years of age $19,042 54.1690 97.9988 2,585  1%


3‐4 years of age $6,003 78.1127 116.9434 2,386  1%


5‐10 years of age $16,193 115.5672 146.9062 13,906  1%


11‐13 years of age $31,170 163.5897 207.0556 11,991  1%


14‐17 years of age $36,881 190.3914 238.0496 15,731  2%


18‐21 years of age $48,184 159.1108 210.4233 10,629  3%


Over 21 years of age $22,994 96.7047 140.6971 9,607  14%


*ISS data is as of 6.22.20. GET data is active accounts as of 8.11.20. The age range is based on the student beneficiary’s age at the time the report was ran. 


Account Balance by Beneficiary Age


*Data‐as‐of 8.13.20. Date range: July 1 – June 30
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*Data‐as‐of 8.13.20. Date range: July 1 – June 30
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*Data‐as‐of 8.13.20. Date range: July 1 – June 30
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*Data‐as‐of 8.13.20. Date range: July 1 – June 30
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County 2019 # of Accounts
2019 Avg Units 


Purchased
2018 # of Accounts


2018 Avg Units 
Purchased


Snohomish 491 88 503 84


Pierce 327 89 449 83


Spokane 179 76 199 63


Clark 125 56 136 95


Yakima 39 79 39 111


County
2019 # of Accounts 
thru 3/31/20


2019 # of Accounts 
thru 6/30/20 


2019 Avg Units 
Purchased thru 


3/31/20


2019 Avg Units 
Purchased thru 


6/30/20


Snohomish 295 491 84 88


Pierce 186 327 77 89


Spokane 122 179 72 76


Clark 92 125 38 56


Yakima 30 39 44 79


*Data‐as‐of 8.11.20. 
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*Data‐as‐of 8.11.20. 


Accounts by County Mapped


Contact Center Statistics Q1 2020 Q2 2020


Incoming Calls: 2464 2008


Calls Answered: 2398 1961


Average Speed of Answer: :46 1:54


Average Talk Time: 4:56 6:51


Outgoing Calls: 912 1203


Secure Messages Sent: 1138 1358


Emails Received in GETInfo: 376 558


Outgoing Emails: 251 124


*Data‐as‐of 8.11.20. 
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            GET Prepaid College Tuition Program Quarter Ended June 30, 2020


Total $1,457,582,351


Cash $20,316,738


Fixed Income $874,410,509


Equity $562,855,105


Note: Allocation changed in January 2020. It was previously 40% Fixed Income and 60% Equity and changed to 60% Fixed Income and 40% Equity


Assets Under Management
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            GET Prepaid College Tuition Program Quarter Ended June 30, 2020


Equity Return *


Fixed Income Return *


Total Return *


*  The return numbers above are net of manager fees and other expenses that can be directly debited from the account for portfolio 


management but do not include the WSIB management fee.


Benchmark: Bloomberg Barclays Intermediate Credit and a historical blended return


Benchmark: MSCI ACWI IMI w/U.S. Gross and a historical blended return
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Washington State Investment Board 
 


 


1 


Market Performance as of June 30, 2020 
 


 


Key Takeaways: 
 Strong Q2 performance resulted from a wave of economic stimulus from central banks and governments, 


along with tentative reopening of economic activity 
 


 The Fed responded quickly to the slowdown (target interest rate remained at 0% ‐ 0.25%), and global central 
banks indicated broad commitments to low‐cost lending globally 
 


 The pandemic is leaving its mark: 
 U.S. gross domestic product (GDP) shrank 9.5% in Q2 
 Personal spending slumped 34.6% ‐‐ largest quarterly decline on record 
 The U.S. economy contracted at an annualized pace of 5% in the first quarter 
 U.S. unemployment hit 14.7% in April, a level not seen since the Great Depression 
 


 Equities: MSCI Developed World IMI index returned 19.94% for 2Q, bringing the 1‐year return to 1.84% 
 


 Fixed Income: With interest rates unchanged and credit spreads narrower, returns were widely dispersed 
across sectors 
 The Bloomberg Barclays High Yield index returned 10.18% for the quarter and a mere 0.02% for the 1‐


year period 
 The broader Bloomberg Barclays Universal returned 3.81% for the quarter and 7.88% for the 1‐year 


period 
 


 Treasuries: Based on the Fed’s stimulus pledge, 10‐year U.S. Treasuries declined 1 basis point to 0.66% 
during the quarter 
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 Covid – 19 Update


 Fund Events 


Morningstar Review


 Product/Platform Enhancements


Agenda
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Steps taken this quarter in response to global pandemic:


 Customer Contact Center 


 Call Center hours of operation expanded to 9am ‐ 6pm ET / 6am ‐ 3pm PT


 Exchanges July 1st:  5,149 accounts/$161,582,479.34 from 2018 and 2020 Year of Enrollment Funds to Terminal 


Portfolios 


 New 2038 Year of Enrollment Fund Launched


 Preparation for JP Morgan Chase to Vanguard Fund Swap


Sumday COVID‐19 update


Fund Events


Information Classification: Public�


Morningstar Review
 Status 


Product Enhancements
Planned for Next Release September 8th


Features:


 Allow customers to withdraw 100% from their cash portfolios


 Allow withdrawal up to 95% on investment portfolios from 90% on the same day


 Implement a daily transaction withdrawal limit per fund on the same trade date:


 CSP: up to $25K on unverified schools, and $100K on verified schools


 Request multiple withdrawals on the same investment fund on the same day
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Future Releases:


 Request check distribution to Authorized Legal Representative or Account Owner


 Accessibility audit updates


 Security Enhancements


Track and store IP addresses when user logs in


Store date of last password update


Implement new cookie workflow for Sumday website


 Under the Hood: 


Technical and operational support enhancements (Angular 9 upgrade, charts library upgrade, improving 
internal product support tools for call center reps, operations and reporting)


Product Enhancements (cont.)


Information Classification: Public



Overview for the Current Quarter


• $798,829,765 in AUM 


• 25,938 Funded Accounts


• 728 New Accounts


• 4,495 Accounts Closed With Zero Dollar Balance


• Market Performance of $50,587,944


• Contributions of $7,899,633


• Distributions of $‐12,830,709
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Asset growth shows strong return of market performance 


Q2 2019 Q3 2019 Q4 2019 Q1 2020 Q2 2020


Net Contributions ($8,320,181) ($31,699,866) ($27,100,668) ($22,401,217) ($4,931,076)


Total AUM $847,220,531 $823,237,487 $817,837,100 $753,172,897 $798,829,765


Market Performance $20,275,367 $7,716,822 $21,700,281 ($45,262,724) $50,587,944


Previous AUM $835,265,345 $847,220,531 $823,237,487 $817,837,100 $753,172,897


$847,220,531  $823,237,487  $817,837,100  $753,172,897  $798,829,765 


$835,265,345 $847,220,531 $823,237,487 $817,837,100 $753,172,897 
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Distributions by Beneficiary’s Year of Birth


Distribution Amount Since Inception


Bene Year of Birth


Distributions by Age Since Plan Inception
Total Plan Distributions Since Inception: $200,329,196 as of 6/30/2020 
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Contributions & Distributions


$5,291,464 
$6,829,055  $7,947,842  $8,982,869  $7,899,633 


($13,611,646)


($38,528,921)
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($12,830,709)
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Contributions Distributions


Distributions showed a seasonal decline in Q2, with contributions up compared to Q2 2019
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Cumulative Account Growth FY2020


Jul '19 Aug '19 Sep '19 Oct '19 Nov '19 Dec '19 Jan '20 Feb '20 Mar '20 Apr '20 May '20 Jun '20


 Total Funded Accounts 25,908 26,086 26,214 25,560 25,750 26,019 25,356 25,569 25,797 25,419 25,598 25,938


 GET Rollover 2 ‐ 1 3 1 ‐ ‐ ‐ ‐ 3 4 7


New Accounts 169 178 128 197 190 269 301 213 228 209 179 340
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Investment Distribution
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Cash Flow by Investment Portfolio Q2 2020
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Fund Exchange Report Q2 2020
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Tuition Distributions Q2 2020
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Number of Accounts by County Q2 2020
The one account in Ferry County closed in Q2
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Net Change in Average AUM by County Q2 2020
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Call Center Statistics


Customer Service


Q2 2020’s most common customer inquiries to the Call Center:


• Qualified vs non‐qualified education expenses. 


• Canceling transactions 


• Statement mail requests 


Q2 2019 Q3 2019 Q4 2019 Q1 2020 Q2 2020


Calls Offered 3242 2300 1896 1728 1039


Calls Answered 2281 2285 1870 1702 1035
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APPENDIX
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Gifting Activity – Contributions by Transaction Type Q2 2020
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0‐10 11‐20 21‐30 31‐40 41‐50 51‐60 61‐70 71‐80 81‐102


Q2 2020 0.06% 0.77% 1.99% 10.10% 32.78% 37.77% 11.47% 4.06% 0.99%
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Account Owner Demographics Q2 2020
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0‐3 4‐7 8‐11 12‐15 16‐19 20‐30 31‐40 41‐50 51‐100+


Q2 2020 5.04% 5.99% 13.43% 20.42% 27.59% 25.44% 0.90% 0.61% 0.58%
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Google Analytics Q2 2020
User activity ranked by city
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Google Analytics Q2 2020
Site data on users activity by top locations


Online Users
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DISCLOSURES


BNY Mellon is the corporate brand of The Bank of New York Mellon Corporation and may be used as a generic term to reference the 
corporation as a whole and/or its various subsidiaries generally. Products and services may be provided under various brand names in 
various countries by duly authorized and regulated subsidiaries, affiliates, and joint ventures of The Bank of New York Mellon 
Corporation.


This material, which may be considered advertising, is for general information purposes only and is not intended to provide or be 
construed as legal, tax, accounting, investment, financial or other professional advice on any matter.
The information contained in this material is for use by wholesale/professional clients only and is not to be relied upon by retail clients. 
Any discussion of tax matters contained in this material is not intended to be used, and cannot be used, for the purpose of avoiding tax 
or penalties under any applicable law or regulation or promoting, marketing or recommending to another party any transaction or 
matter.


This material may not be reproduced or disseminated in any form without the express prior written permission of BNY Mellon. 
Trademarks, service marks, logos and other intellectual property marks belong to their respective owners.


© 2017 The Bank of New York Mellon Corporation. All rights reserved.
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Executive Summary 


Plan-specific highlights, with brief discussion of broader market activity to provide context. 
 


DreamAhead College Investment Plan Highlights  


 All Static and Year of Enrollment portfolios have met their respective benchmarks in Q2 2020, year-to-date, 
and trailing 12 month period.  


 No remedial action is necessary.  
 There are no funds on the Watch List. All funds have performed as expected. 


 


Broad Market Macroeconomic Highlights 


Five Trends to Consider  


1. Monetary Policy: At the Zero Bound 
The Federal Reserve (Fed) moved swiftly and decisively to provide unprecedented support to the general 
economy and equity and bond markets in the wake of the COVID-19 event. In doing so, the Fed’s 
programs have gotten so large that they dominate trading in many areas of the bond market. The 
questions for markets are how long the Fed will be able to provide such massive stimulus and what 
happens when it is lessened or eliminated. 
 


2. No Restraint of Fiscal Policy 
Fiscal support, while swift and sizeable in a historical sense, did not arrive as quickly as Fed stimulus. The 
policy, at first glance, seems about right in scope to try to help mitigate a lot of damage wrought by the 
virus, at least for what we know so far. If the virus takes a substantial turn for the worse, we will need 
sizeable additional support. We expect further stimulus measures and perhaps sizeable ones if the virus 
does not abate soon.  
 


3. Corporate Earnings Uncertainty Continues 


Markets have given a pass to devastating macro and corporate results since the market lows in March, 
looking ahead to the effects of the massive amounts of policy stimulus that we’ve detailed above. The 
challenge is that markets now need to look far into the future – late 2021 or 2022 – to justify current 
valuations. 
 


4. Politics and Geopolitics Will Continue to Shape the Markets 


We continue to see geopolitical risks as elevated as a host of geopolitical risks have either emerged or 
continue to fester around the world. They could easily challenge the bullish forecast as a global recession 
tends to aggravate conflict. On the domestic front, regardless of political viewpoint, we believe markets 
should have more concern about the potential prospect for increased corporate tax rates and regulatory 
burdens. Also, to the extent that recession or stimulus constraints restrict corporations from stock 
buybacks, this hampers a force that had been a key part of the bull run from 2009–2020. 
 
 


5. Doomsurfing Is on Investors’ Minds 
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We’ve learned another new term, doomsurfing, the act of checking news feeds constantly for gloomy 
updates on the progress of the virus and the politics and geopolitics. It’s possible that the only remedy for 
either the virus or the anxiety it creates will come from the arrival of a vaccine or potential improvements in 
treatment protocols. As testing reveals that more Americans have been exposed than we thought, perhaps 
herd immunity comes more quickly as well. With all the risks and uncertainties in the market these days, it 
serves as a reminder that solid financial advice and guidance are more important than ever.  
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Noobs and Bots 


Kids say the darndest things. Like many parents quarantined at home, we’ve become more attuned to our 
children’s conversations than we were prior to the lockdowns. We’ve also become painfully aware of the 
excessive amount of time they spend attached to their electronic devices. We’ve learned a few new 
vocabulary words from the computer gaming world. For example, you might get called a “noob” or “newbie.” 
That is, you play like someone who has never handled a game controller before. You might also get called a 
“bot” because you have a mechanical playing style, lack creativity and get your teammates in trouble.  


There are a lot of noobs and bots in the markets these days. 


Some estimate that there are now 50 to 70 million active trading accounts in the U.S. Analysts, such as Bianco 
Research’s Jim Bianco, have pointed to several potential catalysts for the increase in the number of retail accounts 
and small investors buying in the stock market. They point to November 2019, when some major trading platforms cut 
their trading commissions to match low prices offered by newcomer platforms. More trading platforms now allow 
purchases of fractional shares, allowing greater market access. Lower prices and more flexibility help pave the way to 
create more demand. Many adults, some of whom were sports-betters and stuck at home, decided to try their hand at 
self-directed trading or day-trading online. Boredom also helps pave the way to create demand. Also, direct stimulus 
programs have put cash in potential investor hands. Some of the recipients of these programs have put cash to work in 
online trading platforms. So, some new traders have fresh powder. 


There is clearly an investor mindset that believes the Federal Reserve (Fed) will bail out stock investors (i.e., the Fed 
“put”) and a notion that market downdrafts created a rare and attractive entry point (i.e., “TINA”, or “There Is No 
Alternative” to U.S. stocks, or “FOMO”, “Fear Of Missing Out”). These factors are a recipe for increased retail buying. 
Bianco thinks the new active small investor class is distorting market benchmarks and making it harder for institutional 
investors, who may pay more careful attention to valuations and balance sheets, to outperform.1  


Many large investor platforms of 401(k)s and individual accounts reported very little trading activity during the period 
after the virus hit. Vanguard, for example, as reported in the Wall Street Journal, stated almost 95% of the five million 
investors in their 401(k) and retirement plans did not make a single trade.2 Other platforms report similar lack of 
trading. Certainly, the speed of the initial decline towards the March lows surprised many and swiftness of the market 
reaction may not have given many investors time to reorient their portfolios. We believe this data argues that new 
investors in new platforms are responsible for the surge in accounts and trading, even if the overall size of the market 
is still dominated by the institutions. In other words, noobs are a very important part of the surge in trading. The large 
increase in retail trading is a key new feature of the market structure that marks the reaction to the virus. 


It’s not just stocks the emerging retail investors are buying. Bloomberg has reported that small investor participation in 
the options market has exceeded 50% of volume at periods of time in the past several months. Large investors are 
also highly involved, so it hasn’t been just small traders. Regardless of whether they are large or small, a large number 
of investors are speculating in the options market.  
  


                                                      
1 Source: “Speculative Fervor in U.S. Stocks Surges to Stunning Levels,” Cormac Mullen, Bloomberg.com, June 8, 2020. 
2 Source: “Markets Bombed, Investors Carried On,” Jason Zweig, Wall Street Journal, June 26, 2020. 
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Market Overview 


Index Returns (%) as of June 30, 2020  


Index 2Q 2020 1 Yr. 3 Yr. ^ 5 Yr. ^ 2019 2018 2017 2016 


S&P 500  20.5 7.5 10.7 10.7 31.5  (4.4) 21.8 12.0 


MSCI USA Small Cap 27.1 (6.2) 3.5 5.3 27.4  (10.0) 17.3 19.8 


MSCI EAFE (net of taxes) 14.9 (5.1) 0.8 2.1 22.0  (13.8) 25.0 1.0 


MSCI Emerging Markets (net of taxes) 18.1 (3.4) 1.9 2.9 18.4  (14.6) 37.3 11.2 


Bloomberg Barclays US Aggregate Bond 2.9 8.7 5.3 4.3 8.7  0.0  3.5 2.6 


Bloomberg Barclays Global Aggregate ex-US 3.4 0.7 2.5 
2.9 


5.1  (2.1) 10.5 1.5 


S&P GSCI Crude Oil 91.7 (32.8) (5.2) (8.0) 34.5  (24.8) 12.5 45.0 


S&P GSCI Gold 12.1 25.7 12.2 8.1 18.0  (2.8) 12.8 7.7 


Bloomberg Commodity 5.1 (17.4) (6.1) (7.7) 7.7  (11.2) 1.7 11.8 


Bloomberg Barclays US Treasury Bill 6–9 
Month 


0.0 2.2 2.0 1.3 2.6  1.8  0.7 0.5 


Inflation § (1.3) 0.2 1.6 1.6 2.3  1.9  2.1 2.1 


^3 year and 5 year returns are annualized 
Sources: MSCI; Bloomberg Barclays; Standard and Poor's (©2020, S&P Dow Jones Indices LLC. All rights reserved); Bureau of Labor Statistics.  
§ Inflation data through May 2020. Visual created by Lockwood Advisors, Inc. For additional information regarding the indices shown, please refer to 
the Important Disclosures at the end of this document. Indices are unmanaged and are not available for direct investment. Past performance is not 
a guarantee of future results.  


 


Let’s not forget the bots.  


Algorithmic trading uses mathematical models to automate trading processes using predefined parameters or 
benchmarks. It delegates decision-making to a computer model. According to Coherent Market Insights, in a report 
from February 2019, algorithmic (“algo”) trading is responsible for 60–73% of all U.S. equity trading. Moreover, the 
global algo market is expected to grow at over a 10% pace during the forecast period from 2018–2026. Algorithmic 
trading can mean a lot of things, and has evolved quite considerably over the years. From volume- and time-based 
strategies, algos have evolved to trade on price and to manage impact and shortfall risk. That is, they attempt to 
provide alpha by minimizing trade impact. Some of the recent models are more idiosyncratic, individualized and 
personalized to a firm. Certainly, many of the algorithmic trading models provide better executions for both buyers and 
sellers in the open marketplace. It probably also helps to manage risks by controlling order types to better provide 
buyers and sellers with desirable outcomes. However, the increased growth of algo trading does raise concerns about 
whom or what is providing price discovery in the marketplace. As Forbes’ Kenneth Rapoza put it in a June 29, 2020 
article, “The growing presence of ‘machine trading’ also has a role in making market moves bigger and faster than they 
used to be as they are easily triggered by negative – or positive – headlines.” Are the majority of buyers and sellers 
connected to any sense of fundamental value, or are computers just talking to one another? Do these trading tools 
whipsaw investors and increase volatility? These tools may make market trading more dangerous for those who don’t 
use them or aren’t connected to institutional trading tools.  


This is not a knock on the noobs and bots. We don’t use the terms in a derogatory way. Markets will adjust to new 
investors and speculators. In many respects, it is healthy to have new entrants to the trading arena. Investors should 
be able to use sophisticated trading technology to get an edge. However, the noobs have had a tough time making 
market calls in the past. They have tended to get in just at the wrong time. For example, stocks as a percentage of 
total household assets (now at 49%) have never recovered fully from the highs just before the 2000–01 dotcom crash, 
despite the recent surge in retail interest. Some feel that stocks as a percentage of household assets is a contrary 
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indicator that predicts higher future returns to stocks.3 However, this indicator does not reflect the nature of 
demographic changes in the U.S. Older investors may simply be unable to suffer through bouts of market volatility and 
may prefer to hold more fixed income. Household asset allocation has continued to shift to bonds and cash as time 
has passed. Moreover, the returns from these kinds of predictive models are not particularly impressive for either 
stocks or bonds in light of historical market returns. In general, like many leading market valuation and timing 
indicators, they argue for caution, perhaps extreme caution at the current time.   


Monetary Policy: At the Zero Bound 


Those lamenting the lack of price discovery in markets may have criticism of the actions of the Fed, who moved swiftly 
and decisively to provide unprecedented support to the general economy and equity and bond markets in the wake of 
the COVID-19 event. In doing so, the Fed’s programs have gotten so large that they dominate trading in many areas of 
the bond market. They have some big bots. The Fed has had to acknowledge their size. As Fed Chairman Jerome 
“Jay” Powell told the Senate Banking Committee on Tuesday, June 16, 2020, “I don’t see us wanting to run through 
the bond market like an elephant snuffing out price signals.” This immediately makes a listener think of the Fed running 
around the bond market, snuffing. The Fed has made changes to the way in which they purchase corporate bonds to 
try and offset worries about the size of these programs, but the Fed programs raise concerns about moral hazard and 
whether the central bank policy is picking winners and losers in their purchases of bonds other than Treasuries and 
quasi-government agency debt. Combine massive central bank activity with noobs and bots and it has many investors 
wondering what is driving asset prices these days.  


The Fed was able to implement programs quickly because it was able to borrow very heavily from the Great Financial 
Crisis playbook. That is, the Fed is not a bunch of noobs with regard to snuffing out financial market volatility. The 
questions for markets are how long the Fed will be able to provide such massive stimulus and what happens when it is 
lessened or eliminated. Markets seemingly had a difficult patch in late 2018 just as the Fed attempted to downsize a 
$4 trillion balance sheet (SOMA aka System Open Market Account). What happens when they attempt to reduce the 
current $7 trillion balance sheet or the $10 trillion balance sheet they are on a trajectory for? 


The FOMC (Federal Open Market Committee) is projecting to remain at the zero bound for the intermediate time 
horizon. Remember that the Fed has two statutory mandates: full employment and price stability. Some think they 
have a third unstated mandate: financial market stability. The damage wrought to the employment picture from COVID-
19 may be with us for a considerable length of time – years and perhaps decades. The Fed has told us they will 
remain here through 2022 (see chart on next page) and markets, as represented by the Federal Funds futures and 
OIS (option index swaps) markets, have followed suit. This looks like an incredibly boring financial graphic, but may be 
considerably important, as it represents an alignment about intermediate-term financial expectations on the policy rate 
between markets and the central bank. The markets believe central bank stimulus will underpin the markets and that 
will anchor expectations until something changes dramatically. It also reflects a belief that the Fed will not bring in an 
era of negative nominal policy rates. The FOMC has not given us reason to expect they will go to a stance that could 
bring negative rates to the U.S., like other central banks across the world. 


 


                                                      
3 Source: “The ‘Single Greatest Predictor of Future Stock Market Returns’ has a message for us from 2030,” MarketWatch.com, June 20, 2020. 
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Federal Reserve and Private Markets Policy Rate Forecasts 


FOMC Dots, Fed Funds Futures, Option Index Swaps 


 


Sources: Federal Reserve Open Market Committee (FOMC) and Bloomberg. Visual created by Lockwood Advisors, Inc. Data as of June 2020. 
FOMC is the Federal Reserve Open Market Committee. 


Fiscal Policy: No Restraint 


As a percentage of GDP (gross domestic product), the U.S. fiscal policy measures amount to approximately 11% of 
the economy. Unlike the Federal Reserve, the Administration and Congress did not have a playbook to dust off and 
enact. Fiscal support, while swift and sizeable in a historical sense, did not arrive as quickly as Fed stimulus. The 
policy, at first glance, seems about right in scope to try to help mitigate a lot of damage wrought by the virus, at least 
for what we know so far. If the virus takes a substantial turn for the worse, we will need sizeable additional support. 
The current stimulus packages are an order of magnitude larger than any past stimulus in American history, including 
the Great Financial Crisis. Because monetary policy is a blunt instrument and we’re already at the zero bound, it’s up 
to Treasury and Congress to craft more tailor-made plans designed to help sectors, industries and small business that 
were especially hard hit. We expect further stimulus measures and perhaps sizeable ones if the virus does not abate 
soon. All of these policy measures attempt to bridge the gap between the pre- and post-COVID-19 environments. 
There have and will continue to be permanent loss of capital and labor from this event.    


Only Japan’s fiscal policy response is larger among the large developed nations in terms of GDP. Markets could be 
buoyed in the future if Europe is able to agree on larger, more substantive fiscal policy actions. So far, their response 
has not been nearly as robust as Japan, the U.S. and Canada.  
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Unprecedented Fiscal Policy Support 


Value of COVID-19 Stimulus Packages, as Share of GDP 


 


Source: Stastica.com. Data as of May 2020. Visual created by Lockwood Advisors, Inc. 


 


Earnings Uncertainty 


Markets have given a pass to devastating macro and corporate results since the market lows in March, looking ahead 
to the effects of the massive amounts of policy stimulus that we’ve detailed above. The challenge is that markets now 
need to look far into the future – late 2021 or 2022 – to justify current valuations. Moreover, even though some recent 
forecasts look better than they did a few months ago, markets still look expensive on many of those future predictions. 
Equity markets also display a narrowness and extreme valuation discrepancies across many styles and sectors. For 
example, broad index results are very dependent upon a handful of technology stocks for positive results. Markets 
have been extremely efficient in discerning likely winners from losers from the virus, as companies benefiting from a 
work from home environment have done extremely well. There are certainly a host of exciting new technologies 
(artificial Intelligence – more bots, autonomous vehicles, biotech, space travel, etc.) that could prove to be exciting 
areas for potential investment.  


Meanwhile, there is still tremendous uncertainty about future earnings because many corporations have suspended 
guidance on future results. They have little ability to predict the path of the pathogen. Regardless, given the long 
recovery window for the economy, it’s likely that other events will intervene to disrupt markets. It’s very likely that 
multiple attractive entry points will present themselves for long-term investors.  
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Corporate Earnings Uncertainty Continues 


COVID-19 Pandemic Triggered Record Cuts to S&P 500® Index for Q2 2020 to Date 


  
Source:  Factset. Data through Q2 2020. Data as of May 29, 2020. Visual created by Lockwood Advisors, Inc. 
Past performance is not a guarantee of future results.  
 


Geopolitics 


No one had imagined a pandemic virus would disrupt 2020. Similarly, there are a host of geopolitical risks that have 
either emerged or continue to fester around the world: the South China Sea, Korean peninsula, Syria and the military 
activity on the border between the world’s two most populous nations, India and China. There are conflicts over water 
rights in Africa. The prospect for these types of conflicts to disrupt asset markets is difficult to plan for from an asset 
allocation perspective, but it would be remiss not to mention potential hot spots of tension for the remainder of 2020. 
They could easily challenge the bullish forecast as a global recession tends to aggravate conflict. We continue to see 
geopolitical risks as elevated.  


Politics 


The upcoming election appears to have been pushed to the back burner of concerns for the market but we don’t 
expect that to continue. Regardless of political viewpoint, we believe markets should have more concern about the 
potential prospect for increased corporate tax rates and regulatory burdens. Also, to the extent that recession or 
stimulus constraints restrict corporations from stock buybacks, this hampers a force that had been a key part of the bull 
run from 2009–2020. Protests, rioting and looting, as strong as a political concern as they may be, have only micro 
effects on the macro picture and we believe are unlikely to dramatically alter the quantitative outlook for the stock and 
bond markets.  


With all of these concerns and uncertainties clouding the near-term, it’s no wonder that many investors, despite the 
surge in stock and risky asset prices from the lows, remain in a gloomy mood. We’ve still seen strong bids for risk-off 
assets like gold (near eight-year highs) and less risky fixed income securities that belie the exuberant market rebound.   


As we predicted in our early reports on COVID, markets have continued to remain obsessed with daily rates of 
infections and deaths and await any positive signs on treatment protocols and vaccines. The data points looked 
somewhat cooperative at first. They supported a view of a quick recovery for several months but have now 
unfortunately taken a decidedly bleak turn, especially for markets hopeful for smooth reopenings after several months 
of shutdown. Moreover, the hopes that the virus would take a seasonal withdrawal during hot weather have been 
dashed. It’s probable that a large part of the increase in infections is due to more extensive testing, but even so, it 
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speaks to the considerable delays of getting back to pre-COVID-19 economic growth and productivity gains. In our 
view, the more important question for the macro outlook may be whether the lockdowns are reinstated. Either way, we 
believe there will be tremendous loss of productivity across many sectors that will linger for many quarters.    


Doomsurfing 


We’ve learned another new term, doomsurfing, the act of checking news feeds constantly for gloomy updates on the 
progress of the virus and the politics and geopolitics. It’s possible that the only remedy for either the virus or the 
anxiety it creates will come from the arrival of a vaccine or potential improvements in treatment protocols. As testing 
reveals that more Americans have been exposed than we thought, perhaps herd immunity comes more quickly as 
well.  


With all the noobs and bots and risks and uncertainties in the market these days, it serves as a reminder that solid 
financial advice and guidance are more important than ever. Particularly at this time, advisors play a key role in 
shaping financial futures of their clients. We believe fairly large-scale asset allocation decisions could be warranted in 
some cases, because it’s very possible that investor risk tolerances have diverged from a realistic picture of the likely 
macroeconomic and market outcomes. In our view, it will likely take a great deal of time to recover from the virus in a 
macroeconomic sense, even if risk markets have climbed a long way back. We believe investors who may have lost 
sources of income should consult with their advisors and make adjustments to better weather possible near-term 
volatility. It’s not hard to imagine that many investors with income challenges from this crisis may need to adjust their 
portfolios and take risk off the table. 


We’re watching the U.S. consumer take a very different view with regard to how they spend the income they have. 
Savings rates have skyrocketed from around 12% to 34% of disposable income. On the one hand, it provides fuel for 
the recovery if consumption rates rise back to more normal pre-crisis levels. But, it may also show a U.S. consumer 
who realistically gauges the likely damage to their employment and income situation for the foreseeable future. Like so 
many aspects of this crisis at the present time, it may simply be too early to tell.  


Even if a more optimistic picture emerges from the COVID-19 pandemic wreckage, as it likely will in time, we believe 
volatility will remain well above 2019 levels for some intermediate time period. We continue to remain somewhat 
cautious and protective of client assets at this juncture.     
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Performance Review 


 All Static and Year of Enrollment portfolios have met their respective benchmarks in Q2 2020, year-to-date, 
and trailing 12 month period.  


 No remedial action is necessary.  
 There are no funds on the Watch List. All funds have performed as expected. 


  







LOCKWOOD INVESTMENT ADVISORY REPORT SECOND QUARTER 2020 


 


13 


Static Portfolio Review 


 


Source: SumDay Administration, LLC, a BNY Mellon Company. SumDay is an affiliate of Lockwood Advisors, Inc.  
Portfolio allocations as of 6/30/2020 


Static Portfolio Underlying Fund Allocations


Source: SumDay Administration, LLC, a BNY Mellon Company. SumDay is an affiliate of Lockwood Advisors, Inc.  
Portfolio allocations as of 6/30/2020 


 
  


Asset Category Fund Ticker


Cash 


Preservation 


Portfolio


Income 


Portfolio


Income and 


Growth 


Portfolio


Balanced 


Portfolio


Conservative 


Growth 


Portfolio


Moderate 


Growth 


Portfolio


Growth 


Portfolio


U.S. Large Cap Blend Fidelity® Total Market Index Fund FSKAX 0 0 10 13 16 21 25


U.S. Large Cap Blend Schwab Total Stock Market Index Fund® SWTSX 0 0 10 13 16 21 25


Foreign Large Blend Fidelity® International Index Fund FSPSX 0 0 15 18 21 29 37


Diversified Emerging Mkts Fidelity® Emerging Markets Index Fund FPADX 0 0 5 6 7 9 12


Intermediate‐Term Bond Fidelity® U.S. Bond Index Fund FXNAX 0 30 24 20 15 6 0


Intermediate‐Term Bond Vanguard Total Bond Market Index Fund Institutional Plus Shares VBMPX 0 30 24 20 15 6 0


Long Government Vanguard Long‐Term Treasury Index Fund Institutional Shares VLGIX 0 5 4 3 3 2 0


Inflation‐Protected Bond Schwab® Treasury Inflation Protected Securities Index Fund SWRSX 0 8 5 4 4 3 0


Emerging Markets Bond Vanguard Emerging Markets Government Bond Index Fund Institutional Shares VGIVX 0 2 2 2 2 2 0


Cash JPMorgan U.S. Government Money Market Fund Capital Shares OGVXX 100 25 1 1 1 1 1


Equity 0 0 40 50 60 80 99


Fixed Income 0 75 59 49 39 19 0


Cash 100 25 1 1 1 1 1


Total 100 100 100 100 100 100 100
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Please see Blended Benchmark Definitions in the Important Disclosures section at the end of this report.  
 
Performance as of 6/30/2020. 
 
Source: SumDay Administration, LLC, a BNY Mellon Company. SumDay is an affiliate of Lockwood Advisors, Inc.  
 
Performance is calculated using a time and asset-weighted Modified Dietz methodology. The Gross of Fees Return shown reflects the deduction of 
fees and expenses associated with the underlying mutual funds held in the portfolio (the “Underlying Fund Fee”). The Net of Fees Return shown 
reflects the deduction of the Underlying Fund Fee, Service Fee, and State Administrative Fee (together, the “Total Annual Asset-Based Fee”). The 
returns shown do not reflect account maintenance fees or other account level service-based fees (e.g., returned check fees, statement delivery fees, 
etc.).  
 
Past performance is not a guarantee of future results. Current performance may be lower or higher than the performance data quoted. The 
investment return and principal value of an investment will fluctuate, so that an investor’s assets, when sold, may be worth more or less than their 
original cost.  


Indices are unmanaged and are not available for direct investment. 


  


Growth Portfolio Q2 2020 YTD 1 Year Income & Growth Portfolio Q2 2020 YTD 1 Year


Gross of Fees Return 19.17 ‐6.81 1.15 Gross of Fees Return 9.39 2.04 7.14


Net of All Fees Return 19.10 ‐6.91 0.93 Net of All Fees Return 9.33 1.93 6.90


Blended Benchmark 18.74 ‐7.10 0.91 Blended Benchmark 9.24 1.41 6.52


Excess Return 0.36 0.19 0.02 Excess Return 0.09 0.52 0.38


Moderate Growth Portfolio Q2 2020 YTD 1 Year Income Portfolio Q2 2020 YTD 1 Year


Gross of Fees Return 16.24 ‐3.74 3.48 Gross of Fees Return 2.32 5.41 7.62


Net of All Fees Return 16.18 ‐3.85 3.25 Net of All Fees Return 2.26 5.30 7.38


Blended Benchmark 15.84 ‐4.18 3.05 Blended Benchmark 2.31 5.26 7.54


Excess Return 0.34 0.33 0.20 Excess Return ‐0.05 0.04 ‐0.16


Conservative Growth Portfolio Q2 2020 YTD 1 Year Cash Preservation Portfolio Q2 2020 YTD 1 Year


Gross of Fees Return 12.90 ‐0.58 5.67 Gross of Fees Return 0.04 0.35 1.29


Net of All Fees Return 12.84 ‐0.69 5.44 Net of All Fees Return ‐0.02 0.24 1.07


Blended Benchmark 12.58 ‐1.25 5.00 Benchmark 0.02 0.49 1.47


Excess Return 0.26 0.56 0.44 Excess Return ‐0.04 ‐0.25 ‐0.40


Balanced Portfolio Q2 2020 YTD 1 Year


Gross of Fees Return 11.19 0.74 6.41


Net of All Fees Return 11.13 0.63 6.18


Blended Benchmark 10.91 0.02 5.70


Excess Return 0.22 0.61 0.48
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Conservative Year of Enrollment Portfolio Review 


Conservative Year of Enrollment Portfolio Underlying Fund Allocations 


 


Source: SumDay Administration, LLC, a BNY Mellon Company. SumDay is an affiliate of Lockwood Advisors, Inc. 
Portfolio allocations as of 6/30/2020. 


  


Asset Category Fund Ticker


YoE 


2036


YoE 


2034


YoE 


2032


YoE 


2030


YoE 


2028


YoE 


2026


YoE 


2024


YoE 


2022


YoE 


2020


YoE 


2018


U.S. Large Cap Blend Fidelity® Total Market Index Fund FSKAX 15 13 10 8 5 4 3 2 0 0


U.S. Large Cap Blend Schwab Total Stock Market Index Fund® SWTSX 14 13 10 7 5 4 2 1 0 0


Foreign Large Blend Fidelity® International Index Fund FSPSX 19 18 15 11 7 5 4 2 0 0


Diversified Emerging Mkts Fidelity® Emerging Markets Index Fund FPADX 7 6 5 4 3 2 1 0 0 0


Intermediate‐Term Bond Fidelity® U.S. Bond Index Fund FXNAX 17 20 24 28 28 26 26 18 20 20


Intermediate‐Term Bond Vanguard Total Bond Market Index Fund Institutional Plus Shares VBMPX 18 20 24 28 29 27 27 18 21 21


Long Government Vanguard Long‐Term Treasury Index Fund Institutional Shares VLGIX 3 3 4 4 4 4 4 3 3 3


Inflation‐Protected Bond Schwab® Treasury Inflation Protected Securities Index Fund SWRSX 4 4 5 7 7 6 6 4 4 4


Emerging Markets Bond Vanguard Emerging Markets Government Bond Index Fund Institutional Shares VGIVX 2 2 2 2 2 2 2 2 2 2


Cash JPMorgan U.S. Government Money Market Fund Capital Shares OGVXX 1 1 1 1 10 20 25 50 50 50


Equity 55 50 40 30 20 15 10 5 0 0


Fixed Income 44 49 59 69 70 65 65 45 50 50


Cash 1 1 1 1 10 20 25 50 50 50


Total 100 100 100 100 100 100 100 100 100 100
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Please see Blended Benchmark Definitions in the Important Disclosures section at the end of this report.  
 
Performance as of 6/30/2020. 
 
Source: SumDay Administration, LLC, a BNY Mellon Company. SumDay is an affiliate of Lockwood Advisors, Inc.  
 
Performance is calculated using a time and asset-weighted Modified Dietz methodology. The Gross of Fees Return shown reflects the deduction of 
fees and expenses associated with the underlying mutual funds held in the portfolio (the “Underlying Fund Fee”). The Net of Fees Return shown 
reflects the deduction of the Underlying Fund Fee, Service Fee, and State Administrative Fee (together, the “Total Annual Asset-Based Fee”). The 
returns shown do not reflect account maintenance fees or other account level service-based fees (e.g., returned check fees, statement delivery fees, 
etc.).  
 
Past performance is not a guarantee of future results. Current performance may be lower or higher than the performance data quoted. The 
investment return and principal value of an investment will fluctuate, so that an investor’s assets, when sold, may be worth more or less than their 
original cost.  


Indices are unmanaged and are not available for direct investment. 


  


Conservative Year of Enrollment 2036 Portfolio Q2 2020 YTD 1 Year Conservative Year of Enrollment 2026 Portfolio Q2 2020 YTD 1 Year


Gross of Fees Return 12.19 ‐0.10 5.89 Gross of Fees Return 4.88 4.23 7.52


Net of All Fees Return 12.14 ‐0.21 5.66 Net of All Fees Return 4.82 4.12 7.28


Blended Benchmark 11.76 ‐0.60 5.36 Blended Benchmark 4.80 3.62 6.91


Excess Return 0.38 0.39 0.30 Excess Return 0.02 0.50 0.37


Conservative Year of Enrollment 2034 Portfolio Q2 2020 YTD 1 Year Conservative Year of Enrollment 2024 Portfolio Q2 2020 YTD 1 Year


Gross of Fees Return 11.28 0.89 6.63 Gross of Fees Return 3.90 4.24 7.09


Net of All Fees Return 11.22 0.78 6.39 Net of All Fees Return 3.85 4.12 6.85


Blended Benchmark 10.91 0.02 5.70 Blended Benchmark 3.84 3.90 6.79


Excess Return 0.31 0.76 0.69 Excess Return 0.01 0.22 0.06


Conservative Year of Enrollment 2032 Portfolio Q2 2020 YTD 1 Year Conservative Year of Enrollment 2022 Portfolio Q2 2020 YTD 1 Year


Gross of Fees Return 9.58 2.28 7.44 Gross of Fees Return 2.44 3.20 5.32


Net of All Fees Return 9.52 2.17 7.21 Net of All Fees Return 2.39 3.08 5.09


Blended Benchmark 9.24 1.41 6.56 Blended Benchmark 2.37 3.00 5.16


Excess Return 0.28 0.76 0.65 Excess Return 0.02 0.08 ‐0.07


Conservative Year of Enrollment 2030 Portfolio Q2 2020 YTD 1 Year Conservative Year of Enrollment 2020 Portfolio Q2 2020 YTD 1 Year


Gross of Fees Return 7.93 3.42 7.97 Gross of Fees Return 1.60 3.62 5.41


Net of All Fees Return 7.87 3.31 7.74 Net of All Fees Return 1.55 3.50 5.18


Blended Benchmark 7.69 2.72 7.28 Blended Benchmark 1.59 3.56 5.40


Excess Return 0.18 0.59 0.46 Excess Return ‐0.04 ‐0.06 ‐0.22


Conservative Year of Enrollment 2028 Portfolio Q2 2020 YTD 1 Year Conservative Year of Enrollment 2018 Portfolio Q2 2020 YTD 1 Year


Gross of Fees Return 5.99 4.16 8.04 Gross of Fees Return 1.60 3.62 5.41


Net of All Fees Return 5.94 4.05 7.81 Net of All Fees Return 1.55 3.51 5.18


Blended Benchmark 5.86 3.51 7.32 Blended Benchmark 1.59 3.56 5.40


Excess Return 0.08 0.54 0.49 Excess Return ‐0.04 ‐0.05 ‐0.22
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Moderate Year of Enrollment Portfolio Review 


Moderate Year of Enrollment Portfolio Underlying Fund Allocations 


 


Source: SumDay Administration, LLC, a BNY Mellon Company. SumDay is an affiliate of Lockwood Advisors, Inc. 
Portfolio allocations as of 6/30/2020. 
  


Asset Category Fund Ticker


YoE 


2036


YoE 


2034


YoE 


2032


YoE 


2030


YoE 


2028


YoE 


2026


YoE 


2024


YoE 


2022


YoE 


2020


YoE 


2018


U.S. Large Cap Blend Fidelity® Total Market Index Fund FSKAX 24 24 21 18 16 13 9 5 3 0


U.S. Large Cap Blend Schwab Total Stock Market Index Fund® SWTSX 23 23 21 18 16 13 9 5 2 0


Foreign Large Blend Fidelity® International Index Fund FSPSX 33 33 29 26 21 18 12 7 4 0


Diversified Emerging Mkts Fidelity® Emerging Markets Index Fund FPADX 10 10 9 8 7 6 5 3 1 0


Intermediate‐Term Bond Fidelity® U.S. Bond Index Fund FXNAX 3 3 6 10 15 20 24 27 27 27


Intermediate‐Term Bond Vanguard Total Bond Market Index Fund Institutional Plus Shares VBMPX 2 2 6 10 15 20 25 28 28 28


Long Government Vanguard Long‐Term Treasury Index Fund Institutional Shares VLGIX 1 1 2 3 3 3 4 5 5 5


Inflation‐Protected Bond Schwab® Treasury Inflation Protected Securities Index Fund SWRSX 2 2 3 4 4 4 5 8 8 8


Emerging Markets Bond Vanguard Emerging Markets Government Bond Index Fund Institutional Shares VGIVX 1 1 2 2 2 2 2 2 2 2


Cash JPMorgan U.S. Government Money Market Fund Capital Shares OGVXX 1 1 1 1 1 1 5 10 20 30


Equity 90 90 80 70 60 50 35 20 10 0


Fixed Income 9 9 19 29 39 49 60 70 70 70


Cash 1 1 1 1 1 1 5 10 20 30


Total 100 100 100 100 100 100 100 100 100 100
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Please see Blended Benchmark Definitions in the Important Disclosures section at the end of this report.  
 
Performance as of 6/30/2020. 
 
Source: SumDay Administration, LLC, a BNY Mellon Company. SumDay is an affiliate of Lockwood Advisors, Inc.  
 
Performance is calculated using a time and asset-weighted Modified Dietz methodology. The Gross of Fees Return shown reflects the deduction of 
fees and expenses associated with the underlying mutual funds held in the portfolio (the “Underlying Fund Fee”). The Net of Fees Return shown 
reflects the deduction of the Underlying Fund Fee, Service Fee, and State Administrative Fee (together, the “Total Annual Asset-Based Fee”). The 
returns shown do not reflect account maintenance fees or other account level service-based fees (e.g., returned check fees, statement delivery fees, 
etc.).  
 
Past performance is not a guarantee of future results. Current performance may be lower or higher than the performance data quoted. The 
investment return and principal value of an investment will fluctuate, so that an investor’s assets, when sold, may be worth more or less than their 
original cost.  


Indices are unmanaged and are not available for direct investment. 


 


 
  


Moderate Year of Enrollment 2036 Portfolio Q2 2020 YTD 1 Year Moderate Year of Enrollment 2026 Portfolio Q2 2020 YTD 1 Year


Gross of Fees Return 17.87 ‐5.07 2.60 Gross of Fees Return 11.22 0.97 6.66


Net of All Fees Return 17.81 ‐5.17 2.38 Net of All Fees Return 11.16 0.86 6.43


Blended Benchmark 17.41 ‐5.66 2.02 Blended Benchmark 10.91 0.02 5.70


Excess Return 0.40 0.49 0.36 Excess Return 0.25 0.84 0.73


Moderate Year of Enrollment 2034 Portfolio Q2 2020 YTD 1 Year Moderate Year of Enrollment 2024 Portfolio Q2 2020 YTD 1 Year


Gross of Fees Return 17.89 ‐5.36 2.26 Gross of Fees Return 8.61 2.71 7.45


Net of All Fees Return 17.83 ‐5.47 2.04 Net of All Fees Return 8.56 2.60 7.22


Blended Benchmark 17.41 ‐5.66 2.02 Blended Benchmark 8.38 1.91 6.67


Excess Return 0.42 0.19 0.02 Excess Return 0.18 0.69 0.55


Moderate Year of Enrollment 2032 Portfolio Q2 2020 YTD 1 Year Moderate Year of Enrollment 2022 Portfolio Q2 2020 YTD 1 Year


Gross of Fees Return 16.27 ‐3.81 3.56 Gross of Fees Return 6.03 4.24 8.01


Net of All Fees Return 16.20 ‐3.91 3.33 Net of All Fees Return 5.97 4.13 7.78


Blended Benchmark 15.84 ‐4.18 3.05 Blended Benchmark 5.85 3.65 7.43


Excess Return 0.36 0.27 0.28 Excess Return 0.12 0.48 0.35


Moderate Year of Enrollment 2030 Portfolio Q2 2020 YTD 1 Year Moderate Year of Enrollment 2020 Portfolio Q2 2020 YTD 1 Year


Gross of Fees Return 14.50 ‐1.96 4.74 Gross of Fees Return 4.05 4.69 7.63


Net of All Fees Return 14.44 ‐2.07 4.51 Net of All Fees Return 3.99 4.57 7.40


Blended Benchmark 14.12 ‐2.72 4.01 Blended Benchmark 3.98 4.32 7.31


Excess Return 0.32 0.65 0.50 Excess Return 0.01 0.25 0.09


Moderate Year of Enrollment 2028 Portfolio Q2 2020 YTD 1 Year Moderate Year of Enrollment 2018 Portfolio Q2 2020 YTD 1 Year


Gross of Fees Return 12.91 ‐0.49 5.74 Gross of Fees Return 2.18 5.11 7.24


Net of All Fees Return 12.85 ‐0.60 5.51 Net of All Fees Return 2.12 4.99 7.00


Blended Benchmark 12.58 ‐1.25 5.00 Blended Benchmark 2.17 4.98 7.17


Excess Return 0.27 0.65 0.51 Excess Return ‐0.05 0.01 ‐0.17
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Growth Year of Enrollment Portfolio Review 


Growth Year of Enrollment Portfolio Underlying Fund Allocations 


 


Source: SumDay Administration, LLC, a BNY Mellon Company. SumDay is an affiliate of Lockwood Advisors, Inc. 
Portfolio allocations as of 6/30/2020. 


  


Asset Category Fund Ticker


YoE 


2036


YoE 


2034


YoE 


2032


YoE 


2030


YoE 


2028


YoE 


2026


YoE 


2024


YoE 


2022


YoE 


2020


YoE 


2018


U.S. Large Cap Blend Fidelity® Total Market Index Fund FSKAX 25 25 24 24 22 21 16 11 5 3


U.S. Large Cap Blend Schwab Total Stock Market Index Fund® SWTSX 24 24 23 23 22 21 15 10 5 2


Foreign Large Blend Fidelity® International Index Fund FSPSX 35 35 33 33 31 29 22 14 7 4


Diversified Emerging Mkts Fidelity® Emerging Markets Index Fund FPADX 11 11 10 10 10 9 7 5 3 1


Intermediate‐Term Bond Fidelity® U.S. Bond Index Fund FXNAX 1 1 3 3 3 6 15 24 33 24


Intermediate‐Term Bond Vanguard Total Bond Market Index Fund Institutional Plus Shares VBMPX 1 1 2 2 4 6 15 24 33 24


Long Government Vanguard Long‐Term Treasury Index Fund Institutional Shares VLGIX 1 1 1 1 2 2 3 4 4 4


Inflation‐Protected Bond Schwab® Treasury Inflation Protected Securities Index Fund SWRSX 0 0 2 2 3 3 4 5 7 6


Emerging Markets Bond Vanguard Emerging Markets Government Bond Index Fund Institutional Shares VGIVX 1 1 1 1 2 2 2 2 2 2


Cash JPMorgan U.S. Government Money Market Fund Capital Shares OGVXX 1 1 1 1 1 1 1 1 1 30


Equity 95 95 90 90 85 80 60 40 20 10


Fixed Income 4 4 9 9 14 19 39 59 79 60


Cash 1 1 1 1 1 1 1 1 1 30


Total 100 100 100 100 100 100 100 100 100 100
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Please see Blended Benchmark Definitions in the Important Disclosures section at the end of this report.  
 
Performance as of 6/30/2020. 
 
Source: SumDay Administration, LLC, a BNY Mellon Company. SumDay is an affiliate of Lockwood Advisors, Inc.  
 
Performance is calculated using a time and asset-weighted Modified Dietz methodology. The Gross of Fees Return shown reflects the deduction of 
fees and expenses associated with the underlying mutual funds held in the portfolio (the “Underlying Fund Fee”). The Net of Fees Return shown 
reflects the deduction of the Underlying Fund Fee, Service Fee, and State Administrative Fee (together, the “Total Annual Asset-Based Fee”). The 
returns shown do not reflect account maintenance fees or other account level service-based fees (e.g., returned check fees, statement delivery fees, 
etc.).  
 
Past performance is not a guarantee of future results. Current performance may be lower or higher than the performance data quoted. The 
investment return and principal value of an investment will fluctuate, so that an investor’s assets, when sold, may be worth more or less than their 
original cost. Indices are unmanaged and are not available for direct investment. 


 


  


Growth Year of Enrollment 2036 Portfolio Q2 2020 YTD 1 Year Growth Year of Enrollment 2026 Portfolio Q2 2020 YTD 1 Year


Gross of Fees Return 18.46 ‐6.36 1.47 Gross of Fees Return 16.22 ‐3.62 3.63


Net of All Fees Return 18.40 ‐6.46 1.25 Net of All Fees Return 16.16 ‐3.72 3.40


Blended Benchmark 18.19 ‐6.40 1.50 Blended Benchmark 15.84 ‐4.18 3.05


Excess Return 0.21 ‐0.06 ‐0.25 Excess Return 0.32 0.46 0.35


Growth Year of Enrollment 2034 Portfolio Q2 2020 YTD 1 Year Growth Year of Enrollment 2024 Portfolio Q2 2020 YTD 1 Year


Gross of Fees Return 18.56 ‐6.06 1.78 Gross of Fees Return 12.84 ‐0.70 5.63


Net of All Fees Return 18.50 ‐6.16 1.56 Net of All Fees Return 12.78 ‐0.81 5.40


Blended Benchmark 18.19 ‐6.40 1.50 Blended Benchmark 12.51 ‐1.34 4.95


Excess Return 0.31 0.24 0.06 Excess Return 0.27 0.53 0.45


Growth Year of Enrollment 2032 Portfolio Q2 2020 YTD 1 Year Growth Year of Enrollment 2022 Portfolio Q2 2020 YTD 1 Year


Gross of Fees Return 17.88 ‐5.28 2.35 Gross of Fees Return 9.53 2.16 7.38


Net of All Fees Return 17.82 ‐5.39 2.13 Net of All Fees Return 9.47 2.05 7.14


Blended Benchmark 17.41 ‐5.66 2.02 Blended Benchmark 9.31 1.50 6.72


Excess Return 0.41 0.27 0.11 Excess Return 0.16 0.55 0.42


Growth Year of Enrollment 2030 Portfolio Q2 2020 YTD 1 Year Growth Year of Enrollment 2020 Portfolio Q2 2020 YTD 1 Year


Gross of Fees Return 17.81 ‐5.29 2.37 Gross of Fees Return 6.23 4.48 8.50


Net of All Fees Return 17.75 ‐5.39 2.15 Net of All Fees Return 6.18 4.37 8.26


Blended Benchmark 17.41 ‐5.66 2.02 Blended Benchmark 6.13 4.01 8.01


Excess Return 0.34 0.27 0.13 Excess Return 0.05 0.36 0.25


Growth Year of Enrollment 2028 Portfolio Q2 2020 YTD 1 Year Growth Year of Enrollment 2018 Portfolio Q2 2020 YTD 1 Year


Gross of Fees Return 17.05 ‐4.46 2.98 Gross of Fees Return 3.74 3.96 6.73


Net of All Fees Return 16.99 ‐4.56 2.75 Net of All Fees Return 3.69 3.85 6.49


Blended Benchmark 16.64 ‐4.92 2.53 Blended Benchmark 3.69 3.62 6.42


Excess Return 0.35 0.36 0.22 Excess Return 0.00 0.23 0.07
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DreamAhead College Investment Plan Mutual Fund Evaluations 


Presented by Lockwood Advisors, Inc. 


The following are evaluations of the funds used in DreamAhead. The sources used are BNY Mellon Manager 
Research Group (MRG), Morningstar, and the respective fund companies. Relevant MRG research was used where 
available, supplemented with Morningstar research and fund company data. The ratings and narratives used are taken 
directly from the sources noted. MRG and Morningstar use differing scales. MRG rates Organizations as Positive, 
Satisfactory, or Negative; while Morningstar rates Funds as Positive, Neutral or Negative; or High, Above Average, 
Average, Below Average, and Low. Source dates vary based on the most recent ratings available for a particular 
category, fund, or parent company. 


The following information and opinions contained in this material are derived from proprietary and nonproprietary 
sources deemed by Lockwood to be reliable, but are not necessarily all inclusive. Opinions and ratings are subject to 
change at any time without notice. Please refer to the Important Disclosures at the end of this document.  
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Fidelity Emerging Markets Index Fund (FPADX) 


Firm Background* 


Fidelity Institutional Asset Management Trust Company (FIAM) is the US-based investment management 
subsidiary of Fidelity Management & Research (FRM). FRM is a large, privately-held, multi-service financial 
services firm founded in 1946 by Edward C. Johnson. FMR is currently under the leadership of CEO Abigail 
Johnson. Approximately 49% of FMR is owned by Ms. Johnson and other members of the Johnson family. 
51% is held by employees and former employees.  


FIAM was established in 2015 through the combination of Pyramis Global Advisors and Fidelity Financial 
Advisor Solutions, which served, respectively, institutional and retail investment management clients. The 
firm manages roughly $175 billion across fixed income (38%), multi-asset (32%), and equity (28%), with 
cash and alternatives comprising the balance.  Judy Marlinski is President of FIAM, She reports to Mike 
Dervin, Head of Fidelity Institutional at FMR. 


Organization: Satisfactory* FMR and, by extension, FIAM are highly complex and deeply intertwined 
organizations. Differences between functional business units and legal entities are often indistinct, but the 
high degree of involvement from the senior ranks of the FMR organization, particularly given the hands-on 
approach of FMR CEO Abigail Johnson, appear to manage this complexity effectively. FIAM is large, owing 
a portion of its success to the strong brand and distribution power of the parent company. The firm 
maintains a diversified client base and product line, as well as a strong investment culture. Senior 
leadership at FIAM has experienced some significant changes over the past two years, most notably the 
retirement of Charlie Morrison, FMR’s President of Asset Management, in December of 2018 and the 
departure of Scott Cuoto, President of FIAM in mid-2017. The President of FIAM reports into the President 
of Asset Management at FRM Additionally, the firm has experienced high profile sexual harassment claims 
in recent years, leading to some turnover among senior investment professionals. This may indicate that the 
firm has non-investment-related cultural issues, which can still damage the likelihood of success for the 
investment teams. However, senior management responded forcefully, and we will continue to monitor the 
organization for cultural and legal issues. 


Strategy** 


The Fidelity® Emerging Markets Index Fund seeks to provide investment results that correspond to the total 
return of emerging stock markets. 


Normally investing at least 80% of assets in securities included in the MSCI Emerging Markets Index and in 
depository receipts representing securities included in the index. Using statistical sampling techniques 
based on such factors as capitalization, industry exposures, dividend yield, price/earnings ratio, price/book 
ratio, earnings growth, country weightings, and the effect of foreign taxes to attempt to replicate the returns 
of the MSCI Emerging Markets Index. Lending securities to earn income for the fund. 


Summary 


This fund has not been rated by Morningstar, Inc. 


Performance 


This fund has not been rated by Morningstar, Inc. 
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Price 


This fund has not been rated by Morningstar, Inc. 


Process 


This fund has not been rated by Morningstar, Inc. 


People 


This fund has not been rated by Morningstar, Inc. 


* Source: BNY Mellon Manager Research Group, as of July 2019 
** Source: Fidelity (FMR, LLC), as of 6/30/2020 
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Fidelity International Index Fund (FSPSX) 


Firm Background* 


Fidelity Institutional Asset Management Trust Company (FIAM) is the US-based investment management 
subsidiary of Fidelity Management & Research (FRM). FRM is a large, privately-held, multi-service financial 
services firm founded in 1946 by Edward C. Johnson. FMR is currently under the leadership of CEO Abigail 
Johnson. Approximately 49% of FMR is owned by Ms. Johnson and other members of the Johnson family. 
51% is held by employees and former employees.  


FIAM was established in 2015 through the combination of Pyramis Global Advisors and Fidelity Financial 
Advisor Solutions, which served, respectively, institutional and retail investment management clients. The 
firm manages roughly $175 billion across fixed income (38%), multi-asset (32%), and equity (28%), with 
cash and alternatives comprising the balance.  Judy Marlinski is President of FIAM, She reports to Mike 
Dervin, Head of Fidelity Institutional at FMR. 


Organization: Satisfactory* 


FMR and, by extension, FIAM are highly complex and deeply intertwined organizations. Differences 
between functional business units and legal entities are often indistinct, but the high degree of involvement 
from the senior ranks of the FMR organization, particularly given the hands-on approach of FMR CEO 
Abigail Johnson, appear to manage this complexity effectively. FIAM is large, owing a portion of its success 
to the strong brand and distribution power of the parent company. The firm maintains a diversified client 
base and product line, as well as a strong investment culture. Senior leadership at FIAM has experienced 
some significant changes over the past two years, most notably the retirement of Charlie Morrison, FMR’s 
President of Asset Management, in December of 2018 and the departure of Scott Cuoto, President of FIAM 
in mid-2017. The President of FIAM reports into the President of Asset Management at FRM Additionally, 
the firm has experienced high profile sexual harassment claims in recent years, leading to some turnover 
among senior investment professionals. This may indicate that the firm has non-investment-related cultural 
issues, which can still damage the likelihood of success for the investment teams. However, senior 
management responded forcefully, and we will continue to monitor the organization for cultural and legal 
issues. 


Strategy** 


Fidelity® International Index Fund seeks to provide investment results that correspond to the total return of 
foreign stock markets. 


Normally investing at least 80% of assets in common stocks included in the Morgan Stanley Capital 
International Europe, Australasia, Far East Inde1 x, which represents the performance of foreign stock 
markets. 


Summary*** 


Fidelity International Index has a well-diversified portfolio and rock-bottom fee that should add up to strong 
category-relative performance over the long-run. It earns a Morningstar Analyst Rating of Silver. 


This fund tracks the MSCI EAFE Index. It holds large- and mid-cap stocks from 21 overseas developed 
markets. It weights them by market capitalization, an approach that benefits investors by capturing the 
market’s collective opinion of each stock’s value while keeping turnover low. 
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Market-cap weighting can be tough to beat because the market tends to do a good job valuing stocks over 
the long term. Occasionally it will increase the fund’s exposure to expensive stocks when investors get 
excited about an area of the market. But this doesn’t undermine its long-term efficacy. 


The portfolio’s solid diversification mitigates the consequences of owning the worst-performing names. It 
holds more than 900 stocks and has only 12% of assets in its 10 largest names. Its regional composition 
looks modestly different from a typical fund in the category because it excludes emerging-markets stocks. 
But stocks from these regions account for about 6% of a typical peer’s portfolio, so ignoring them shouldn’t 
have a large impact on the fund’s category-relative performance. 


Performance over the past decade has been good but not great. The fund managed to beat the category 
average by 61 basis points annually over the decade ending in November 2019. But this advantage didn’t 
allow it stand out among its competitors. Its better-performing peers tended to be more conservative, 
allowing them to hold up better during market declines. Over the long run, fees tend to play a big role in 
determining category relative performance. So, this fund’s ultra-low expense ratio should provide a strong 
long-term edge. 


Performance*** 


The management team has delivered sound index-tracking performance, but the fund’s return has not stood 
out among its peers in Morningstar’s foreign large-blend category over the 10 years through November 
2019. Foreign markets performed poorly by historical standards over this period. Many of the better-
performing strategies in the category built their success through more-defensive portfolios. They tended to 
invest in relatively stable stocks or hold cash, which allowed them to better weather drawdowns than index 
tracking funds like this one. 


Stocks listed in Japan and the United Kingdom collectively account for more than 42% of this portfolio. 
Consequently, the performance of these two markets can have an outsize effect on performance. Over the 
past decade, Japanese stocks have been a tailwind while those from the U.K. were less advantageous. 


This fund does not hedge its currency risk. Over much of the past decade foreign-exchange rates have 
subtracted from its performance because the U.S. dollar has appreciated against the foreign currencies 
represented in this portfolio. Foreign-exchange rates tend to move in cycles, so an appreciating dollar will 
not always be a disadvantage. Over the long run, the impact of foreign exchange rates on total return tends 
to wash out. 


Price*** 


It’s critical to evaluate expenses, as they come directly out of returns. The share class on this report levies a 
fee that ranks in its Morningstar category’s cheapest quintile. Based on our assessment of the fund’s 
People, Process and Parent pillars in the context of these fees, we think this share class will be able to 
deliver positive alpha relative to the category benchmark index, explaining its Morningstar Analyst Rating of 
Silver. 


Process: Above Average*** 


This strategy earns an Above Average Process Pillar rating for capturing most of the overseas market 
capitalization while diversifying its stock and sector-specific risks.  


The fund’s portfolio managers use full replication to track the MSCI EAFE Index. This benchmark starts with 
all stocks listed in 21 foreign developed markets. It targets companies that land in the top 85% of each 
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country’s market cap, with a buffer around that threshold to rein in unnecessary turnover. The index applies 
some additional liquidity screens to ensure its holdings are investable, and it weights its final constituents by 
their market capitalization. This approach helps control turnover and trading costs as each stock’s weight 
will adjust proportionally to price changes. The index reconstitutes semiannually in May and November with 
smaller adjustments in February and August, such as adding recent IPOs.  


The resulting portfolio captures a majority of the available foreign market capitalization. It effectively 
diversifies stock-specific risk, with only 12% of assets in its 10 largest holdings. Broad diversification causes 
the portfolio to look similar to the average of its category peers in certain ways. Sector weightings are 
comparable, with financial and industrial stocks collectively representing one-third of the fund’s assets.  


Country and regional allocations aren’t far off the category average either. The fund modestly differs from its 
peers in this regard, but the gaps don’t pose a significant threat to its category relative performance. 
Eurozone stocks represent 30% of the fund, while Japan and the United Kingdom make up an additional 
24% and 16%, respectively.  


The fund’s selection universe doesn’t include stocks listed in emerging markets and Canada. Japanese 
stocks mostly fill this gap, which is consistent with diversified, foreign developed market indexes. This 
strategy does not include small-cap names. This, combined with its market-cap-weighted approach, tilts the 
portfolio toward large-cap multinational corporations, with companies like Nestle, Toyota, and BP among its 
biggest names. 


People: Average*** 


The fund's management team is experienced and well-supported. But it earns an Average People Pillar 
rating because personnel turnover has been on the high side. 


The fund is managed by a team of five managers from Geode Capital Management, which subadvises 
Fidelity's index-tracking funds. Splitting responsibilities across several managers can reduce the impact of 
departures. However, six managers have left the fund since September 2012. Most recently, Tom Brussard 
was removed as a named manager in April 2018 and Patrick Waddell retired from Geode in April 2019. 
Payal Kapoor Gupta was added to the roster in June 2019 to fill the gap left by Waddell. She previously 
managed portfolios at State Street Global Advisors. 


Louis Bottari, Peter Matthew, Robert Regan, and Deane Gyllenhaal are the other named managers on this 
fund. Bottari is the longest tenured manager, having served since January 2009, while Matthew joined three 
years later in 2012. Regan and Gylenhaal have only been at Geode for a few years, but they previously 
worked as portfolio managers for SSGA and Hartford Investment Management, respectively. 


* Source: BNY Mellon Manager Research Group, as of July 2019 
** Source: Fidelity (FMR, LLC), as of 6/30/2020 
*** Source: Morningstar, Inc., as of 12/9/2019 
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Fidelity Total Market Index Fund (FSKAX) 


Firm Background* 


Fidelity Institutional Asset Management Trust Company (FIAM) is the US-based investment management 
subsidiary of Fidelity Management & Research (FRM). FRM is a large, privately-held, multi-service financial 
services firm founded in 1946 by Edward C. Johnson. FMR is currently under the leadership of CEO Abigail 
Johnson. Approximately 49% of FMR is owned by Ms. Johnson and other members of the Johnson family. 
51% is held by employees and former employees.  


FIAM was established in 2015 through the combination of Pyramis Global Advisors and Fidelity Financial 
Advisor Solutions, which served, respectively, institutional and retail investment management clients. The 
firm manages roughly $175 billion across fixed income (38%), multi-asset (32%), and equity (28%), with 
cash and alternatives comprising the balance.  Judy Marlinski is President of FIAM, She reports to Mike 
Dervin, Head of Fidelity Institutional at FMR.Organization: Satisfactory* 


FMR and, by extension, FIAM are highly complex and deeply intertwined organizations. Differences 
between functional business units and legal entities are often indistinct, but the high degree of involvement 
from the senior ranks of the FMR organization, particularly given the hands-on approach of FMR CEO 
Abigail Johnson, appear to manage this complexity effectively. FIAM is large, owing a portion of its success 
to the strong brand and distribution power of the parent company. The firm maintains a diversified client 
base and product line, as well as a strong investment culture. Senior leadership at FIAM has experienced 
some significant changes over the past two years, most notably the retirement of Charlie Morrison, FMR’s 
President of Asset Management, in December of 2018 and the departure of Scott Cuoto, President of FIAM 
in mid-2017. The President of FIAM reports into the President of Asset Management at FRM Additionally, 
the firm has experienced high profile sexual harassment claims in recent years, leading to some turnover 
among senior investment professionals. This may indicate that the firm has non-investment-related cultural 
issues, which can still damage the likelihood of success for the investment teams. However, senior 
management responded forcefully, and we will continue to monitor the organization for cultural and legal 
issues.Strategy** 


Fidelity® Total Market Index Fund seeks to provide investment results that correspond to the total return of 
a broad range of United States stocks. 


Normally investing at least 80% of assets in common stocks included in the Dow Jones U.S. Total Stock 
Market Index, which represents the performance of a broad range of U.S. stocks.  
 
Summary*** 


It effectively replicates the composition of the total U.S. stock market, which has been hard to beat over the 
long term. The fund’s low fee and broad diversification set it up for success. It earns a Morningstar Analyst 
Rating of Gold.  


The fund tracks the Dow Jones U.S. Total Stock Market Index, which includes nearly all U.S. stocks and 
weights them by market capitalization. Market-cap weighting pulls the portfolio toward the largest stocks, so 
the fund lands in the large-blend Morningstar Category. This broad market-cap-weighted index accurately 
reflects the composition of the U.S. large-cap market and harnesses the market’s collective wisdom. 
Compared with funds that target specific segments of the market, this fund isn’t prone to forced buying or 
selling that is the result of stocks entering or exiting a market segment. This should mitigate transaction 
costs and turnover, which is among the lowest in the large-blend category.  
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The market doesn’t always get prices right. Over short periods, investors may overreact and either drive 
prices too high or low. Market-cap weighting will increase or decrease exposure to stocks accordingly. This 
can at times lead to stock and sector level concentration. That said, the fund’s broad diversification and low-
cost advantage far outweigh these minor disadvantages.  


The fund is always fully invested, which should help it more fully capture the market’s returns over the long 
term than most of its category peers but could expose it to greater losses during market downturns. Unlike 
many of its active peers, this portfolio excludes stocks listed outside the United States. This should help the 
fund’s category-relative performance when U.S. stocks outperform foreign stocks but hurt when they lag.  


The fund charges 0.02%, which is its greatest strength. It builds on this cost advantage with low turnover, 
which helps mitigate transaction costs.  


Performance*** 


Over the trailing 15 years ended February 2020, the fund beat the category average by 151 basis points 
annualized, with slightly higher risk. Much of this outperformance can be attributed to the fund's cost 
advantage, lower-than-average cash drag, and more favorable stock exposure in the healthcare, financial 
services, and consumer defensive sectors compared with the category average.  


The fund ranked in the top half over the trailing three and five years through February 2020, consistently 
outperforming the category average while exhibiting slightly higher volatility. The fund also tended to hold up 
as well as most of its peers during downturns since inception, despite its lower-than-average cash balance.  


This portfolio is always fully invested, which helps its category-relative performance during bull markets but 
could hurt during bear markets. Most actively managed funds in the category keep larger cash balances on 
hand to meet redemptions.  


The fund has effectively tracked its index. Over the trailing five-year periods through February 2020, the 
fund trailed the Dow Jones U.S. Total Stock Market Index by 2 basis points, the amount of its expense ratio.   


Price*** 


It’s critical to evaluate expenses, as they come directly out of returns. The share class on this report levies a 
fee that ranks in its Morningstar category’s cheapest quintile. Based on our assessment of the fund’s 
People, Process and Parent pillars in the context of these fees, we think this share class will be able to 
deliver positive alpha relative to the category benchmark index, explaining its Morningstar Analyst Rating of 
Gold.  


Process: High*** 


The fund represents the entire investable U.S. equity market, effectively harnessing the market’s collective 
wisdom and diversifying risk. It earns a High Process rating.  


The fund tracks the Dow Jones U.S. Total Stock Market Index, which holds nearly every U.S. stock listed on 
a major U.S. exchange. This gives the fund lower turnover than index funds that track specific size 
segments of the market, as it is not subject to forced trade when holdings migrate up and down the market-
cap ladder. By sampling among the smallest stocks in the index, the fund can avoid trading the least-liquid 
names, which keeps transaction costs down. However, this fund’s large asset base allows it to replicate the 
index more completely than other total market funds. The fund holds about 3,450 out of 3,700 stocks in the 
index.  
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The portfolio managers reinvest dividends and use derivatives to equitize cash and keep pace with the 
benchmark. The fund has historically used securities lending to generate additional income to offset 
expenses.  


The fund mirrors the composition of the large-cap market, allowing the market to dictate its stock and sector 
weightings. This allows the fund to harness the market's collective view about the relative value of each 
stock and keeps turnover low; it is among the lowest in the category.  


The fund’s top 10 holdings account for about 20% of assets and the largest holding accounts for 4% of 
assets, which effectively diversifies firm-specific risk.  


Although it has a smaller market-cap orientation than the large-blend category average, this fund is 
representative of this category. Currently, the fund is slightly underweight in financial services and 
overweight in technology compared with the category average.  


Large companies tend to have greater competitive advantages compared with smaller companies, and this 
is evident here as close to 76% of the portfolio is invested in firms with wide or narrow moats. On average, 
the fund’s constituents generate 37% of their revenue overseas.  


People: Average*** 


Since early 2002, a team of quantitative specialists from Geode Capital Management has managed this 
fund. The team is experienced, but its support infrastructure does not stand out, and the team has 
experienced some turnover. It earns an Average People rating.  


The fund's multimanager approach mitigates the impact of departures. Four listed managers have been 
removed from the fund since September 2012, but most of these shuffled internally at Geode and did not 
leave the firm. Patrick Waddell, the longest-tenured member of the current six-person team, retired in 2019. 
Payal Gupta was hired in June 2019 to replace Waddell. Louis Bottari and Peter Matthew joined this team 
as assistant portfolio managers in 2009 and 2012, respectively. Since Waddell’s retirement, day-to-day 
management of the portfolio has been undertaken by Louis Bottari. Deane Gyllenhaal joined in April 2014 
and previously served as a portfolio manager at Hartford Investment Management. The team also added 
Tom Brussard and Robert Regan in the past year. Brussard started in August 2016 and has been an 
assistant portfolio manager with Geode since 2015. Regan joined in December 2016 and previously served 
as a portfolio manager at State Street Global Advisors.  


Manager compensation is tied to index-tracking performance, which helps align their interest with investors’. 
* Source: BNY Mellon Manager Research Group, as of July 2019 
** Source: Fidelity (FMR, LLC), as of 6/30/2020 
*** Source: Morningstar, Inc., as of 3/17/2020 
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Fidelity U.S. Bond Index Fund (FXNAX) 


Firm Background* 


Fidelity Institutional Asset Management Trust Company (FIAM) is the US-based investment management 
subsidiary of Fidelity Management & Research (FRM). FRM is a large, privately-held, multi-service financial 
services firm founded in 1946 by Edward C. Johnson. FMR is currently under the leadership of CEO Abigail 
Johnson. Approximately 49% of FMR is owned by Ms. Johnson and other members of the Johnson family. 
51% is held by employees and former employees.  


FIAM was established in 2015 through the combination of Pyramis Global Advisors and Fidelity Financial 
Advisor Solutions, which served, respectively, institutional and retail investment management clients. The 
firm manages roughly $175 billion across fixed income (38%), multi-asset (32%), and equity (28%), with 
cash and alternatives comprising the balance.  Judy Marlinski is President of FIAM, She reports to Mike 
Dervin, Head of Fidelity Institutional at FMR. 


Organization* 


FMR and, by extension, FIAM are highly complex and deeply intertwined organizations. Differences 
between functional business units and legal entities are often indistinct, but the high degree of involvement 
from the senior ranks of the FMR organization, particularly given the hands-on approach of FMR CEO 
Abigail Johnson, appear to manage this complexity effectively. FIAM is large, owing a portion of its success 
to the strong brand and distribution power of the parent company. The firm maintains a diversified client 
base and product line, as well as a strong investment culture. Senior leadership at FIAM has experienced 
some significant changes over the past two years, most notably the retirement of Charlie Morrison, FMR’s 
President of Asset Management, in December of 2018 and the departure of Scott Cuoto, President of FIAM 
in mid-2017. The President of FIAM reports into the President of Asset Management at FRM Additionally, 
the firm has experienced high profile sexual harassment claims in recent years, leading to some turnover 
among senior investment professionals. This may indicate that the firm has non-investment-related cultural 
issues, which can still damage the likelihood of success for the investment teams. However, senior 
management responded forcefully, and we will continue to monitor the organization for cultural and legal 
issues. 


Strategy** 


Fidelity® U.S. Bond Index Fund seeks to provide investment results that correspond to the aggregate price 
and interest performance of the debt securities in the Bloomberg Barclays U.S. Aggregate Bond Index.  


Normally investing at least 80% of the fund's assets in bonds included in the Bloomberg Barclays U.S. 
Aggregate Bond Index. Using statistical sampling techniques based on duration, maturity, interest rate 
sensitivity, security structure, and credit quality to attempt to replicate the returns of the Index using a 
smaller number of securities. Engaging in transactions that have a leveraging effect on the fund, including 
investments in derivatives - such as swaps (interest rate, total return, and credit default) and futures 
contracts - and forward-settling securities, to adjust the fund's risk exposure. Investing in Fidelity's central 
funds (specialized investment vehicles used by Fidelity funds to invest in particular security types or 
investment disciplines). 
 
Summary*** 
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Under our new ratings framework, which places greater emphasis on fees, the fund warrants an upgrade to 
a Morningstar Analyst Rating of Gold from Silver.  


The strategy tracks the Bloomberg Barclays U.S. Aggregate Bond Index, which includes investment-grade 
U.S. dollar-denominated bonds with at least one year until maturity. The index is weighted by market value, 
tilting the portfolio toward the largest, most liquid issues, which are easy to obtain and cheap to trade. This 
approach also harnesses the market’s collective wisdom about the relative value of each security. That 
said, bond issuing activity influences the composition of this portfolio.  


The U.S. government is the largest debt issuer in the United States, so the portfolio maintains a larger 
position in Treasuries relative to the intermediate core bond Morningstar Category average. The strategy 
invests nearly 70% of its assets in Treasuries and agency mortgaged-backed securities, which carry AAA 
ratings, while the corresponding figure for the category average is only about 45%. While this might limit the 
fund’s return potential, its lower credit risk should offer better downside protection.  


This portfolio has minimal credit risk, which can make it a low hurdle for active managers. That does not 
make this an unattractive proposition, as risk and return are highly correlated in the fixed-income market. 
Nearly 75% of the assets in this portfolio carry a AAA rating, making it one of the more conservative options 
in the category. Like most investment-grated portfolios, interest-rate risk is the biggest drivers of this fund’s 
returns. Its average effective duration is about 5.50 years as of February 2020, generally in line with the 
category average.  


While conservative, the fund’s corporate bond sleeve maintains a tilt toward BBB rated issues. As of 
February 2020, about 20% of the fund’s assets were in corporate bonds, while just under 10% of the fund’s 
assets were rated BBB.  


Performance*** 


The fund’s performance from its inception in May 2011 through March 2020 has been solid. It beat the 
category average by 30 basis points annually, which ranked in the category’s top third, largely thanks to its 
cost advantage.  


The fund’s category-relative performance is largely related to credit spreads, given its Treasury-heavy tilt. 
The fund has tended to outperform category peers during periods of widening credit spreads, and it has 
tended to lag during periods of tightening credit spreads. For example, the strategy outperformed its 
average category peer by 1.13% during 2011, as the ICE Bank of America BBB Option-Adjusted Spread, or 
OAS, widened by 1.04%. Conversely, the fund lagged the category average by 1.41% during 2012, as the 
OAS tightened by 1.07%.  


The fund’s conservative credit risk should help it weather periods of market turmoil better than most of its 
category peers. For instance, the strategy did not decline by nearly as much as its average peer during the 
onset of the novel coronavirus economic crisis, between Feb. 20, 2020, and March 22, 2020. During that 
time, the fund fell by 2.01% while the category average fell by 3.75%.  


Over the trailing five years through March 2020, the strategy’s returns matched its index.  


Price*** 


It’s critical to evaluate expenses, as they come directly out of returns. The share class on this report levies a 
fee that ranks in its Morningstar category’s cheapest quintile. Based on our assessment of the fund’s 
People, Process and Parent pillars in the context of these fees, we think this share class will be able to 
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deliver positive alpha relative to the category benchmark index, explaining its Morningstar Analyst Rating of 
Gold.  


Process: Above Average*** 


This portfolio replicates the composition of the U.S.-dollar-denominated investment-grade bond market, 
effectively harnessing the market’s collective wisdom about the relative value of each bond. This is a sound 
approach because it promotes low turnover, is cost-effective, and because the market does a decent job 
pricing these bonds. It earns an Above Average Process Pillar rating.  


The strategy employs representative sampling to track the performance of the Aggregate Index, which 
includes investment-grade U.S.-dollar-denominated bonds with at least one year until maturity. Qualifying 
bonds must have at least $300 million in outstanding face value. The index weights its holdings by their 
market value and is rebalanced monthly. This yields a conservative portfolio, which limits its return potential 
but also cuts downside risk.  


The composition of the portfolio is conservative, reflecting the size and quality of the U.S. investment-grade 
bond market. The amount of debt issued by the U.S. Treasury Department grew sharply since the global 
financial crisis, and the portfolio maintains a larger percentage of its assets in Treasury bonds as a result.  


As of February 2020, approximately 45% of the fund’s assets were in Treasury bonds, versus the category 
average of slightly less than 25%. The bulk of the fund’s remaining balance is composed of agency MBS 
and corporate debt, which represent about 25% and 22% of the portfolio’s assets, respectively. While this 
limit’s the fund’s potential for returns, it also limits potential losses.  


Although it represents only about one fifth of the portfolio, the fund’s corporate bond sleeve contains most of 
the fund’s credit risk. In addition to the growth of the Treasury bonds, the U.S. corporate bond market also 
grew in response to the global financial crisis, as companies issued debt to capitalize on low interest rates. 
As a result, BBB corporate bonds grew rapidly and now represent about half of the market value of all 
investment-grade corporate bonds. Accordingly, nearly 10% of the strategy’s assets are rated BBB.  


The strategy’s interest-rate risk is line with category peers. As of February 2020, its average effective 
duration was 5.5 years.  


People: Above Average*** 


Fidelity maintains a relatively small portfolio management team, but the team enjoys strong support from 
Fidelity’s broader fixed-income portfolio management department. As a result, it enjoys the benefits of a 
large and experienced team supported by a centralized trading desk, which mitigates key-person risk. This 
team earns an Above Average People rating.  


Brandon Bettencourt and Jay Small have managed this fund since 2014 and 2015, respectively. Prior to 
serving as portfolio managers, Bettencourt was a portfolio analyst while Small was a corporate bond trader. 
Two quantitative research analysts assist the named managers.  


The portfolio managers are primarily responsible for managing the daily operations of the fund. The quant 
analysts act as an extension of the portfolio managers, applying input from Fidelity’s research team to help 
mitigate index-tracking error. The portfolio managers benefit from the technical expertise of the quant 
analysts when identifying baskets of securities for creations or redemptions.  
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Independent oversight of the fund is provided by the office of the chief investment officer, who leads a team 
that independently reviews the index portfolios and index-tracking performance. Fidelity links manager 
compensation to index-tracking performance, aligning managers’ interest with investors’.   


* Source: BNY Mellon Manager Research Group, as of July 2019 
** Source: Fidelity (FMR, LLC), as of 6/30/2020 
*** Source: Morningstar, Inc., as of 4/1/2020 
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JPMorgan U.S. Government Money Market Fund Capital Shares (OGVXX) 


Firm Background* 


JPMorgan Chase & Co. (JPMorgan Chase or JPM) was founded in New York in 1871 as Drexel, Morgan & 
Co. by J. Pierpont Morgan and Anthony Drexel. JPMorgan Chase is an amalgamation of more than 1,200 
predecessor institutions including: The Chase Manhattan Corp. with which JPM merged in 2000; Bank One 
Corporation which merged with JPM in 2004; and The Bear Stearns Companies Inc., which JPM acquired in 
2008. JPMorgan Chase, which is listed on the New York Stock Exchange (Ticker: JPM), is segmented into 
the following business lines: J.P. Morgan Corporate & Investment Bank, Asset Management, Commercial 
Banking, and Chase Consumer & Community Banking. 


J.P. Morgan Asset Management, Inc. (JPMAM) is the brand name for the asset management business of 
JPMorgan Chase. JPMAM is segmented into Global Wealth Management (The Private Bank, Private 
Wealth Management and J.P. Morgan Securities) and Global Investment Management (Institutional, Retail, 
Defined Contribution, Endowments and Foundations, and Insurance).  


J.P. Morgan Investment Management, Inc. (JPMIM or the Firm) was incorporated in February 1984. The 
Firm is an indirect, wholly-owned subsidiary of JPMorgan Chase and operates as an SEC-registered 
investment adviser under JPMAM. JPMIM has autonomous investment platforms segmented into three 
asset classes: its fixed income platforms (opportunistic, global top/down-bottom/up, and global Cash), its 
equity platform (quantitative and fundamental capabilities spanning regions, styles and market 
capitalizations), and the alternative platform (hedge funds, real estate & infrastructure, and private equity). 
JPMIM’s solutions team, the Global Multi-Asset Group, also oversees a portion of the Firm’s assets. 


Organization: Satisfactory* 


JPMAM is an amalgamation of internally developed and externally acquired investment teams. The Firm 
provides plentiful support resources to strategies in terms of capital, technology, and investment and client 
service personnel. It is also diversified by asset class as well as by client base. The track record of business 
leadership and strategic decisions at the various divisions within JPMAM is mixed. Regarding equity and 
alternatives strategies, the Firm has a history of successfully integrating acquired teams and rationalizing 
products, launching innovative products, and allowing investment teams to maintain a significant level of 
autonomy. Also positive, leadership compensates portfolio managers by fund performance rather than asset 
levels, and allows portfolio managers to close strategies that reach capacity. Conversely, we are concerned 
with a series of meaningful changes within the fixed income division in recent years. Most notably, JPMAM 
has integrated its previously autonomous and philosophically different fixed income platforms (Columbus 
and New York) under one investment leadership, paving the way for further functional integrations, possibly 
in research and trading. We believe these changes may compromise the very distinct investment approach 
of the Columbus-based team. They could also erode the culture and stability of that team. 


Strategy**  


The JPMorgan U.S. Government Money Market Fund seeks high current income with liquidity and stability 
of principal. 


The Fund invests exclusively in high-quality, short-term securities that are issued or guaranteed by the U.S. 
government or by U.S. government agencies and instrumentalities. 


Some of the securities purchased by the Fund may be subject to repurchase agreements. 
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The Fund will comply with SEC rules applicable to all money market funds, including Rule 2a-7 under the 
Investment Company Act of 1940. 


Summary 


This fund has not been rated by Morningstar, Inc. 


Performance 


This fund has not been rated by Morningstar, Inc. 


Price 


This fund has not been rated by Morningstar, Inc. 


Process 


This fund has not been rated by Morningstar, Inc. 


People 


This fund has not been rated by Morningstar, Inc.  


* Source: BNY Mellon Manager Research Group, as of July 2019 
** Source: J.P. Morgan Asset Management, as of 6/30/2020 
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Schwab Total Stock Market Index Fund® (SWTSX) 


Firm Background* 


Charles Schwab Investment Management, Inc., (CSIM or the Firm), was founded in 1989 as a wholly-
owned subsidiary of The Charles Schwab Corporation (Schwab), a publicly held company. Initially founded 
to serve as the investment adviser to the Schwab Money Funds, CSIM now provides advisory services to 
proprietary mutual funds, separately managed accounts participating in wrap programs, exchange-traded 
funds, and collective trust funds. CSIM is headquartered in San Francisco, CA, with operations also residing 
in Colorado and California. The Firm has more than 500 employees, including approximately 80 investment 
professionals. Jonathan de St. Paer currently serves as the Firm’s President (since October 1, 2018) and 
CEO (since April 1, 2019). The majority of CSIM’s asset base resides in passive index (52%) and money 
market (38%) strategies.  The remainder is in active and target date/asset allocation strategies. 


Schwab was founded in 1971 by Charles Schwab as a full service brokerage firm. Since its founding 
Schwab has expanded its services to include investment management for retail and institutional clients, as 
well as traditional banking and lending. 


Organization: Satisfactory* 


In our view, CSIM has grown into one of the larger asset management companies in the U.S. and is a 
substantial provider of retail index funds, money market funds, and exchange traded funds. While there 
have been changes to the Firm’s senior management team since its founding, we believe the transitioning 
of leadership has been thoughtfully executed. Further, we believe the Firm has effectively expanded its 
product base over time and placed adequate resources to support its strategies and business segments. 
We believe the Firm’s client base is diverse, as its products have gained acceptance across both retail and 
institutional client segments. 


Strategy** 


The investment seeks to track the total return of the entire U.S. stock market, as measured by the Dow 
Jones U.S. Total Stock Market IndexSM. The fund generally invests at least 80% of its net assets (including, 
for this purpose, any borrowings for investment purposes) in these stocks; typically, the actual percentage is 
considerably higher. It generally gives the same weight to a given stock as the index does. The fund may 
invest in derivatives, principally futures contracts, and lend its securities to minimize the gap in performance 
that naturally exists between any index fund and its corresponding index. 


Summary*** 


It effectively replicates the composition of the total U.S. stock market, which has been hard to beat over the 
long term. The fund’s low fee and broad diversification set it up for success. It earns a Morningstar Analyst 
Rating of Gold.  


The fund tracks the Dow Jones U.S. Total Stock Market Index, which includes nearly all U.S. stocks and 
weights them by market capitalization. Market-cap weighting pulls the portfolio toward the largest stocks, so 
the fund lands in the large-blend Morningstar Category. This broad market-cap-weighted index accurately 
reflects the composition of the U.S. large-cap market and harnesses the market’s collective wisdom. 
Compared with funds that target specific segments of the market, this fund isn’t prone to forced buying or 
selling that is the result of stocks entering or exiting a market segment. This should mitigate transaction 
costs and turnover, which is among the lowest in the large-blend category.  
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The market doesn’t always get prices right. Over short periods, investors may overreact and either drive 
prices too high or low. Market-cap weighting will increase or decrease exposure to stocks accordingly. This 
can at times lead to stock- and sector-level concentration. That said, the fund’s broad diversification and 
low-cost advantage far outweigh these minor disadvantages.  


The fund is always fully invested, which should help it more fully capture the market’s returns over the long 
term than most of its category peers but could expose it to greater losses during market downturns. Unlike 
many of its active peers, this portfolio excludes stocks listed outside the U.S. This should help the fund’s 
category-relative performance when U.S. stocks outperform foreign stocks but hurt when they lag.  


The fund charges 0.03%, which is its greatest strength. It builds on this cost advantage with low turnover, 
which helps mitigate transaction costs. Long-term investors will likely come out ahead with this fund 
compared with more expensive options. 


Performance*** 


Over the trailing 15 years through February 2020, the fund beat the category average by 152 basis points 
annualized, with slightly higher risk. Much of this outperformance can be attributed to the fund's cost 
advantage, lower-than-average cash drag, and more favorable stock exposure in the healthcare, financial 
services, and consumer defensive sectors compared with the category average.  


The fund ranked in the top quartile over the trailing 10 and 15 years through February 2020, consistently 
outperforming the category average while exhibiting slightly higher volatility. The fund also tended to hold up 
as well as most of its peers during downturns since inception, despite its lower-than-average cash balance.  


This portfolio is always fully invested, which helps its category-relative performance during bull markets but 
could hurt during bear markets. Most actively managed funds in the category keep larger cash balances on 
hand to meet redemptions.  


The fund has effectively tracked its index. Over the trailing five-year periods through February 2020, the 
fund trailed the Dow Jones U.S. Total Stock Market Index by 3 basis points, the amount of its expense ratio. 


Price*** 


It’s critical to evaluate expenses, as they come directly out of returns. The share class on this report levies a 
fee that ranks in its Morningstar category’s cheapest quintile. Based on our assessment of the fund’s 
People, Process and Parent pillars in the context of these fees, we think this share class will be able to 
deliver positive alpha relative to the category benchmark index, explaining its Morningstar Analyst Rating of 
Gold.  


Process: High*** 


The fund represents the entire investable U.S. equity market, effectively harnessing the market’s collective 
wisdom and diversifying risk. It earns a High Process rating.  


The fund tracks the Dow Jones U.S. Total Stock Market Index, which holds nearly every U.S. stock listed on 
a major U.S. exchange. This gives the fund lower turnover than index funds that track specific size 
segments of the market, as it is not subject to forced trade when holdings migrate up and down the market-
cap ladder. By sampling among the smallest stocks in the index, the fund can avoid trading the least-liquid 
names, which keeps transaction costs down. However, this fund’s large asset base allows it to replicate the 
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index more completely than other total market funds. The fund holds about 2,900 out of 3,700 stocks in the 
index.  


The portfolio managers reinvest dividends and use derivatives to equitize cash and keep pace with the 
benchmark. The fund has historically used securities lending to generate additional income to offset 
expenses.  


The fund mirrors the composition of the large-cap market, allowing the market to dictate its stock and sector 
weightings. This allows the fund to harness the market's collective view about the relative value of each 
stock and keeps turnover low, which is among the lowest in the category.  


The fund’s top 10 holdings account for about 20% of assets and the largest holding accounts for 4% of 
assets, which effectively diversifies firm-specific risk.  


Although it has a smaller market cap orientation than the large-blend category average, this fund is 
representative of this category. Currently, the fund is slightly underweight in financial services and 
overweight in technology compared with the category average.  


Large companies tend to have greater competitive advantages compared to smaller companies and this is 
evident here as close to 76% of the portfolio is invested in firms with wide or narrow moats. On average, the 
fund’s constituents generate 37% of their revenue overseas.   


People: Average*** 


The team is competent and experienced, but many of its members haven't worked together long. 
Additionally, its supporting infrastructure does not stand out, so it earns an Average People Pillar rating.  


Schwab’s passive equity funds follow a team approach under the direction of Chris Bliss, who leads the 
firm's equity index portfolio management team and is a named manager on this fund. Bliss joined Schwab in 
September 2016 after spending 12 years at BlackRock. Ferian Juwono and Sabya Sinha are also listed 
portfolio managers on the fund. Juwono joined Schwab in 2010 and became a named comanager on the 
fund in 2011. He previously spent three years as an equity index portfolio manager at Barclays Global 
Investors. Sinha joined the firm in 2015 from F-Squared investments, where he worked in product 
development. Prior to that, Sinha served as an index portfolio manager at IndexIQ from 2011 to 2014, and 
as a portfolio manager at Columbia Management from 2006 to 2010.  


These three managers are listed on most of Schwab's U.S. equity index portfolios. None of the listed 
portfolio managers are currently invested in this fund, but managers' incentives are aligned with 
shareholders' through a bonus structure that rewards managers based on index-relative performance and 
compliance with risk oversight.   
 
* Source: BNY Mellon Manager Research Group, as of September 2019 
** Source: Charles Schwab Investment Management, Inc. (CSIM), as of 6/30/2020 
*** Source: Morningstar, Inc., as of 3/19/2020 
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Schwab® Treasury Inflation Protected Securities Index Fund (SWRSX) 


Firm Background* 


Charles Schwab Investment Management, Inc., (CSIM or the Firm), was founded in 1989 as a wholly-
owned subsidiary of The Charles Schwab Corporation (Schwab), a publicly held company. Initially founded 
to serve as the investment adviser to the Schwab Money Funds, CSIM now provides advisory services to 
proprietary mutual funds, separately managed accounts participating in wrap programs, exchange-traded 
funds, and collective trust funds. CSIM is headquartered in San Francisco, CA, with operations also residing 
in Colorado and California. The Firm has more than 500 employees, including approximately 80 investment 
professionals. Jonathan de St. Paer currently serves as the Firm’s President (since October 1, 2018) and 
CEO (since April 1, 2019). The majority of CSIM’s asset base resides in passive index (52%) and money 
market (38%) strategies.  The remainder is in active and target date/asset allocation strategies. 


Schwab was founded in 1971 by Charles Schwab as a full service brokerage firm. Since its founding 
Schwab has expanded its services to include investment management for retail and institutional clients, as 
well as traditional banking and lending. 


Organization: Satisfactory* 


In our view, CSIM has grown into one of the larger asset management companies in the U.S. and is a 
substantial provider of retail index funds, money market funds, and exchange traded funds. While there 
have been changes to the Firm’s senior management team since its founding, we believe the transitioning 
of leadership has been thoughtfully executed. Further, we believe the Firm has effectively expanded its 
product base over time and placed adequate resources to support its strategies and business segments. 
We believe the Firm’s client base is diverse, as its products have gained acceptance across both retail and 
institutional client segments. 


Strategy** 


The investment seeks as closely as possible, before fees and expenses, the total return of the Bloomberg 
Barclays US Treasury Inflation-Linked Bond Index (Series-L)SM. To pursue its goal, the fund generally 
invests in securities that are included in the index. The index includes all publicly-issued TIPS that have at 
least one year remaining to maturity, are rated investment grade and have $500 million or more of 
outstanding face value. The TIPS in the index must be denominated in U.S. dollars and must be fixed-rate 
and non-convertible. 


Summary 


This fund has not been rated by Morningstar, Inc. 


Performance 


This fund has not been rated by Morningstar, Inc. 


Price 


This fund has not been rated by Morningstar, Inc. 


Process 
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This fund has not been rated by Morningstar, Inc. 


People 


This fund has not been rated by Morningstar, Inc.  


* Source: BNY Mellon Manager Research Group, as of September 2019 
** Source: Charles Schwab Investment Management, Inc. (CSIM), as of 6/30/2020 
  







LOCKWOOD INVESTMENT ADVISORY REPORT SECOND QUARTER 2020 


 


98 







LOCKWOOD INVESTMENT ADVISORY REPORT SECOND QUARTER 2020 


 


99 







LOCKWOOD INVESTMENT ADVISORY REPORT SECOND QUARTER 2020 


 


100 







LOCKWOOD INVESTMENT ADVISORY REPORT SECOND QUARTER 2020 


 


101 







LOCKWOOD INVESTMENT ADVISORY REPORT SECOND QUARTER 2020 


 


102 







LOCKWOOD INVESTMENT ADVISORY REPORT SECOND QUARTER 2020 


 


103 







LOCKWOOD INVESTMENT ADVISORY REPORT SECOND QUARTER 2020 


 


104 







LOCKWOOD INVESTMENT ADVISORY REPORT SECOND QUARTER 2020 


 


105 







LOCKWOOD INVESTMENT ADVISORY REPORT SECOND QUARTER 2020 


 


106 







LOCKWOOD INVESTMENT ADVISORY REPORT SECOND QUARTER 2020 


 


107 







LOCKWOOD INVESTMENT ADVISORY REPORT SECOND QUARTER 2020 


 


108 







LOCKWOOD INVESTMENT ADVISORY REPORT SECOND QUARTER 2020 


 


109 


Vanguard Emerging Markets Government Bond Index Fund Institutional 
Shares (VGIVX) 


Firm Background* 


The Vanguard Group, Inc. is one of the largest providers of low-cost mutual funds and index-tracking 
products. Jack Bogle founded Vanguard in 1975 with the philosophy that low costs are crucial to generate 
consistently attractive investment performance. Vanguard was the first firm to provide widespread passive 
index products to retail investors. Over time, Vanguard expanded its product set to include various asset 
classes and actively managed funds. Vanguard’s active products are either managed internally or 
subadvised by external asset managers. Equity strategies represent more than two-thirds of firm assets, 
fixed income strategies account for approximately 25% of assets, and cash and multi-asset strategies 
comprise the balance of assets. The firm’s client mix is approximately 60% institutional and 40% retail 
investors.  


Headquartered in Malvern, PA, Vanguard employs over 17,000 people. The firm has offices around the 
world, but investment management is concentrated in a limited number of them (Malvern; Melbourne, 
Australia; and London, UK). The firm is owned by its own investment funds, which are, in turn, owned by 
their shareholders. As a result, Vanguard’s fund investors indirectly own the firm. Fund management fees 
pay for the firm’s expenses and Vanguard reinvests profits to lower future expense ratios. Effective January 
1, 2018, Tim Buckley succeeded William McNabb as Vanguard’s Chief Executive Officer. Mr. Buckley 
joined the firm in 1991 and has held a number of senior leadership positions during his tenure. Mr. McNabb 
will remain chairman of Vanguard’s board, a role he has held since 2009. 


Organization: Satisfactory (4 out of 5)* 


Vanguard has a decades-long legacy of client service and thoughtful product development that dates to its 
founding as an indexing provider. It launches funds after thorough consideration of where it believes product 
offerings are consistent with investor interests as well as the firm’s philosophy and long-term focus. In our 
view, Vanguard’s mutual fund ownership structure has both advantages and disadvantages. For instance, 
the firm’s trademark low fees provide Vanguard with a persistent return advantage over peers, which 
contributes to the strength of the franchise. These low fees are a direct result of the ownership structure, 
which has also greatly contributed to the firm’s considerable level of assets under management. On the 
other hand, a disadvantage of the firm’s ownership structure is that it does not allow employees to benefit 
from a profit sharing or equity compensation scheme; although, Vanguard does make use of deferred bonus 
compensation for key executives and investment professionals. The firm actively rotates senior employees 
across roles and disciplines. While this may result in longevity and broad perspectives, it reduces 
specialization and tenure in the roles left behind. Vanguard has experienced tremendous growth over the 
past decade to become one of the world’s largest asset managers. Along with this growth, the firm has had 
to address the issues that often accompany a significant increase in AUM. 


Strategy** 


Vanguard Emerging Markets Government Bond Index Fund seeks to track the performance of a benchmark 
index that measures the investment return of U.S. dollar-denominated bonds issued by governments and 
government related issuers in emerging markets countries. 


The fund employs an indexing investment approach designed to track the performance of the Bloomberg 
Barclays USD Emerging Markets Government RIC Capped Index. The index includes U.S. dollar-
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denominated bonds that have maturities longer than one year and that were issued by emerging market 
governments and government agencies, as well as government-owned corporations. 


The fund invests by sampling the index, meaning that it holds a range of securities that, in the aggregate, 
approximates the full index in terms of key risk factors and other characteristics. All of the fund’s 
investments will be selected through the sampling process, and at least 80% of the fund’s assets will be 
invested in bonds included in the index. The fund maintains a dollar-weighted average maturity consistent 
with that of the index, which generally ranges between 10 and 15 years.  


Summary 


This fund has not been rated by Morningstar, Inc. 


Performance 


This fund has not been rated by Morningstar, Inc. 


Price 


This fund has not been rated by Morningstar, Inc. 


Process 


This fund has not been rated by Morningstar, Inc. 


People 


This fund has not been rated by Morningstar, Inc.  


* Source: BNY Mellon Manager Research Group, as of December 2019 
** Source: Vanguard Group, Inc., as of 6/30/2020  
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Vanguard Long-Term Treasury Index Fund Institutional Shares (VLGIX) 


Firm Background* 


The Vanguard Group, Inc. is one of the largest providers of low-cost mutual funds and index-tracking 
products. Jack Bogle founded Vanguard in 1975 with the philosophy that low costs are crucial to generate 
consistently attractive investment performance. Vanguard was the first firm to provide widespread passive 
index products to retail investors. Over time, Vanguard expanded its product set to include various asset 
classes and actively managed funds. Vanguard’s active products are either managed internally or 
subadvised by external asset managers. Equity strategies represent more than two-thirds of firm assets, 
fixed income strategies account for approximately 25% of assets, and cash and multi-asset strategies 
comprise the balance of assets. The firm’s client mix is approximately 60% institutional and 40% retail 
investors.  


Headquartered in Malvern, PA, Vanguard employs over 17,000 people. The firm has offices around the 
world, but investment management is concentrated in a limited number of them (Malvern; Melbourne, 
Australia; and London, UK). The firm is owned by its own investment funds, which are, in turn, owned by 
their shareholders. As a result, Vanguard’s fund investors indirectly own the firm. Fund management fees 
pay for the firm’s expenses and Vanguard reinvests profits to lower future expense ratios. Effective January 
1, 2018, Tim Buckley succeeded William McNabb as Vanguard’s Chief Executive Officer. Mr. Buckley 
joined the firm in 1991 and has held a number of senior leadership positions during his tenure. Mr. McNabb 
will remain chairman of Vanguard’s board, a role he has held since 2009. 


Organization: Satisfactory (4 out of 5)* 


Vanguard has a decades-long legacy of client service and thoughtful product development that dates to its 
founding as an indexing provider. It launches funds after thorough consideration of where it believes product 
offerings are consistent with investor interests as well as the firm’s philosophy and long-term focus. In our 
view, Vanguard’s mutual fund ownership structure has both advantages and disadvantages. For instance, 
the firm’s trademark low fees provide Vanguard with a persistent return advantage over peers, which 
contributes to the strength of the franchise. These low fees are a direct result of the ownership structure, 
which has also greatly contributed to the firm’s considerable level of assets under management. On the 
other hand, a disadvantage of the firm’s ownership structure is that it does not allow employees to benefit 
from a profit sharing or equity compensation scheme; although, Vanguard does make use of deferred bonus 
compensation for key executives and investment professionals. The firm actively rotates senior employees 
across roles and disciplines. While this may result in longevity and broad perspectives, it reduces 
specialization and tenure in the roles left behind. Vanguard has experienced tremendous growth over the 
past decade to become one of the world’s largest asset managers. Along with this growth, the firm has had 
to address the issues that often accompany a significant increase in AUM. 


Strategy** 


Vanguard Long-Term Treasury Index Fund seeks to track the performance of a market-weighted Treasury 
index with a long-term dollar-weighted average maturity. 


The fund employs an index sampling technique to select securities. Using sophisticated computer 
programs, the fund’s advisor generally selects a representative sample of securities that approximates the 
full target index in terms of key risk factors and other characteristics. 
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These factors include duration, cash flow, quality, and callability of the underlying bonds. In addition, the 
fund keeps sector and subsector exposure within tight boundaries relative to its target index. Because the 
fund does not hold all issues in its target index, some of the issues (and issuers) that are held will likely be 
overweighted (or underweighted) compared with the target index. The maximum overweight (or 
underweight) is constrained at the issuer level with the goal of producing well-diversified credit exposure in 
the portfolio. 


Summary 


This fund has not been rated by Morningstar, Inc. 


Performance 


This fund has not been rated by Morningstar, Inc. 


Price 


This fund has not been rated by Morningstar, Inc. 


Process 


This fund has not been rated by Morningstar, Inc. 


People 


This fund has not been rated by Morningstar, Inc.  


* Source: BNY Mellon Manager Research Group, as of December 2019 
** Source: Vanguard Group, Inc., as of 6/30/2020 
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Vanguard Total Bond Market Index Fund Institutional Plus Shares (VBMPX) 


Firm Background* 


The Vanguard Group, Inc. is one of the largest providers of low-cost mutual funds and index-tracking 
products. Jack Bogle founded Vanguard in 1975 with the philosophy that low costs are crucial to generate 
consistently attractive investment performance. Vanguard was the first firm to provide widespread passive 
index products to retail investors. Over time, Vanguard expanded its product set to include various asset 
classes and actively managed funds. Vanguard’s active products are either managed internally or 
subadvised by external asset managers. Equity strategies represent more than two-thirds of firm assets, 
fixed income strategies account for approximately 25% of assets, and cash and multi-asset strategies 
comprise the balance of assets. The firm’s client mix is approximately 60% institutional and 40% retail 
investors.  


Headquartered in Malvern, PA, Vanguard employs over 17,000 people. The firm has offices around the 
world, but investment management is concentrated in a limited number of them (Malvern; Melbourne, 
Australia; and London, UK). The firm is owned by its own investment funds, which are, in turn, owned by 
their shareholders. As a result, Vanguard’s fund investors indirectly own the firm. Fund management fees 
pay for the firm’s expenses and Vanguard reinvests profits to lower future expense ratios. Effective January 
1, 2018, Tim Buckley succeeded William McNabb as Vanguard’s Chief Executive Officer. Mr. Buckley 
joined the firm in 1991 and has held a number of senior leadership positions during his tenure. Mr. McNabb 
will remain chairman of Vanguard’s board, a role he has held since 2009. 


Organization: Satisfactory (4 out of 5)* 


Vanguard has a decades-long legacy of client service and thoughtful product development that dates to its 
founding as an indexing provider. It launches funds after thorough consideration of where it believes product 
offerings are consistent with investor interests as well as the firm’s philosophy and long-term focus. In our 
view, Vanguard’s mutual fund ownership structure has both advantages and disadvantages. For instance, 
the firm’s trademark low fees provide Vanguard with a persistent return advantage over peers, which 
contributes to the strength of the franchise. These low fees are a direct result of the ownership structure, 
which has also greatly contributed to the firm’s considerable level of assets under management. On the 
other hand, a disadvantage of the firm’s ownership structure is that it does not allow employees to benefit 
from a profit sharing or equity compensation scheme; although, Vanguard does make use of deferred bonus 
compensation for key executives and investment professionals. The firm actively rotates senior employees 
across roles and disciplines. While this may result in longevity and broad perspectives, it reduces 
specialization and tenure in the roles left behind. Vanguard has experienced tremendous growth over the 
past decade to become one of the world’s largest asset managers. Along with this growth, the firm has had 
to address the issues that often accompany a significant increase in AUM. 


Fund Strategy** 


Vanguard Total Bond Market Index Fund seeks to track the performance of a broad, market-weighted bond 
index. 


The fund employs an indexing investment approach designed to track the performance of the Bloomberg 
Barclays U.S. Aggregate Float Adjusted Bond Index. This index measures a wide spectrum of public, 
investment-grade, taxable, fixed income securities in the United States—including government, corporate, 
and international dollar-denominated bonds, as well as mortgage-backed and asset-backed securities, all 
with maturities of more than 1 year. The fund invests by sampling the index, meaning that it holds a range of 
securities that, in the aggregate, approximate the full index in terms of key risk factors and other 
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characteristics. All of the fund’s investments will be selected through the sampling process, and at least 
80% of the fund’s assets will be invested in bonds held in the index. The fund maintains a dollar-weighted 
average maturity consistent with that of the index, which currently ranges between 5 and 10 years. 


Summary*** 


Vanguard Total Bond Market Index is a great core bond holding. Under our enhanced ratings framework, 
which places a greater emphasis on fees, the Morningstar Analyst Rating for the strategy’s cheapest share 
classes has been upgraded to Gold from Silver. The strategy’s more expensive Admiral and Investor share 
classes are rated Silver and Bronze rating, respectively.  


The strategy tracks the Bloomberg Barclays U.S. Aggregate Float-Adjusted Index, which includes 
investment-grade U.S. dollar-denominated bonds with at least one year until maturity. The index is weighted 
by market-value, tilting the portfolio toward the largest, most liquid issues, which tend to be easy to obtain 
and cheap to trade. The float adjustment excludes the value of bonds held by the Federal reserve from the 
weighting calculations, which slightly increases the fund’s exposure to agency mortgage-backed securities. 
The float adjustment should not have a material impact. The fund’s weighting approach harnesses the 
market’s collective wisdom about the relative value of each security. That said, bond issuing activity 
influences the composition of this portfolio.  


The U.S. government is the largest debt issuer in the nation, so the portfolio maintains a larger position in 
treasuries relative to the intermediate core bond Morningstar Category average. The strategy invests just 
about 65% of its assets in treasuries and agency MBS, which carry AAA ratings, while the category average 
is about 45%. While this might limit the fund’s return potential, its lower credit risk should offer better 
downside protection.  


This is a conservative portfolio with minimal credit risk, which can make it a low hurdle for active managers. 
That does not make this an unattractive investment, as risk and return are highly correlated in the fixed-
income market. Approximately 65% of the assets in this portfolio carry an AAA rating, making it one of the 
more conservative options in the category. After controlling for risk, this portfolio is tougher to beat. 


Performance*** 


The fund’s performance during the trailing 10 years through May 2020 has been solid. It beat the category 
average by 6 basis points annually, ranking in the category’s middle third, as its cost advantage offset the 
lower returns from its more conservative portfolio.  


The fund’s category-relative performance is largely related to credit spreads, given its Treasury-heavy tilt. 
The fund has tended to outperform category peers when credit spreads widen, and lag when they tighten. 
For example, it outperformed its average category peer by 93 basis points during 2011, as the ICE Bank of 
America BBB OAS Spread widened by 1.04%. Conversely, the fund lagged the category average by 1.61% 
during 2012, as that spread tightened by 1.07%.  


The fund’s conservative credit risk should help it weather periods of market turmoil better than most 
category peers. For instance, it did not decline by nearly as much as the category average during the onset 
of the coronavirus-driven crisis between Feb. 19 and March 23, 2020. During that time, the exchange-
traded share class fell by 1.04%, while the category average fell by 3.15%.  


Like most investment-grade bond funds, interest-rate risk is the primary driver of this portfolio’s absolute 
returns. 
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Price*** 


It’s critical to evaluate expenses, as they come directly out of returns. The share class on this report levies a 
fee that ranks in its Morningstar category’s cheapest quintile. Based on our assessment of the fund’s 
People, Process and Parent pillars in the context of these fees, we think this share class will be able to 
deliver positive alpha relative to the category benchmark index, explaining its Morningstar Analyst Rating of 
Gold. 


Process: Above Average*** 


This portfolio replicates the composition of the U.S.-dollar-denominated investment-grade bond market, 
effectively harnessing the market’s collective wisdom about the relative value of each bond. This is a sound 
approach because it promotes low turnover, it is cost-effective, and the market does a decent job pricing 
these bonds. It earns an Above Average Pillar process rating.  


The strategy employs representative sampling to track the performance of the Bloomberg Barclays U.S. 
Aggregate Float-Adjusted Index, which includes investment-grade U.S.-dollar-denominated bonds with at 
least one year until maturity. Qualifying bonds must have at least $300 million in outstanding face value. 
The float adjustment excludes holdings in the Federal Reserve’s account, which should not have a 
significant impact on the composition of the portfolio.  


The index weights its holdings by market value and is rebalanced monthly. This yields a conservative 
portfolio, which limits its return potential but also cuts downside risk and makes this a good complement for 
stock holdings.  


While it may seem risky to allocate larger weightings to bigger debt issuers, this is a very conservative 
portfolio, largely because U.S. Treasury and agency MBS represent most of the U.S. investment-grade 
market. These securities are rated AAA.  


As of May 2020, just about 40% of the fund’s assets were in Treasury bonds, while the corresponding figure 
for the category average is slightly more than 20%. The bulk of the fund’s remaining balance is composed 
of corporate bonds and agency MBS, which represent about 28% and 23% of the portfolio’s assets, 
respectively. While this limits the fund’s potential for returns, it also limits potential losses.  


Although corporate bonds only represent about one fourth of the portfolio, these holdings are where most of 
the fund’s credit risk resides. In addition to the growth of the Treasury bonds, the U.S. corporate bond 
market also grew in response to the financial crisis of 2008, as companies issued debt to capitalize on low 
interest rates. As a result, BBB rated corporate bonds grew rapidly and now represent about half of the 
market value of all investment-grade corporate bonds. Accordingly, just over 15% of the strategy’s assets 
are rated BBB.  


The fund’s interest-rate risk is line with the intermediate core bond category average. As of May 2020, its 
average effective duration was 6.0 years. 


People: Above Average*** 


An experienced team manages all of Vanguard's fixed-income index strategies, supporting a positive 
People Pillar rating.  
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Joshua Barrickman was named as manager in 2013. He has worked in investment management at 
Vanguard since 1999 and managed investment portfolios since 2005. In 2013, he was promoted to head of 
Vanguard’s Bond Index Group.  


Portfolio management at Vanguard is a team effort, so key-person risk is not a concern. Barrickman leads a 
team of sector specialists, including a manager focused on government bonds, along with an ETF team, 
which helps with ETF basket creation. These managers are also supported by a team of traders who focus 
on execution, as well as a data team that checks incoming index data and helps the managers prepare for 
upcoming index changes. These teams free up time for the managers to focus on portfolio construction and 
index tracking. There’s also a separate risk management team that independently monitors the managers’ 
performance.  


Although fund managers are not required to invest in this strategy, Vanguard aligns managers’ incentives 
with investors’ by tying their compensation and performance evaluation to the strategy’s tracking error. 


* Source: BNY Mellon Manager Research Group, as of December 2019 
** Source: Vanguard Group, Inc., as of 6/30/2020 
*** Source: Morningstar, Inc., as of 7/11/2020 
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Year of Enrollment Portfolio Changes (July 2020) 


 


DreamAhead Year of Enrollment Conservative Portfolios 


 


 


Columns highlighted in blue were allocations as of 6/30/2020.  Portfolio changes that occurred in July 2020 are 
highlighted in green.  Portfolios not highlighted had no allocation changes. 


Current Jul‐2020 Current Jul‐2020 Current Jul‐2020 Current Jul‐2020 Current Jul‐2020


Fund Ticker


YoE 


2036


YoE 


2036


YoE 


2034


YoE 


2034


YoE 


2032


YoE 


2032


YoE 


2030


YoE 


2030


YoE 


2028


YoE 


2028


Fidelity® Total Market Index Fund FSKAX 15 13 13 12 10 9 8 7 5 4


Schwab Total Stock Market Index Fund® SWTSX 14 13 13 11 10 9 7 6 5 4


Fidelity® International Index Fund FSPSX 19 18 18 16 15 12 11 8 7 5


Fidelity® Emerging Markets Index Fund FPADX 7 6 6 6 5 5 4 4 3 2


Fidelity® U.S. Bond Index Fund FXNAX 17 20 20 21 24 26 28 29 28 26


Vanguard Total Bond Market Index Fund Institutional Plus Shares VBMPX 18 20 20 22 24 26 28 30 29 27


Vanguard Long‐Term Treasury Index Fund Institutional Shares VLGIX 3 3 3 4 4 4 4 5 4 4


Schwab® Treasury Inflation Protected Securities Index Fund SWRSX 4 4 4 5 5 6 7 8 7 6


Vanguard Emerging Markets Government Bond Index Fund Institutional Shares VGIVX 2 2 2 2 2 2 2 2 2 2


JPMorgan U.S. Government Money Market Fund Capital Shares OGVXX 1 1 1 1 1 1 1 1 10 20


Equity 55 50 50 45 40 35 30 25 20 15


Fixed Income 44 49 49 54 59 64 69 74 70 65


Cash 1 1 1 1 1 1 1 1 10 20


Total 100 100 100 100 100 100 100 100 100 100


Current Jul‐2020 Current Jul‐2020 Current Jul‐2020 Current Jul‐2020 Current Jul‐2020


Fund Ticker


YoE 


2026


YoE 


2026


YoE 


2024


YoE 


2024


YoE 


2022


YoE 


2022


YoE 


2020


YoE 


2020


YoE 


2018


YoE 


2018


Fidelity® Total Market Index Fund FSKAX 4 3 3 2 2 0 0 0 0 0


Schwab Total Stock Market Index Fund® SWTSX 4 2 2 1 1 0 0 0 0 0


Fidelity® International Index Fund FSPSX 5 4 4 2 2 0 0 0 0 0


Fidelity® Emerging Markets Index Fund FPADX 2 1 1 0 0 0 0 0 0 0


Fidelity® U.S. Bond Index Fund FXNAX 26 26 26 18 18 20 20 20 20 20


Vanguard Total Bond Market Index Fund Institutional Plus Shares VBMPX 27 27 27 18 18 21 21 21 21 21


Vanguard Long‐Term Treasury Index Fund Institutional Shares VLGIX 4 4 4 3 3 3 3 3 3 3


Schwab® Treasury Inflation Protected Securities Index Fund SWRSX 6 6 6 4 4 4 4 4 4 4


Vanguard Emerging Markets Government Bond Index Fund Institutional Shares VGIVX 2 2 2 2 2 2 2 2 2 2


JPMorgan U.S. Government Money Market Fund Capital Shares OGVXX 20 25 25 50 50 50 50 50 50 50


Equity 15 10 10 5 5 0 0 0 0 0


Fixed Income 65 65 65 45 45 50 50 50 50 50


Cash 20 25 25 50 50 50 50 50 50 50


Total 100 100 100 100 100 100 100 100 100 100
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DreamAhead Year of Enrollment Moderate Portfolios 


 


 
Columns highlighted in blue were allocations as of 6/30/2020.  Portfolio changes that occurred in July 2020 are 
highlighted in green.  Portfolios not highlighted had no allocation changes.  


Current Jul‐2020 Current Jul‐2020 Current Jul‐2020 Current Jul‐2020 Current Jul‐2020


Asset Category Fund Ticker


YoE 


2036


YoE 


2036


YoE 


2034


YoE 


2034


YoE 


2032


YoE 


2032


YoE 


2030


YoE 


2030


YoE 


2028


YoE 


2028


U.S. Large Cap Blend Fidelity® Total Market Index Fund FSKAX 24 24 24 21 21 18 18 16 16 13


U.S. Large Cap Blend Schwab Total Stock Market Index Fund® SWTSX 23 23 23 21 21 18 18 16 16 13


Foreign Large Blend Fidelity® International Index Fund FSPSX 33 33 33 29 29 26 26 21 21 18


Diversified Emerging Mkts Fidelity® Emerging Markets Index Fund FPADX 10 10 10 9 9 8 8 7 7 6


Intermediate‐Term Bond Fidelity® U.S. Bond Index Fund FXNAX 3 3 3 6 6 10 10 15 15 20


Intermediate‐Term Bond Vanguard Total Bond Market Index Fund Institutional Plus Shares VBMPX 2 2 2 6 6 10 10 15 15 20


Long Government Vanguard Long‐Term Treasury Index Fund Institutional Shares VLGIX 1 1 1 2 2 3 3 3 3 3


Inflation‐Protected Bond Schwab® Treasury Inflation Protected Securities Index Fund SWRSX 2 2 2 3 3 4 4 4 4 4


Emerging Markets Bond Vanguard Emerging Markets Government Bond Index Fund Institutional Shares VGIVX 1 1 1 2 2 2 2 2 2 2


Cash JPMorgan U.S. Government Money Market Fund Capital Shares OGVXX 1 1 1 1 1 1 1 1 1 1


Equity 90 90 90 80 80 70 70 60 60 50


Fixed Income 9 9 9 19 19 29 29 39 39 49


Cash 1 1 1 1 1 1 1 1 1 1


Total 100 100 100 100 100 100 100 100 100 100


Current Jul‐2020 Current Jul‐2020 Current Jul‐2020 Current Jul‐2020 Current Jul‐2020


Asset Category Fund Ticker


YoE 


2026


YoE 


2026


YoE 


2024


YoE 


2024


YoE 


2022


YoE 


2022


YoE 


2020


YoE 


2020


YoE 


2018


YoE 


2018


U.S. Large Cap Blend Fidelity® Total Market Index Fund FSKAX 13 9 9 5 5 3 3 0 0 0


U.S. Large Cap Blend Schwab Total Stock Market Index Fund® SWTSX 13 9 9 5 5 2 2 0 0 0


Foreign Large Blend Fidelity® International Index Fund FSPSX 18 12 12 7 7 4 4 0 0 0


Diversified Emerging Mkts Fidelity® Emerging Markets Index Fund FPADX 6 5 5 3 3 1 1 0 0 0


Intermediate‐Term Bond Fidelity® U.S. Bond Index Fund FXNAX 20 24 24 27 27 27 27 27 27 27


Intermediate‐Term Bond Vanguard Total Bond Market Index Fund Institutional Plus Shares VBMPX 20 25 25 28 28 28 28 28 28 28


Long Government Vanguard Long‐Term Treasury Index Fund Institutional Shares VLGIX 3 4 4 5 5 5 5 5 5 5


Inflation‐Protected Bond Schwab® Treasury Inflation Protected Securities Index Fund SWRSX 4 5 5 8 8 8 8 8 8 8


Emerging Markets Bond Vanguard Emerging Markets Government Bond Index Fund Institutional Shares VGIVX 2 2 2 2 2 2 2 2 2 2


Cash JPMorgan U.S. Government Money Market Fund Capital Shares OGVXX 1 5 5 10 10 20 20 30 30 30


Equity 50 35 35 20 20 10 10 0 0 0


Fixed Income 49 60 60 70 70 70 70 70 70 70


Cash 1 5 5 10 10 20 20 30 30 30


Total 100 100 100 100 100 100 100 100 100 100
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DreamAhead Year of Enrollment Growth Portfolios 


 


 
Columns highlighted in blue were allocations as of 6/30/2020.  Portfolio changes that occurred in July 2020 are 
highlighted in green.  Portfolios not highlighted had no allocation changes.  


Current Jul‐2020 Current Jul‐2020 Current Jul‐2020 Current Jul‐2020 Current Jul‐2020


Asset Category Fund Ticker


YoE 


2036


YoE 


2036


YoE 


2034


YoE 


2034


YoE 


2032


YoE 


2032


YoE 


2030


YoE 


2030


YoE 


2028


YoE 


2028


U.S. Large Cap Blend Fidelity® Total Market Index Fund FSKAX 25 25 25 24 24 24 24 22 22 21


U.S. Large Cap Blend Schwab Total Stock Market Index Fund® SWTSX 24 24 24 23 23 23 23 22 22 21


Foreign Large Blend Fidelity® International Index Fund FSPSX 35 35 35 33 33 33 33 31 31 29


Diversified Emerging Mkts Fidelity® Emerging Markets Index Fund FPADX 11 11 11 10 10 10 10 10 10 9


Intermediate‐Term Bond Fidelity® U.S. Bond Index Fund FXNAX 1 1 1 3 3 3 3 3 3 6


Intermediate‐Term Bond Vanguard Total Bond Market Index Fund Institutional Plus Shares VBMPX 1 1 1 2 2 2 2 4 4 6


Long Government Vanguard Long‐Term Treasury Index Fund Institutional Shares VLGIX 1 1 1 1 1 1 1 2 2 2


Inflation‐Protected Bond Schwab® Treasury Inflation Protected Securities Index Fund SWRSX 0 0 0 2 2 2 2 3 3 3


Emerging Markets Bond Vanguard Emerging Markets Government Bond Index Fund Institutional Shares VGIVX 1 1 1 1 1 1 1 2 2 2


Cash JPMorgan U.S. Government Money Market Fund Capital Shares OGVXX 1 1 1 1 1 1 1 1 1 1


Equity 95 95 95 90 90 90 90 85 85 80


Fixed Income 4 4 4 9 9 9 9 14 14 19


Cash 1 1 1 1 1 1 1 1 1 1


Total 100 100 100 100 100 100 100 100 100 100


Current Jul‐2020 Current Jul‐2020 Current Jul‐2020 Current Jul‐2020 Current Jul‐2020


Asset Category Fund Ticker


YoE 


2026


YoE 


2026


YoE 


2024


YoE 


2024


YoE 


2022


YoE 


2022


YoE 


2020


YoE 


2020


YoE 


2018


YoE 


2018


U.S. Large Cap Blend Fidelity® Total Market Index Fund FSKAX 21 18 16 13 11 8 5 3 3 3


U.S. Large Cap Blend Schwab Total Stock Market Index Fund® SWTSX 21 18 15 13 10 7 5 2 2 2


Foreign Large Blend Fidelity® International Index Fund FSPSX 29 26 22 18 14 11 7 4 4 4


Diversified Emerging Mkts Fidelity® Emerging Markets Index Fund FPADX 9 8 7 6 5 4 3 1 1 1


Intermediate‐Term Bond Fidelity® U.S. Bond Index Fund FXNAX 6 10 15 20 24 28 33 24 24 24


Intermediate‐Term Bond Vanguard Total Bond Market Index Fund Institutional Plus Shares VBMPX 6 10 15 20 24 28 33 24 24 24


Long Government Vanguard Long‐Term Treasury Index Fund Institutional Shares VLGIX 2 3 3 3 4 4 4 4 4 4


Inflation‐Protected Bond Schwab® Treasury Inflation Protected Securities Index Fund SWRSX 3 4 4 4 5 7 7 6 6 6


Emerging Markets Bond Vanguard Emerging Markets Government Bond Index Fund Institutional Shares VGIVX 2 2 2 2 2 2 2 2 2 2


Cash JPMorgan U.S. Government Money Market Fund Capital Shares OGVXX 1 1 1 1 1 1 1 30 30 30


Equity 80 70 60 50 40 30 20 10 10 10


Fixed Income 19 29 39 49 59 69 79 60 60 60


Cash 1 1 1 1 1 1 1 30 30 30


Total 100 100 100 100 100 100 100 100 100 100
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New DreamAhead Year of Enrollment 2038 Portfolios 


 


New DreamAhead Year of Enrollment 2038 Portfolios were created on June 30, 2020. 


  


Asset Category Fund Ticker


Conservative 


Year of 


Enrollment 


2038 


Portfolio


Moderate 


Year of 


Enrollment 


2038 


Portfolio


Growth 


Year of 


Enrollment 


2038 


Portfolio


U.S. Large Cap Blend Fidelity® Total Market Index Fund FSKAX 15 24 25


U.S. Large Cap Blend Schwab Total Stock Market Index Fund® SWTSX 14 23 24


Foreign Large Blend Fidelity® International Index Fund FSPSX 19 33 35


Diversified Emerging Mkts Fidelity® Emerging Markets Index Fund FPADX 7 10 11


Intermediate‐Term Bond Fidelity® U.S. Bond Index Fund FXNAX 17 3 1


Intermediate‐Term Bond Vanguard Total Bond Market Index Fund Institutional Plus Shares VBMPX 18 2 1


Long Government Vanguard Long‐Term Treasury Index Fund Institutional Shares VLGIX 3 1 1


Inflation‐Protected Bond Schwab® Treasury Inflation Protected Securities Index Fund SWRSX 4 2 0


Emerging Markets Bond Vanguard Emerging Markets Government Bond Index Fund Institutional Shares VGIVX 2 1 1


Cash JPMorgan U.S. Government Money Market Fund Capital Shares OGVXX 1 1 1


Equity 55 90 95


Fixed Income 44 9 4


Cash 1 1 1


Total 100 100 100
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New DreamAhead College Enrolled Portfolios 


On June 30, 2020: 


 Three new College Year of Enrolled Portfolios were created: 
o College Enrolled Conservative Portfolio 
o College Enrolled Moderate Portfolio 
o College Enrolled Growth Portfolio 


 
 2018 and 2020 Year of Enrollment portfolio participants were rolled into the appropriate ‘College’ portfolio 


while retaining performance history. 
 


 The new portfolios become the terminal portfolio for each risk option and remain at the same ending allocation 
as the current end of each of the three glide paths (e.g. 50% fixed income/50% cash for the conservative 
option). 
 


 ‘College Enrolled’ portfolios remain open to new investments and exchanges in or out. 
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Important Disclosures 


©2020 Pershing LLC. Pershing LLC, member FINRA, NYSE, SIPC, is a subsidiary of The Bank of New York Mellon 
Corporation (BNY Mellon).  


Pershing does not provide investment advice. Investment advisory services are provided by Lockwood Advisors, Inc. 
(Lockwood), an investment adviser registered in the United States under the Investment Advisers Act of 1940. FOR 
WASHINGTON STUDENT ACHIEVEMENT COUNCIL USE ONLY. Not for distribution to the public. Trademark(s) 
belong to their respective owners.  


This document contains proprietary information of Lockwood and is provided to you on a strictly confidential basis. This 
document and the information contained herein should not be reproduced, communicated, or shared with any other 
party, either in whole or in part, without the express written consent of Lockwood. Neither the information nor any 
opinions expressed herein should be construed as a solicitation or a recommendation by Lockwood or its affiliates to 
buy, hold or sell any securities or investments.  


The statements contained herein are based upon the opinions of Lockwood and the data available at the time of 
publication and are subject to change at any time without notice. 


The statistical data contained herein has been obtained from third-party sources (see below) believed to be reliable 
and accurate. While Lockwood believes the information to be accurate and reliable, no representations, guarantee or 
warranty, express or implied, can be made as to its completeness, accuracy, or reliability.  


This communication does not constitute investment advice, is for informational purposes only and is not intended to 
meet the objectives or suitability requirements of any specific individual or account. An investor should assess his or 
her own investment needs based on his or her own financial circumstances and investment objectives. 


Lockwood in its capacity as an investment adviser and money manager may be engaged in the purchase and sale of 
securities discussed in this article in one or more of its discretionary portfolios. Lockwood personnel may also from 
time-to-time buy and sell these same securities for their personal accounts.  


Certain views expressed represent the opinion of Lockwood, which are subject to change and are not intended as 
investment recommendations, a forecast or guarantee of future results. Such information is derived from proprietary 
and non-proprietary sources which have not been independently verified for accuracy or completeness. Statements of 
future expectations, estimates, projections, and other forward-looking statements are based on available information 
and management’s view as of the time of these statements. Accordingly, such statements are inherently speculative 
as they are based on assumptions which may involve known and unknown risks and uncertainties. Actual results, 
performance or events may differ materially from those expressed or implied in such statements. 
Any factors discussed, including past performance of various investment strategies, sectors, vehicles and 
indices, are not indicative of future results.  


Past performance is not a guarantee of future results. Current performance may be lower or higher than the 
performance data quoted. The investment return and principal value of an investment will fluctuate, so that an 
investor’s assets, when sold, may be worth more or less than their original cost.  


The performance data provided is calculated using a time and asset-weighted Modified Dietz methodology. The Gross 
of Fees Return shown reflects the deduction of fees and expenses associated with the underlying mutual funds held in 
the portfolio (the “Underlying Fund Fee”). The Net of Fees Return shown reflects the deduction of the Underlying Fund 
Fee, Service Fee, and State Administrative Fee (together, the “Total Annual Asset-Based Fee”). The returns shown do 
not reflect account maintenance fees or other account level service-based fees (e.g., returned check fees, statement 
delivery fees, etc.).  


There is no guarantee that investment objectives will be attained. Results may vary. There is no guarantee that risk 
can be managed successfully.  
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Diversification and strategic asset allocation do not guarantee a profit or protect against a loss in declining markets. All 
investments are subject to risk, including the loss of principal.  


It is important to remember that there are risks inherent in any investment and that there is no assurance that any 
money manager, fund, asset class, index, style or strategy will provide positive performance over time.  


Investors should carefully consider the investment objectives, risks, charges and expenses of any mutual 
fund before investing. This and other important information can be found in the fund prospectus and, if 
available, the summary prospectus, which may be obtained by visiting www.morningstar.com. Please read the 
prospectus and, if available, the summary prospectus carefully. 


Foreign investments are subject to risks not ordinarily associated with domestic investments, such as currency, 
economic and political risks, and may follow different accounting standards than domestic investments.  


Investments in emerging or developing markets involve exposure to economic structures that are generally less 
diverse and mature, and to political systems that can be expected to have less stability than those of more developed 
countries. These securities may be less liquid and more volatile than investments in US and longer established non-
US markets.  


Portfolios that invest in fixed income securities are subject to several general risks, including interest rate risk, credit 
risk, the risk of issuer default, liquidity risk and market risk. These risks can affect a security's price and yield to varying 
degrees, depending upon the nature of the instrument, and may occur from fluctuations in interest rates, a change to 
an issuer’s individual situation or industry, or events in the financial markets. In general, a bond's yield is inversely 
rated to its price. Bonds can lose their value as interest rates rise and an investor can lose principal. If sold prior to 
maturity, fixed income securities are subject to gains/losses based on the level of interest rates, market conditions and 
the credit quality of the issuer.  


Liquidity risk increases when particular investments are difficult to purchase or sell. A lack of liquidity also may cause 
the value of investments to decline. Illiquid investments may be harder to value, especially in changing markets. 
Typically liquid investments may become illiquid, particularly during periods of market turmoil. When illiquid assets 
must be sold in such market conditions (to meet redemption requests or other cash needs for example), it may be 
necessary to sell such assets at a loss.  


Short-term fixed income securities are susceptible to fluctuations in interest rates. If interest rates rise, bond prices will 
decline, despite the lack of change in both coupon and maturity. Price volatility typically increases with the length of the 
maturity and decreases as the size of the coupon decreases.  


Investments in intermediate- and long-term fixed income securities involve interest rate risk and inflation risk, which 
could reduce the value or real return of an investment should interest rates rise.  


Inflation is the rate at which the general level of prices for goods and services is rising and, consequently, the 
purchasing power of currency is falling. 


Mutual funds included in portfolios charge additional fees and expenses outside of the Total Annual Asset-Based Fee 
for this program. Mutual funds may additionally charge a redemption fee if shares are redeemed by within a specified 
period of time. The amount of the redemption fee, as well as the minimum holding period, is disclosed in each of the 
respective fund prospectuses. For complete details, please refer to the applicable fund prospectus. 


Mutual funds may use derivatives that are often more volatile than other investments and may magnify the fund’s gains 
or losses. An investment that uses derivatives could be negatively affected if the change in the market value of its 
securities fails to correlate adequately with the values of the derivatives it purchased or sold.  


Securities are not bank deposits. They are not insured or guaranteed by Lockwood, its affiliates or its parent 
companies.  


Securities are not insured or guaranteed by the Federal Deposit Insurance Corporation (FDIC), the Federal Reserve, 
the U.S Securities and Exchange Commission (SEC) or any other government agency.  
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All performance is expressed in US dollars. Sources: Bloomberg Barclay; Federal Reserve Board; MSCI; Standard & 
Poor’s; US Treasury Department; Bloomberg; and US Bureau of Labor Statistics. 


The information on indices is presented for illustrative purposes only and is not intended to imply the potential 
performance of any fund or investment. Index performance assumes the reinvestment of all distributions, but does not 
assume any transaction costs, taxes, management fees or other expenses, which would reduce the performance 
shown. Indices are unmanaged and are not available for direct investment.  


Bloomberg Barclays Global Aggregate ex-U.S. Bond Index is designed to be a broad-based measure of the global 
investment-grade, fixed rate, fixed income corporate markets outside the United States. 


Bloomberg Barclays Global Aggregate Negative Yielding Debt TR Index Value Unhedged USD represents the 
market value in US dollars ($) of unhedged global negative-yielding debt securities. 


Bloomberg Barclays U.S. Aggregate Bond Index represents securities that are SEC registered, taxable and dollar 
denominated. The index covers the U.S. investment-grade fixed rate bond market, with index components for 
government and corporate securities, mortgage pass-through securities and asset-backed securities. These major 
sectors are subdivided into more specific indices that are calculated and reported on a regular basis. Securities must 
have at least one year to final maturity regardless of call features and must have at least $250 million par amount 
outstanding.  


Bloomberg Barclays U.S. Treasury Bill 6–9 Month Index represents United States-issued government debt with a 
bond maturity between six months and nine months. 


Bloomberg Commodity Index is designed to be a highly liquid and diversified benchmark for the commodity futures 
market. The index is composed of exchange-traded futures and represents 20 physical commodities, which are 
weighted to account for economic significance and market liquidity (subject to weighting restrictions).  


Bloomberg Barclays Long U.S. Treasury Index includes all publicly issued, U.S. Treasury securities that have a 
remaining maturity of 10 or more years, are rated investment grade and have $250 million or more of outstanding face 
value. In addition, the securities must be denominated in U.S. dollars and must be fixed rate and non-convertible. 


Bloomberg Barclays U.S. Treasury Inflation Protected Securities (TIPS) Index represents inflation-protected 
securities issued by the U.S. Treasury. Securities must be investment-grade, publicly issued, dollar-denominated, have 
at least one year remaining to maturity and have at least $250 million par amount outstanding. 


Bloomberg Barclays USD Emerging Markets Government RIC Capped Index is designed to measure the 
investment return of dollar-denominated bonds that have maturities longer than one year and were issued by emerging 
market governments and government-related issuers. The index is capped, which means that its exposure to any 
particular bond is limited to a maximum of 20% and its aggregate exposure to issuers that individually constitute 5% or 
more is limited to 48%. If the index, as constituted based on market weights, exceeds the 20% or 48% limits, the 
excess is reallocated to bonds of other issuers represented in the index. 


Bloomberg Barclays U.S. Treasury Bill 1–3 Month Index is the one-to-three month component of the U.S. Treasury 
Bill Index. The Bloomberg Barclays Treasury Bill Index includes U.S. Treasury bills with a remaining maturity from one 
up to (but not including) 12 months. It excludes zero coupon strips.  


Bloomberg Barclays U.S. Aggregate Float Adjusted Index provides broad exposure to the U.S. investment-grade 
bond market. The float-adjusted index excludes U.S. Treasuries, agencies, and mortgage-backed securities (MBS) 
held in Federal Reserve accounts, thereby reducing the market value weight of these securities. 


Dow Jones U.S. Total Stock Market Index is an unmanaged, float-adjusted market-capitalization-weighted index 
providing broad-based coverage of the U.S. equity market. The index is considered a total market index, representing 
the top 95% of the U.S. stock market based on market capitalization. To be included in the index, a security generally 
must be all of the following: an equity security (common stock, REIT or limited partnership), a security that has its 
primary market listing in the U.S. and be issued by U.S. headquartered company. 







LOCKWOOD INVESTMENT ADVISORY REPORT SECOND QUARTER 2020 


 


158 


MSCI ACWI (All Country World Index) Index ex-USA (net of taxes) is a subset of the MSCI ACWI Index, a free-
float-adjusted market capitalization weighted index that is designed to measure the equity market performance of 
developed and emerging markets. This version of the index excludes the United States. The index is net because 
dividends are reinvested after deducting a withholding tax from dividend distributions. Since taxes are withheld from 
the MSCI ACWI  Index ex-USA (net of taxes), the performance of the MSCI ACWI Index ex-USA (net of taxes) will 
generally be lower than that of the MSCI ACWI Index ex-USA (gross of taxes). 


MSCI ACWI (All Country World Index) Index (net of taxes) is a free-float-adjusted market capitalization weighted 
index that is designed to measure the equity market performance of developed and emerging markets. As of May 30, 
2019, the MSCI ACWI consisted of 47 country indices comprising 23 developed and 24 emerging market country 
indices. The developed market country indices included are Australia, Austria, Belgium, Canada, Denmark, Finland, 
France, Germany, Hong Kong, Ireland, Israel, Italy, Japan, Netherlands, New Zealand, Norway, Portugal, Singapore, 
Spain, Sweden, Switzerland, the United Kingdom and the United States. The emerging market country indices 
included are Brazil, Chile, China, Colombia, Czech Republic, Egypt, Greece, Hungary, India, Indonesia, Korea, 
Malaysia, Mexico, Pakistan, Peru, Philippines, Poland, Qatar, Russia, South Africa, Taiwan, Thailand, Turkey and 
United Arab Emirates. The index is net because dividends are reinvested after deducting a withholding tax from 
dividend distributions. Since taxes are withheld from the MSCI ACWI Index (net of taxes), the performance of the 
MSCI ACWI Index (net of taxes) will generally be lower than that of the MSCI ACWI Index (gross of taxes). 


MSCI EAFE (Europe, Australasia and the Far East) Index (net of taxes) is a free-float-adjusted market-
capitalization index that is designed to measure developed market equity performance, excluding the United States 
and Canada. As of May 30, 2019, the MSCI EAFE Index consisted of the following 21 developed market country 
indices: Australia, Austria, Belgium, Denmark, Finland, France, Germany, Hong Kong, Ireland, Israel, Italy, Japan, the 
Netherlands, New Zealand, Norway, Portugal, Singapore, Spain, Sweden, Switzerland and the United Kingdom. The 
index is net because dividends are reinvested after deducting a withholding tax from dividend distributions. Since taxes 
are withheld from the MSCI EAFE Index (net of taxes), the performance of the MSCI EAFE Index (net of taxes) will 
generally be lower than that of the MSCI EAFE Index (gross of taxes). 


MSCI Emerging Markets Index (net of taxes) is a free-float adjusted, market-capitalization index that is designed to 
measure equity market performance of emerging markets. As of May 30, 2019, the MSCI Emerging Markets Index 
consisted of the following 26 emerging market country indices: Argentina, Brazil, Chile, China, Colombia, Czech 
Republic, Egypt, Greece, Hungary, India, Indonesia, Korea, Malaysia, Mexico, Pakistan, Peru, Philippines, Poland, 
Qatar, Russia, Saudi Arabia, South Africa, Taiwan, Thailand, Turkey and United Arab Emirates. The index is net 
because dividends are reinvested after deducting a withholding tax from dividend distributions. Since taxes are 
withheld from the MSCI Emerging Markets Index (net of taxes), the performance of the MSCI Emerging Markets Index 
(net of taxes) will generally be lower than that of the MSCI Emerging Markets Index (gross of taxes). 


MSCI USA Investable Market Index (IMI) is designed to measure the performance of the large, mid and small cap 
segments of the US market. With 2,428 constituents, the index covers approximately 99% of the free float-adjusted 
market capitalization in the U.S.  


MSCI USA Small Cap Index is an unmanaged index designed to measure the performance of the small-cap segment 
of the US equity market. The index represents approximately 14% of the free float-adjusted market capitalization in the 
U.S.  


Purchasing Managers’ Index™ (PMI™) data are compiled by IHS Markit for more than 40 economies worldwide. The 
monthly data are derived from surveys of senior executives at private sector companies and are available only via 
subscription. The PMI dataset features a headline number, which indicates the overall health of an economy, and sub-
indices, which provide insights into other key economic drivers such as GDP, inflation, exports, capacity utilization, 
employment and inventories. The PMI data are used by financial and corporate professionals to better understand 
where economies and markets are headed, and to uncover opportunities. 


S&P GSCI Gold Index, a sub-index of the S&P GSCI Index, provides investors with a reliable and publicly available 
benchmark for investment performance in the gold commodity markets. The index is designed to be tradable, readily 
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accessible to market participants and cost efficient to implement. The S&P GSCI Index is widely recognized as the 
leading measure of general commodity price movements and inflation in the world economy.  


S&P GSCI Crude Oil Index, a sub-index of the S&P GSCI, provides investors with a reliable and publicly available 
benchmark for investment performance in the crude oil commodity markets. The index is designed to be tradable, 
readily accessible to market participants and cost efficient to implement. The S&P GSCI is widely recognized as the 
leading measure of general commodity price movements and inflation in the world economy. Spot price in the S&P 
GSCI means the price of the S&P GSCI futures holdings. 


S&P 500 Index, an unmanaged index, includes 500 of the largest stocks (in terms of stock market value) in the United 
States; prior to March 1957, it consisted of 90 of the largest stocks. Although the S&P 500 focuses on the large-cap 
segment of the market, with approximately 80% coverage of U.S. equities, it is also used as a proxy for the total U.S. 
equity market.  


Reproduction of S&P index data shown in this document in any form is prohibited except with the prior written 
permission of S&P. S&P does not guarantee the accuracy, adequacy, completeness or availability of any information 
and is not responsible for any errors or omissions, regardless of the cause or for the results obtained from the use of 
such information. S&P DISCLAIMS ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT 
LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE. 
In no event shall S&P be liable for any direct, indirect, special or consequential damages, costs, expenses, legal fees, 
or losses (including lost income or lost profit and opportunity costs) in connection with subscriber’s or others’ use of 
S&P index data shown in this document. ©2019, S&P Dow Jones Indices LLC.  


US Dollar Index: The US Dollar Index (USDX, DXY, DX) is an index (or measure) of the value of the United States 
dollar relative to a basket of foreign currencies, often referred to as a basket of U.S. trade partners' currencies.  


Blended Benchmark Definitions 


As of June 30, 2020 


Growth Portfolio 


50% Dow Jones US Total Stock Market TR USD, 37% MSCI EAFE NR USD, 12% MSCI EM NR USD, 1% Bloomberg 
Barclays US Treasury Bill 1-3 Mon TR USD 


Moderate Growth Portfolio 


42% Dow Jones US Total Stock Market TR USD, 29% MSCI EAFE NR USD, 9% MSCI EM NR USD, 12% Bloomberg 
Barclays US Aggregate Bond TR USD, 2% Bloomberg Barclays Long Term US Treasury TR USD, 3% Bloomberg 
Barclays US Treasury US TIPS TR USD, 2% Bloomberg Barclays USD Emerging Markets Government RIC Capped 
TR USD, 1% Bloomberg Barclays US Treasury Bill 1-3 Mon TR USD 


Conservative Growth Portfolio 


32% Dow Jones US Total Stock Market TR USD, 21% MSCI EAFE NR USD, 7% MSCI EM NR USD, 30% Bloomberg 
Barclays US Aggregate Bond TR USD, 3% Bloomberg Barclays Long Term US Treasury TR USD, 4% Bloomberg 
Barclays US Treasury US TIPS TR USD, 2% Bloomberg Barclays USD Emerging Markets Government RIC Capped 
TR USD, 1% Bloomberg Barclays US Treasury Bill 1-3 Mon TR USD 


Balanced Portfolio 


26% Dow Jones US Total Stock Market TR USD, 18% MSCI EAFE NR USD, 6% MSCI EM NR USD, 40% Bloomberg 
Barclays US Aggregate Bond TR USD, 3% Bloomberg Barclays Long Term US Treasury TR USD, 4% Bloomberg 
Barclays US Treasury US TIPS TR USD, 2% Bloomberg Barclays USD Emerging Markets Government RIC Capped 
TR USD, 1% Bloomberg Barclays US Treasury Bill 1-3 Mon TR USD 


Income & Growth Portfolio 
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20% Dow Jones US Total Stock Market TR USD + 15% MSCI EAFE NR USD + 5% MSCI EM NR USD + 48% 
Bloomberg Barclays US Aggregate Bond TR USD + 4% Bloomberg Barclays Long Term US Treasury TR USD + 5% 
Bloomberg Barclays US Treasury US TIPS TR USD + 2% Bloomberg Barclays USD Emerging Markets Government 
RIC Capped TR USD + 1% Bloomberg Barclays US Treasury Bill 1-3 Mon TR USD 


Income Portfolio 


60% Bloomberg Barclays US Aggregate Bond TR USD + 5% Bloomberg Barclays Long Term US Treasury TR USD + 
8% Bloomberg Barclays US Treasury US TIPS TR USD + 2% Bloomberg Barclays USD Emerging Markets 
Government RIC Capped TR USD + 25% Bloomberg Barclays US Treasury Bill 1-3 Mon TR USD 


Cash Preservation Portfolio 


100% Bloomberg Barclays US Treasury Bill 1-3 Mon TR USD 


Conservative Year of Enrollment 2036 Portfolio 


29% Dow Jones US Total Stock Market TR USD, 19% MSCI EAFE NR USD, 7% MSCI EM NR USD, 35% Bloomberg 
Barclays US Aggregate Bond TR USD, 3% Bloomberg Barclays Long Term US Treasury TR USD, 4% Bloomberg 
Barclays US Treasury US TIPS TR USD, 2% Bloomberg Barclays USD Emerging Markets Government RIC Capped 
TR USD, 1% Bloomberg Barclays US Treasury Bill 1-3 Mon TR USD 


Conservative Year of Enrollment 2034 Portfolio 


26% Dow Jones US Total Stock Market TR USD, 18% MSCI EAFE NR USD, 6% MSCI EM NR USD, 40% Bloomberg 
Barclays US Aggregate Bond TR USD, 3% Bloomberg Barclays Long Term US Treasury TR USD, 4% Bloomberg 
Barclays US Treasury US TIPS TR USD, 2% Bloomberg Barclays USD Emerging Markets Government RIC Capped 
TR USD, 1% Bloomberg Barclays US Treasury Bill 1-3 Mon TR USD 


Conservative Year of Enrollment 2032 Portfolio 


20% Dow Jones US Total Stock Market TR USD, 15% MSCI EAFE NR USD, 5% MSCI EM NR USD, 48% Bloomberg 
Barclays US Aggregate Bond TR USD, 4% Bloomberg Barclays Long Term US Treasury TR USD, 5% Bloomberg 
Barclays US Treasury US TIPS TR USD, 2% Bloomberg Barclays USD Emerging Markets Government RIC Capped 
TR USD, 1% Bloomberg Barclays US Treasury Bill 1-3 Mon TR USD 


Conservative Year of Enrollment 2030 Portfolio 


15% Dow Jones US Total Stock Market TR USD, 11% MSCI EAFE NR USD, 4% MSCI EM NR USD, 56% Bloomberg 
Barclays US Aggregate Bond TR USD, 4% Bloomberg Barclays Long Term US Treasury TR USD, 7% Bloomberg 
Barclays US Treasury US TIPS TR USD, 2% Bloomberg Barclays USD Emerging Markets Government RIC Capped 
TR USD, 1% Bloomberg Barclays US Treasury Bill 1-3 Mon TR USD 


Conservative Year of Enrollment 2028 Portfolio 


10% Dow Jones US Total Stock Market TR USD, 7% MSCI EAFE NR USD, 3% MSCI EM NR USD, 57% Bloomberg 
Barclays US Aggregate Bond TR USD, 4% Bloomberg Barclays Long Term US Treasury TR USD, 7% Bloomberg 
Barclays US Treasury US TIPS TR USD, 2% Bloomberg Barclays USD Emerging Markets Government RIC Capped 
TR USD, 10% Bloomberg Barclays US Treasury Bill 1-3 Mon TR USD 


Conservative Year of Enrollment 2026 Portfolio 


8% Dow Jones US Total Stock Market TR USD, 5% MSCI EAFE NR USD, 2% MSCI EM NR USD, 53% Bloomberg 
Barclays US Aggregate Bond TR USD, 4% Bloomberg Barclays Long Term US Treasury TR USD, 6% Bloomberg 
Barclays US Treasury US TIPS TR USD, 2% Bloomberg Barclays USD Emerging Markets Government RIC Capped 
TR USD, 20% Bloomberg Barclays US Treasury Bill 1-3 Mon TR USD 


Conservative Year of Enrollment 2024 Portfolio 
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5% Dow Jones US Total Stock Market TR USD, 4% MSCI EAFE NR USD, 1% MSCI EM NR USD, 53% Bloomberg 
Barclays US Aggregate Bond TR USD, 4% Bloomberg Barclays Long Term US Treasury TR USD, 6% Bloomberg 
Barclays US Treasury US TIPS TR USD, 2% Bloomberg Barclays USD Emerging Markets Government RIC Capped 
TR USD, 25% Bloomberg Barclays US Treasury Bill 1-3 Mon TR USD 


Conservative Year of Enrollment 2022 Portfolio 


3% Dow Jones US Total Stock Market TR USD, 2% MSCI EAFE NR USD, 36% Bloomberg Barclays US Aggregate 
Bond TR USD, 3% Bloomberg Barclays Long Term US Treasury TR USD, 4% Bloomberg Barclays US Treasury US 
TIPS TR USD, 2% Bloomberg Barclays USD Emerging Markets Government RIC Capped TR USD, 50% Bloomberg 
Barclays US Treasury Bill 1-3 Mon TR USD 


Conservative Year of Enrollment 2020 Portfolio 


41% Bloomberg Barclays US Aggregate Bond TR USD, 3% Bloomberg Barclays Long Term US Treasury TR USD, 
4% Bloomberg Barclays US Treasury US TIPS TR USD, 2% Bloomberg Barclays USD Emerging Markets Government 
RIC Capped TR USD, 50% Bloomberg Barclays US Treasury Bill 1-3 Mon TR USD 


Conservative Year of Enrollment 2018 Portfolio 


41% Bloomberg Barclays US Aggregate Bond TR USD, 3% Bloomberg Barclays Long Term US Treasury TR USD, 
4% Bloomberg Barclays US Treasury US TIPS TR USD, 2% Bloomberg Barclays USD Emerging Markets Government 
RIC Capped TR USD, 50% Bloomberg Barclays US Treasury Bill 1-3 Mon TR USD 


Moderate Year of Enrollment 2036 Portfolio 


47% Dow Jones US Total Stock Market TR USD, 33% MSCI EAFE NR USD, 10% MSCI EM NR USD, 5% Bloomberg 
Barclays US Aggregate Bond TR USD, 1% Bloomberg Barclays Long Term US Treasury TR USD, 2% Bloomberg 
Barclays US Treasury US TIPS TR USD, 1% Bloomberg Barclays USD Emerging Markets Government RIC Capped 
TR USD, 1% Bloomberg Barclays US Treasury Bill 1-3 Mon TR USD 


Moderate Year of Enrollment 2034 Portfolio 


47% Dow Jones US Total Stock Market TR USD, 33% MSCI EAFE NR USD, 10% MSCI EM NR USD, 5% Bloomberg 
Barclays US Aggregate Bond TR USD, 1% Bloomberg Barclays Long Term US Treasury TR USD, 2% Bloomberg 
Barclays US Treasury US TIPS TR USD, 1% Bloomberg Barclays USD Emerging Markets Government RIC Capped 
TR USD, 1% Bloomberg Barclays US Treasury Bill 1-3 Mon TR USD 


Moderate Year of Enrollment 2032 Portfolio 


42% Dow Jones US Total Stock Market TR USD, 29% MSCI EAFE NR USD, 9% MSCI EM NR USD, 12% Bloomberg 
Barclays US Aggregate Bond TR USD, 2% Bloomberg Barclays Long Term US Treasury TR USD, 3% Bloomberg 
Barclays US Treasury US TIPS TR USD, 2% Bloomberg Barclays USD Emerging Markets Government RIC Capped 
TR USD, 1% Bloomberg Barclays US Treasury Bill 1-3 Mon TR USD 


Moderate Year of Enrollment 2030 Portfolio 


36% Dow Jones US Total Stock Market TR USD, 26% MSCI EAFE NR USD, 8% MSCI EM NR USD, 20% Bloomberg 
Barclays US Aggregate Bond TR USD, 3% Bloomberg Barclays Long Term US Treasury TR USD, 4% Bloomberg 
Barclays US Treasury US TIPS TR USD, 2% Bloomberg Barclays USD Emerging Markets Government RIC Capped 
TR USD, 1% Bloomberg Barclays US Treasury Bill 1-3 Mon TR USD 


Moderate Year of Enrollment 2028 Portfolio 


32% Dow Jones US Total Stock Market TR USD, 21% MSCI EAFE NR USD, 7% MSCI EM NR USD, 30% Bloomberg 
Barclays US Aggregate Bond TR USD, 3% Bloomberg Barclays Long Term US Treasury TR USD, 4% Bloomberg 
Barclays US Treasury US TIPS TR USD, 2% Bloomberg Barclays USD Emerging Markets Government RIC Capped 
TR USD, 1% Bloomberg Barclays US Treasury Bill 1-3 Mon TR USD 
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Moderate Year of Enrollment 2026 Portfolio 


26% Dow Jones US Total Stock Market TR USD, 18% MSCI EAFE NR USD, 6% MSCI EM NR USD, 40% Bloomberg 
Barclays US Aggregate Bond TR USD, 3% Bloomberg Barclays Long Term US Treasury TR USD, 4% Bloomberg 
Barclays US Treasury US TIPS TR USD, 2% Bloomberg Barclays USD Emerging Markets Government RIC Capped 
TR USD, 1% Bloomberg Barclays US Treasury Bill 1-3 Mon TR USD 


Moderate Year of Enrollment 2024 Portfolio 


18% Dow Jones US Total Stock Market TR USD, 12% MSCI EAFE NR USD, 5% MSCI EM NR USD, 49% Bloomberg 
Barclays US Aggregate Bond TR USD, 4% Bloomberg Barclays Long Term US Treasury TR USD, 5% Bloomberg 
Barclays US Treasury US TIPS TR USD, 2% Bloomberg Barclays USD Emerging Markets Government RIC Capped 
TR USD, 5% Bloomberg Barclays US Treasury Bill 1-3 Mon TR USD 


Moderate Year of Enrollment 2022 Portfolio 


10% Dow Jones US Total Stock Market TR USD, 7% MSCI EAFE NR USD, 3% MSCI EM NR USD, 55% Bloomberg 
Barclays US Aggregate Bond TR USD, 5% Bloomberg Barclays Long Term US Treasury TR USD, 8% Bloomberg 
Barclays US Treasury US TIPS TR USD, 2% Bloomberg Barclays USD Emerging Markets Government RIC Capped 
TR USD, 10% Bloomberg Barclays US Treasury Bill 1-3 Mon TR USD 


Moderate Year of Enrollment 2020 Portfolio 


5% Dow Jones US Total Stock Market TR USD, 4% MSCI EAFE NR USD, 1% MSCI EM NR USD, 55% Bloomberg 
Barclays US Aggregate Bond TR USD, 5% Bloomberg Barclays Long Term US Treasury TR USD, 8% Bloomberg 
Barclays US Treasury US TIPS TR USD, 2% Bloomberg Barclays USD Emerging Markets Government RIC Capped 
TR USD, 20% Bloomberg Barclays US Treasury Bill 1-3 Mon TR USD 


Moderate Year of Enrollment 2018 Portfolio 


55% Bloomberg Barclays US Aggregate Bond TR USD, 5% Bloomberg Barclays Long Term US Treasury TR USD, 
8% Bloomberg Barclays US Treasury US TIPS TR USD, 2% Bloomberg Barclays USD Emerging Markets Government 
RIC Capped TR USD, 30% Bloomberg Barclays US Treasury Bill 1-3 Mon TR USD 


Growth Year of Enrollment 2036 Portfolio 


49% Dow Jones US Total Stock Market TR USD, 35% MSCI EAFE NR USD, 11% MSCI EM NR USD, 2% Bloomberg 
Barclays US Aggregate Bond TR USD, 1% Bloomberg Barclays Long Term US Treasury TR USD, 1% Bloomberg 
Barclays USD Emerging Markets Government RIC Capped TR USD, 1% Bloomberg Barclays US Treasury Bill 1-3 
Mon TR USD 


Growth Year of Enrollment 2034 Portfolio 


49% Dow Jones US Total Stock Market TR USD, 35% MSCI EAFE NR USD, 11% MSCI EM NR USD, 2% Bloomberg 
Barclays US Aggregate Bond TR USD, 1% Bloomberg Barclays Long Term US Treasury TR USD, 1% Bloomberg 
Barclays USD Emerging Markets Government RIC Capped TR USD, 1% Bloomberg Barclays US Treasury Bill 1-3 
Mon TR USD 


Growth Year of Enrollment 2032 Portfolio 


47% Dow Jones US Total Stock Market TR USD, 33% MSCI EAFE NR USD, 10% MSCI EM NR USD, 5% Bloomberg 
Barclays US Aggregate Bond TR USD, 1% Bloomberg Barclays Long Term US Treasury TR USD, 2% Bloomberg 
Barclays US Treasury US TIPS TR USD, 1% Bloomberg Barclays USD Emerging Markets Government RIC Capped 
TR USD, 1% Bloomberg Barclays US Treasury Bill 1-3 Mon TR USD 


Growth Year of Enrollment 2030 Portfolio 


47% Dow Jones US Total Stock Market TR USD, 33% MSCI EAFE NR USD, 10% MSCI EM NR USD, 5% Bloomberg 
Barclays US Aggregate Bond TR USD, 1% Bloomberg Barclays Long Term US Treasury TR USD, 2% Bloomberg 
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Barclays US Treasury US TIPS TR USD, 1% Bloomberg Barclays USD Emerging Markets Government RIC Capped 
TR USD, 1% Bloomberg Barclays US Treasury Bill 1-3 Mon TR USD 


Growth Year of Enrollment 2028 Portfolio 


44% Dow Jones US Total Stock Market TR USD, 31% MSCI EAFE NR USD, 10% MSCI EM NR USD, 7% Bloomberg 
Barclays US Aggregate Bond TR USD, 2% Bloomberg Barclays Long Term US Treasury TR USD, 3% Bloomberg 
Barclays US Treasury US TIPS TR USD, 2% Bloomberg Barclays USD Emerging Markets Government RIC Capped 
TR USD, 1% Bloomberg Barclays US Treasury Bill 1-3 Mon TR USD 


Growth Year of Enrollment 2026 Portfolio 


42% Dow Jones US Total Stock Market TR USD, 29% MSCI EAFE NR USD, 9% MSCI EM NR USD, 12% Bloomberg 
Barclays US Aggregate Bond TR USD, 2% Bloomberg Barclays Long Term US Treasury TR USD, 3% Bloomberg 
Barclays US Treasury US TIPS TR USD, 2% Bloomberg Barclays USD Emerging Markets Government RIC Capped 
TR USD, 1% Bloomberg Barclays US Treasury Bill 1-3 Mon TR USD 


Growth Year of Enrollment 2024 Portfolio 


31% Dow Jones US Total Stock Market TR USD, 22% MSCI EAFE NR USD, 7% MSCI EM NR USD, 30% Bloomberg 
Barclays US Aggregate Bond TR USD, 3% Bloomberg Barclays Long Term US Treasury TR USD, 4% Bloomberg 
Barclays US Treasury US TIPS TR USD, 2% Bloomberg Barclays USD Emerging Markets Government RIC Capped 
TR USD, 1% Bloomberg Barclays US Treasury Bill 1-3 Mon TR USD 


Growth Year of Enrollment 2022 Portfolio 


21% Dow Jones US Total Stock Market TR USD, 14% MSCI EAFE NR USD, 5% MSCI EM NR USD, 48% Bloomberg 
Barclays US Aggregate Bond TR USD, 4% Bloomberg Barclays Long Term US Treasury TR USD, 5% Bloomberg 
Barclays US Treasury US TIPS TR USD, 2% Bloomberg Barclays USD Emerging Markets Government RIC Capped 
TR USD, 1% Bloomberg Barclays US Treasury Bill 1-3 Mon TR USD 


Growth Year of Enrollment 2020 Portfolio 


10% Dow Jones US Total Stock Market TR USD, 7% MSCI EAFE NR USD, 3% MSCI EM NR USD, 66% Bloomberg 
Barclays US Aggregate Bond TR USD, 4% Bloomberg Barclays Long Term US Treasury TR USD, 7% Bloomberg 
Barclays US Treasury US TIPS TR USD, 2% Bloomberg Barclays USD Emerging Markets Government RIC Capped 
TR USD, 1% Bloomberg Barclays US Treasury Bill 1-3 Mon TR USD 


Growth Year of Enrollment 2018 Portfolio 


5% Dow Jones US Total Stock Market TR USD, 4% MSCI EAFE NR USD, 1% MSCI EM NR USD, 48% Bloomberg 
Barclays US Aggregate Bond TR USD, 4% Bloomberg Barclays Long Term US Treasury TR USD, 6% Bloomberg 
Barclays US Treasury US TIPS TR USD, 2% Bloomberg Barclays USD Emerging Markets Government RIC Capped 
TR USD, 30% Bloomberg Barclays US Treasury Bill 1-3 Mon TR USD 


Certain information contained herein: (1) is proprietary to Morningstar and/or its content providers; (2) may not be 
copied or distributed; and (3) is not warranted to be accurate, complete or timely. Neither Morningstar nor its content 
providers are responsible for any damages or losses arising from any use of this information. ©2020 Morningstar, Inc. 
All Rights Reserved.  


Tax considerations, while important, are just one factor to consider before making any investment decision. Lockwood 
is not a tax advisor and this communication does not constitute tax advice. Advisors should consult with a 
qualified tax professional for specific tax advice. 


For more information about Lockwood, as well as its products, fees and services, please refer to Lockwood’s Form 
ADV Part 2, Firm Brochure, which may be obtained by writing to: Lockwood, Attn: Legal Department (AIM #19K-0203), 
760 Moore Road, King of Prussia, PA 19406, or by calling (800) 200-3033, option 3. 
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Money Market Fund Replacement 


• We are proposing the replacement of the money market fund currently used in all 
DreamAhead portfolios to a lower cost option. 


• More specifically, we would exchange the JPMorgan U.S. Government Money Market Fund 
Capital Shares (ticker: OGVXX) fund with the Vanguard Federal Money Market Fund 
Investor Shares (ticker: VMFXX). 


• This fund change would reduce the money market fund expense ratio from 0.18% to 0.11%. 


• Both are government money market funds appropriate for 529 plans. 


• Vanguard Federal Money Market Fund Investor Shares is currently used in three other 529 
plans. 


• The Vanguard fund has approximately $194 billion in AUM as of 6/30/2020. 


• Additional information on the Vanguard Federal Money Market Fund Investor Shares (ticker: 
VMFXX) has been included in the meeting materials. 
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Important Disclosures 


©2020 Pershing LLC. Pershing LLC, member FINRA, NYSE, SIPC, is a subsidiary of The Bank of New York Mellon 
Corporation (BNY Mellon).  


Pershing does not provide investment advice. Professionally managed investment advisory services are provided by 
Lockwood Advisors, Inc. (Lockwood), and an investment adviser registered in the United States under the Investment 
Advisers Act of 1940. FOR WASHINGTON STUDENT ACHIEVEMENT COUNCIL USE ONLY. Not for distribution to 
the public. Trademark(s) belong to their respective owners.  


This document contains proprietary information of Lockwood and is provided to you on a strictly confidential basis. This 
document and the information contained herein should not be reproduced, communicated, or shared with any other 
party, either in whole or in part, without the express written consent of Lockwood. Neither the information nor any 
opinions expressed herein should be construed as a solicitation or a recommendation by Lockwood or its affiliates to 
buy, hold or sell any securities or investments.  


The statements contained herein are based upon the opinions of Lockwood and the data available at the time of 
publication and are subject to change at any time without notice. 


The statistical data contained herein has been obtained from third-party sources (see below) believed to be reliable 
and accurate. While Lockwood believes the information to be accurate and reliable, no representations, guarantee or 
warranty, express or implied, can be made as to its completeness, accuracy, or reliability.  


This communication does not constitute investment advice, is for informational purposes only and is not intended to 
meet the objectives or suitability requirements of any specific individual or account. An investor should assess his or 
her own investment needs based on his or her own financial circumstances and investment objectives. 


Lockwood in its capacity as an investment adviser and money manager may be engaged in the purchase and sale of 
securities discussed in this article in one or more of its discretionary portfolios. Lockwood personnel may also from 
time-to-time buy and sell these same securities for their personal accounts.  


Certain views expressed represent the opinion of Lockwood, which are subject to change and are not intended as 
investment recommendations, a forecast or guarantee of future results. Such information is derived from proprietary 
and non-proprietary sources which have not been independently verified for accuracy or completeness. Statements of 
future expectations, estimates, projections, and other forward-looking statements are based on available information 
and management’s view as of the time of these statements. Accordingly, such statements are inherently speculative 
as they are based on assumptions which may involve known and unknown risks and uncertainties. Actual results, 
performance or events may differ materially from those expressed or implied in such statements. 
Any factors discussed, including past performance of various investment strategies, sectors, vehicles and 
indices, are not indicative of future results.  


Past performance is not a guarantee of future results. Current performance may be lower or higher than the 
performance data quoted. The investment return and principal value of an investment will fluctuate, so that an 
investor’s assets, when sold, may be worth more or less than their original cost.  


There is no guarantee that investment objectives will be attained. Results may vary. There is no guarantee that risk 
can be managed successfully.  


Diversification and strategic asset allocation do not guarantee a profit or protect against a loss in declining markets. All 
investments are subject to risk, including the loss of principal.  


It is important to remember that there are risks inherent in any investment and that there is no assurance that any 
money manager, fund, asset class, index, style or strategy will provide positive performance over time.  
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Investors should carefully consider the investment objectives, risks, charges and expenses of any mutual 
fund before investing. This and other important information can be found in the fund prospectus and, if 
available, the summary prospectus, which may be obtained by visiting www.morningstar.com. Please read the 
prospectus and, if available, the summary prospectus carefully. 


Liquidity risk increases when particular investments are difficult to purchase or sell. A lack of liquidity also may cause 
the value of investments to decline. Illiquid investments may be harder to value, especially in changing markets. 
Typically liquid investments may become illiquid, particularly during periods of market turmoil. When illiquid assets 
must be sold in such market conditions (to meet redemption requests or other cash needs for example), it may be 
necessary to sell such assets at a loss.  


Investments in U.S. government agency securities involve fluctuation due to changing interest rates or other market 
conditions. Investors may experience a gain or loss due to prepayment of obligations and may receive back part of 
their investment before redemption. 


Short-term Treasury securities are susceptible to fluctuations in interest rates. If interest rates rise, bond prices will 
decline, despite the lack of change in both coupon and maturity. Price volatility typically increases with the length of the 
maturity and decreases as the size of the coupon decreases. 


Investments in mortgage- and/or asset-backed securities involve risk, including the risk of prepayment, which may 
affect the overall return of the investment. Only select deposit products and investments are guaranteed by the Federal 
Deposit Insurance Corporation (FDIC), and the credit quality of a particular security or group of securities does not 
ensure the stability or safety of the overall portfolio. 


An investment in money market funds is not insured or guaranteed by the Federal Deposit Insurance Corporation 
(FDIC) or any other government agency. Although the fund seeks to preserve the value of your investment at $1.00 
per share, it is possible to lose money by investing in a money market fund. The current (7-Day) yield quotation for a 
money market fund more closely reflects the current earnings of the fund than the total return quotation. 


Securities are not bank deposits. They are not insured or guaranteed by Lockwood, its affiliates or its parent 
companies.  


Securities are not insured or guaranteed by the Federal Deposit Insurance Corporation (FDIC), the Federal Reserve, 
the U.S Securities and Exchange Commission (SEC) or any other government agency.  


For more information about Lockwood, as well as its products, fees and services, please refer to Lockwood’s Form 
ADV Part 2, Firm Brochure, which may be obtained by writing to: Lockwood, Attn: Legal Department (AIM #19K-0203), 
760 Moore Road, King of Prussia, PA 19406, or by calling (800) 200-3033, option 3. 


 
 


 





		Money Market Fund Replacement

		 We are proposing the replacement of the money market fund currently used in all DreamAhead portfolios to a lower cost option.

		 More specifically, we would exchange the JPMorgan U.S. Government Money Market Fund Capital Shares (ticker: OGVXX) fund with the Vanguard Federal Money Market Fund Investor Shares (ticker: VMFXX).

		 This fund change would reduce the money market fund expense ratio from 0.18% to 0.11%.

		 Both are government money market funds appropriate for 529 plans.

		 Vanguard Federal Money Market Fund Investor Shares is currently used in three other 529 plans.

		 The Vanguard fund has approximately $194 billion in AUM as of 6/30/2020.

		 Additional information on the Vanguard Federal Money Market Fund Investor Shares (ticker: VMFXX) has been included in the meeting materials.

		Important Disclosures






Vanguard Federal Money Market Fund  (VMFXX)


Performance versus competitors
Percentage of US Gov't Money Market Funds outperformed by  VMFXX


Source: Lipper, a Thomson Reuters Company. Based on total returns as of June 30, 2020. Number of funds in category:
1-year, 144; 3-year, 133; 5-year, 111; 10-year, 103. Only funds with a minimum one-, three-, five-, or ten-year history,
respectively, were included in the comparison. Results will vary for other time periods.
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Annualized


Quarter-end Year-to-date 1-year 3-year 5-year 10-year


 Fund 0.08% 0.42% 1.39% 1.62% 1.10% 0.55%


 Benchmark 0.01% 0.23% 0.93% 1.10% 0.68% 0.34%
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Key facts


Expense ratio as of
12/20/2019


11 bps


As reported in the most recent prospectus.


Vanguard and the Fund's Board have voluntarily agreed to
temporarily limit certain net operating expenses in excess
of the Fund's daily yield so as to maintain a zero or positive
yield for the Fund. Vanguard and the Fund's Board may
terminate the temporary expense limitation at any time.


Designation Taxable 


Fund inception date 07/13/1981


Investor Shares
inception date


07/13/1981


Total net assets as
of 06/30/2020 ($M)


$194,882


Net fund assets for
VMFXX as of
06/30/2020 ($M)


$194,882


Benchmarked to Government Money
Market Funds Average


CUSIP 922906300


SEC yield* 0.12%


Investment
manager


Vanguard Fixed Income
Group


*Seven-day current yield net of expenses. The yield
quotation more closely reflects the current earnings of
the fund than the total return quotation.


All data as of June 30, 2020, unless otherwise noted.
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Investment approach


• Invests primarily in securities
issued by the U.S. government
or its agencies, as well as
repurchase agreements with
collateral backing of U.S.
Treasuries or to a lesser extent
mortgage-backed securities.


• Seeks to maintain a stable $1
net asset value (NAV).


• Maintains an average maturity
of 60 days or less.


You could lose money by investing in the Fund.
Although the Fund seeks to preserve the value of
your investment at $1.00 per share, it cannot
guarantee it will do so. An investment in the Fund
is not insured or guaranteed by the Federal
Deposit Insurance Corporation or any other
government agency. The Fund’s sponsor has no
legal obligation to provide financial support to the
Fund, and you should not expect that the sponsor
will provide financial support to the Fund at any
time.


Money market characteristics
VMFXX


Average maturity 57 days


Weighted average life 106 days


The performance data shown represent past performance, which is not a guarantee of future results.
Investment returns will fluctuate. Current performance may be lower or higher than the performance data
cited. For performance data current to the most recent month-end, visit our website at
vanguard.com/performance.
The performance of an index is not an exact representation of any particular investment, as you cannot invest
directly in an index. 
Figures for periods of less than one year are cumulative returns. All other figures represent average annual returns.
Performance figures include the reinvestment of all dividends and any capital gains distributions. All returns are net of
expenses. 


Performance







Vanguard Fixed Income Group—Firm overview


Investment philosophy/process


• The foundation for Vanguard money market funds' investment philosophy is a
consistent focus on several key principles:


– Low expense ratios.
– High standards for managing credit.
– Preserving liquidity through conservative fund management.
– Guarding against disruptive redemption relationships.


• The portfolio managers seek to add value primarily by emphasizing specific
issues that appear attractively priced based on historical yield-spread
relationships.


Portfolio management


• Identify relative value
opportunities.


• Seek to add value through
maturity management and
issue selection.


Integrate market outlook


• Utilize Vanguard’s outlook
for interest rate and
market changes.


• Integrate internal and
external restrictions with
familiarity around
issuance.


Cash-flow forecasts


• Identify known cash flow
into/out of the fund.


• Evaluate current and future
liquidity requirements.


* Vanguard is owned by the Vanguard funds, which, in turn, are owned by their shareholders.
FOR FINANCIAL ADVISORS AND INSTITUTIONS ONLY. NOT FOR PUBLIC DISTRIBUTION.


Source: Vanguard, as of June 30, 2020.


Key facts


• Client-owned.*


• Headquartered in Malvern, Pennsylvania with offices around the world,
including London, England, and Melbourne, Australia.


• More than $1.4 trillion in assets under management globally.


• More than 175 portfolio managers, traders, analysts, researchers, and support
staff.


Portfolio management


John C. Lanius 
• Portfolio manager.
• Advised the fund since 2007.
• Worked in investment management since


1997.
• B.A., Middlebury College.


Manager highlights


• John C. Lanius has served as portfolio
manager for the fund since 2007.


• He is supported by a team of
dedicated money market traders.







Distribution by issuer type


% of total net assets


U.S. Treasury Bills 63.6%


U.S. Govt. Obligations 29.5%


Repurchase Agreements 6.9%


Bankers Acceptances 0.0%


Yankee/Foreign 0.0%


Other 0.0%


U.S. Commercial Paper 0.0%


Certificates of Deposit 0.0%


Vanguard Federal Money Market Fund  (VMFXX)


FOR FINANCIAL ADVISORS AND INSTITUTIONS ONLY. NOT FOR PUBLIC DISTRIBUTION.
All data as of June 30, 2020, unless otherwise noted.







Vanguard Federal Money Market Fund  (VMFXX)
Total returns: Investor Shares


FOR FINANCIAL ADVISORS AND INSTITUTIONS ONLY. NOT FOR PUBLIC DISTRIBUTION.


Calendar-year performance


0%


2%


4%


2010 2011 2012 2013 2014 2015 2016 2017 2018 2019


Fund 0.02% 0.01% 0.01% 0.02% 0.01% 0.04% 0.30% 0.81% 1.78% 2.14%


 Benchmark 0.00 0.00 0.00 0.00 0.00 0.00 0.02 0.34 1.23 1.61


The performance data shown represent past performance, which is not a guarantee of future results. Investment returns will fluctuate. Current performance may be lower or higher than the performance data cited. For
performance data current to the most recent month-end, visit our website at vanguard.com/performance.
The performance of an index is not an exact representation of any particular investment, as you cannot invest directly in an index. 
Figures for periods of less than one year are cumulative returns. All other figures represent average annual returns. Performance figures include the reinvestment of all dividends and any capital gains distributions. All returns are net of expenses. 







Investment commentary as of 6/30/2020


• Financial markets rebounded from the impact of the coronavirus outbreak during the second quarter of 2020, after central banks worldwide responded with
unprecedented market stimulus. The U.S. Federal Reserve has continued to reaffirm its 0%–0.25% interest rate target and support varying security types
in the funding markets through its money market liquidity facility. The U.S. government carried out its $2 trillion stimulus plan and ended the quarter
discussing a second stimulus package. Investors have remained optimistic that the commitments from monetary and fiscal authorities can help to offset
the uncertainty surrounding the economic recovery. 


• After significant declines occurred across the Treasury yield curve in the first quarter, yields were relatively stable in the second, as Fed policy eased
volatility in the Treasury market. The 3-month yield rose 7 basis points (bps) to 0.13%, the 2-year yield declined 10 bps to 0.15%, the 5-year yield declined 9
bps to 0.29%, and the 10-year yield declined 1 bps to 0.66%. (A basis point is one-hundredth of a percentage point.)


• Vanguard Federal Money Market Fund returned 0.08% for the three months and yielded 0.12% at quarter-end. The average return of its peers was 0.01%.
The weighted average maturity of the fund’s securities was 57 days, and their average weighted life was 106 days. 


• As of June 30, roughly 24% of the fund’s assets were invested in U.S. agency obligations, and approximately 69% were invested in Treasuries. The
remaining 7% was invested in repurchase agreements collateralized by U.S. government obligations, primarily Treasury securities. The fund’s exposure to
floating-rate securities was approximately 17%. These securities allow the advisor to maintain the fund’s short maturity profile.


• For the 12 months ended June 30, the Treasury yield curve shifted downward in nearly a parallel fashion, driven by yield declines across the curve in the
first quarter of 2020. The 3-month yield fell 196 bps, the 2-year yield fell 161 bps, the 5-year yield fell 148 bps, and the 10-year yield fell 135 bps. The fund
returned 1.40%, compared with an average of 0.93% for its peers.


Note: Changes in yields may reflect rounding.


Vanguard Federal Money Market Fund  (VMFXX)


FOR FINANCIAL ADVISORS AND INSTITUTIONS ONLY. NOT FOR PUBLIC DISTRIBUTION.







Important Information
For more information about any fund, visit institutional.vanguard.com or call 866-499-8473 to obtain a prospectus or, if available, a summary prospectus. Investment objectives, risks, charges,
expenses, and other important information are contained in the prospectus; read and consider it carefully before investing.


Vanguard ETF® Shares are not redeemable with the issuing fund other than in very large aggregations worth millions of dollars. Instead, investors must buy or sell Vanguard ETF Shares in the secondary market
and hold those shares in a brokerage account. In doing so, the investor may incur brokerage commissions and may pay more than net asset value when buying and receive less than net asset value when selling.


Mutual funds and all investments are subject to risk, including the possible loss of the money you invest. Prices of mid- and small-cap stocks often fluctuate more than those of large-company stocks. Investments
in stocks or bonds issued by non-U.S. companies are subject to risks including country/regional risk and currency risk. These risks are especially high in emerging markets. Funds that concentrate on a relatively
narrow sector face the risk of higher share-price volatility. It is possible that tax-managed funds will not meet their objective of being tax-efficient. Because company stock funds concentrate on a single stock, they
are considered riskier than diversified stock funds.


Investments in bond funds are subject to the risk that an issuer will fail to make payments on time and that bond prices will decline because of rising interest rates or negative perceptions of an issuer's ability to
make payments. High-yield bonds generally have medium- and lower-range credit quality ratings and are therefore subject to a higher level of credit risk than bonds with higher credit quality ratings. Although the
income from a municipal bond fund is exempt from federal tax, you may owe taxes on any capital gains realized through the fund's trading or through your own redemption of shares. For some investors, a portion
of the fund's income may be subject to state and local taxes, as well as to the federal Alternative Minimum Tax. Diversification does not ensure a profit or protect against a loss.


While U.S. Treasury or government agency securities provide substantial protection against credit risk, they do not protect investors against price changes due to changing interest rates. Unlike stocks and bonds,
U.S. Treasury bills are guaranteed as to the timely payment of principal and interest.


Investments in Target Retirement Funds or Trusts are subject to the risks of their underlying funds. The year in the fund name refers to the approximate year (the target date) when an investor in the fund or trust
would retire and leave the workforce. The fund or trust will gradually shift its emphasis from more aggressive investments to more conservative ones based on its target date. An investment in the Target
Retirement Fund or Trust is not guaranteed at any time, including on or after the target date.


 Each LifeStrategy Fund invests in four broadly diversified Vanguard funds and is subject to the risks associated with those underlying funds.


Vanguard collective trusts are not mutual funds. They are collective trusts available only to tax-qualified plans and their eligible participants. Investment objectives, risks, charges, expenses, and other important
information should be considered carefully before investing. The collective trust mandates are managed by Vanguard Fiduciary Trust Company, a wholly owned subsidiary of The Vanguard Group, Inc.


A stable value investment is neither insured nor guaranteed by the U.S. government. There is no assurance that the investment will be able to maintain a stable net asset value, and it is possible to lose money in
such an investment.


The Factor Funds are subject to investment style risk, which is the chance that returns from the types of stocks in which a Factor Fund invests will trail returns from the U.S. stock markets. Factor Funds are subject
to manager risk, which is the chance that poor security selection will cause a Factor Fund to underperform its relevant benchmark or other funds with a similar investment objective and sector risk, which is the
chance that significant problems will affect a particular section in which a Factor Fund invests, or that returns from that sector will trail returns from the overall stock market.


The investment strategies to be utilized by Vanguard Alternative Strategies Fund are complex and an investment in the fund may involve greater risk than investing in a traditional portfolio of stocks, bonds, and
cash. There is no guarantee that the performance of Vanguard Alternative Strategies Fund will have low correlation with the returns of traditional capital markets. An investment in the fund could lose money over
short, intermediate, or even long periods of time. Returns may vary substantially over time, and there is no guarantee that the fund will achieve its investment objective or that any of its investment strategies
individually or collectively will succeed. The fund’s strategies involve the use of leverage so its investment program may be considered speculative and is expected to involve considerable risks. The fund could lose
money at any time and may underperform the markets in which it invests during any given period, regardless of whether such markets rise or fall.


FOR FINANCIAL ADVISORS AND INSTITUTIONS ONLY. NOT FOR PUBLIC DISTRIBUTION.







Important Information
Vanguard Commodity Strategy Fund could lose all, or substantially all, of its investments in instruments linked to the returns of commodity futures or other commodity investments. Commodity futures trading is
volatile, and even a small movement in market prices could cause large losses.


Investments in derivatives may involve risks different from, and possibly greater than, those of investments in the underlying securities or assets.


The information contained herein does not constitute tax advice and cannot be used by any person to avoid tax penalties that may be imposed under the Internal Revenue Code. We recommend that you consult a
tax or financial advisor about your individual situation.


Advice services are provided by Vanguard Advisers, Inc., a registered investment advisor.


Brokerage services are plan-specific and may be provided by TD Ameritrade, Inc., member FINRA/SIPC or Vanguard Brokerage Services®, a division of Vanguard Marketing Corporation, member FINRA/SIPC. Refer
to Vanguard’s plan documents for information on the applicable brokerage services provider. TD Ameritrade and Vanguard are separate and unaffiliated firms, and are not responsible for each other’s services or
policies. TD Ameritrade is a trademark jointly owned by TD Ameritrade IP Company, Inc., and the Toronto-Dominion Bank. Used with permission.


CFA® and Chartered Financial Analyst® are trademarks owned by CFA Institute.


Financial Engines is a registered trademark, and Financial Engines Investment Advisor service is a registered service mark of Financial Engines, Inc. Financial Engines Advisors L.L.C., a federally registered
investment advisor and wholly owned subsidiary of Financial Engines, Inc., provides all advisory services. The Vanguard Group has partnered with Financial Engines to provide the Vanguard Managed Account
Program and Personal Online Advisor, powered by Financial Engines.


CGS identifiers have been provided by CUSIP Global Services, managed on behalf of the American Bankers Association by Standard & Poor’s Financial Services, LLC, and are not for use or dissemination in a
manner that would serve as a substitute for any CUSIP service. The CUSIP Database, © 2020 American Bankers Association. “CUSIP” is a registered trademark of the American Bankers Association.


Vanguard Marketing Corporation, Distributor of the Vanguard Funds. U.S. Patent Nos. 6,879,964; 7,337,138; 7,720,749; 7,925,573; 8,090,646; 8,417,623; and 8,626,636.


BLOOMBERG® is a trademark and service mark of Bloomberg Finance L.P. BARCLAYS® is a trademark and service mark of Barclays Bank Plc, used under license. Bloomberg Finance L.P. and its affiliates, including
Bloomberg Index Services Limited ("BISL") (collectively, "Bloomberg"), or Bloomberg's licensors own all proprietary rights in the Bloomberg Barclays Indices.


The products are not sponsored, endorsed, issued, sold, or promoted by “Bloomberg or Barclays.” Bloomberg and Barclays make no representation or warranty, express or implied, to the owners or purchasers of
the products or any member of the public regarding the advisability of investing in securities generally or in the products particularly or the ability of the Bloomberg Barclays Indices to track general bond market
performance. Neither Bloomberg nor Barclays has passed on the legality or suitability of the products with respect to any person or entity. Bloomberg’s only relationship to Vanguard and the products are the
licensing of the Bloomberg Barclays Indices, which are determined, composed, and calculated by BISL without regard to Vanguard or the products or any owners or purchasers of the products. Bloomberg has no
obligation to take the needs of the products or the owners of the products into consideration in determining, composing, or calculating the Bloomberg Barclays Indices. Neither Bloomberg nor Barclays is
responsible for and has not participated in the determination of the timing of, prices for, or quantities of the products to be issued. Neither Bloomberg nor Barclays has any obligation or liability in connection with
the administration, marketing, or trading of the products.


"Bloomberg®” and “Bloomberg Commodity Index SM” are service marks of Bloomberg Index Services Limited and its affiliates (collectively, “Bloomberg”) and have been licensed for use for certain purposes by
Vanguard. Neither Bloomberg nor UBS Securities LLC and its affiliates (collectively, “UBS”) are affiliated with Vanguard, and Bloomberg and UBS do not approve, endorse, review, or recommend Vanguard
Commodity Strategy Fund. Neither Bloomberg nor UBS guarantees the timeliness, accurateness, or completeness of any data or information relating to Bloomberg Commodity Index. 
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Important Information
London Stock Exchange Group companies include FTSE International Limited ("FTSE"), Frank Russell Company ("Russell"), MTS Next Limited ("MTS"), and FTSE TMX Global Debt Capital Markets Inc. ("FTSE TMX").
All rights reserved. "FTSE®," "Russell®," "MTS®," "FTSE TMX®," and "FTSE Russell," and other service marks and trademarks related to the FTSE or Russell Indexes are trademarks of the London Stock Exchange
Group companies and are used by FTSE, MTS, FTSE TMX, and Russell under license. All information is provided for information purposes only. No responsibility or liability can be accepted by the London Stock
Exchange Group companies nor its licensors for any errors or for any loss from use of this publication. Neither the London Stock Exchange Group companies nor any of its licensors make any claim, prediction,
warranty, or representation whatsoever, expressly or impliedly, either as to the results to be obtained from the use of the FTSE Indexes or the fitness or suitability of the indexes for any particular purpose to which
they might be put.


The index is a product of S&P Dow Jones Indices LLC (“SPDJI”) and has been licensed for use by Vanguard. Standard & Poor’s® and S&P® are registered trademarks of Standard & Poor’s Financial Services LLC
(“S&P”); Dow Jones® is a registered trademark of Dow Jones Trademark Holdings LLC (“Dow Jones”); S&P® and S&P 500® are trademarks of S&P; and these trademarks have been licensed for use by SPDJI and
sublicensed for certain purposes by Vanguard. Vanguard product(s) are not sponsored, endorsed, sold, or promoted by SPDJI, Dow Jones, S&P, or their respective affiliates, and none of such parties make any
representation regarding the advisability of investing in such product(s) nor do they have any liability for any errors, omissions, or interruptions of the index.


Morningstar data ©2020 Morningstar, Inc. All rights reserved. The information contained herein: (1) is proprietary to Morningstar and/or its content providers; (2) may not be copied or distributed; and (3) is not
warranted to be accurate, complete, or timely. Neither Morningstar nor its content providers are responsible for any damages or losses arising from any use of this information. Past performance is no guarantee of
future results.


The Russell Indexes and Russell® are registered trademarks of Russell Investments and have been licensed for use by The Vanguard Group. The products are not sponsored, endorsed, sold, or promoted by Russell
Investments, and Russell Investments makes no representation regarding the advisability of investing in the products. 


“Dividend Achievers” is a trademark of The NASDAQ OMX Group, Inc. (collectively, with its affiliates, “NASDAQ OMX”) and has been licensed for use by The Vanguard Group, Inc. Vanguard mutual funds are not
sponsored, endorsed, sold, or promoted by NASDAQ OMX, and NASDAQ OMX makes no representation regarding the advisability of investing in the funds. NASDAQ OMX MAKES NO WARRANTIES AND BEARS
NO LIABILITY WITH RESPECT TO THE VANGUARD MUTUAL FUNDS.


The funds or securities referred to herein are not sponsored, endorsed, or promoted by MSCI, and MSCI bears no liability with respect to any such funds or securities. The prospectus or the Statement of Additional
Information contains a more detailed description of the limited relationship MSCI has with Vanguard and any related funds.


The Global Industry Classification Standard ("GICS") was developed by and is the exclusive property and a service mark of MSCI Inc. ("MSCI") and Standard and Poor's, a division of McGraw-Hill Companies, Inc.
("S&P") and is licensed for use by Vanguard. Neither MSCI, S&P, nor any third party involved in making or compiling the GICS or any GICS classification makes any express or implied warranties or representations
with respect to such standard or classification (or the results to be obtained by the use thereof), and all such parties hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability,
or fitness for a particular purpose with respect to any such standard or classification. Without limiting any of the foregoing, in no event shall MSCI, S&P, any of its affiliates, or any third party involved in making or
compiling the GICS or any GICS classification have any liability for any direct, indirect, special, punitive, consequential, or any other damages (including lost profits) even if notified of the possibility of such
damages.
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Important Information
Copyright ©2020, Citigroup Index LLC. All rights reserved. "Citigroup", "Citi" and other service marks and trademarks related to Citigroup Index LLC are trademarks and service marks of Citigroup Inc. or its
affiliates, are used and registered throughout the world, and are used under license for certain purposes by Vanguard. The investment fund offered herein is not sponsored, endorsed, sold or promoted by Citigroup
Index LLC ("Citigroup Index"), and Citigroup Index makes no representation regarding the advisability of investing in such fund. Reproduction of the Citigroup Index data and information in any form is prohibited
except with the prior written permission of Citigroup Index. Although such data and information is believed to be reliable, Citigroup Index does not guarantee the accuracy, adequacy, completeness or availability of
any data and information and is not responsible for any errors or omissions or for the results obtained from the use of such data and information. CITIGROUP INDEX GIVES NO EXPRESS OR IMPLIED WARRANTIES,
INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE. In no event shall Citigroup Index be liable for any direct, indirect, special or
consequential damages in connection with any use of the Citigroup Index data and information.


Center for Research in Security Prices, LLC (CRSP®) and its third-party suppliers have exclusive proprietary rights in the CRSP® Index Data, which has been licensed for use by Vanguard but is and shall remain
valuable intellectual property owned by, and/or licensed to, CRSP®. The Vanguard Funds are not sponsored, endorsed, sold or promoted by CRSP®, The University of Chicago, or The University of Chicago Booth
School of Business and neither CRSP®, The University of Chicago, or The University of Chicago Booth School of Business, make any representation regarding the advisability of investing in the Vanguard Funds.
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September 9, 2020 
 
Dear WA529 Committee: 
 
Enclosed is an overview of the 2021 fiscal year administrative budgets for the Guaranteed Education 
Tuition (GET) program (Fund 788) and the DreamAhead College Investment Plan (Fund 463). This 
document includes projected administrative expenditures for each program and identifies revenue 
sources for funding these expenditures. This document does not contain anticipated benefits payments 
(distributions) to program participants, as such payments are not subject to appropriations or allotments 
(RCW 28B.95.060(2) and RCW 28B.95.085(2)). 
 
Background  
Washington College Savings Plans (WA529) are relatively unique among State programs, as the plans 
are intended to be self-sustaining and receive no on-going state appropriations. The program funds are, 
however, subject to the allotment of all expenditures for program administration (RCW 28B.95.060(2) 
and RCW 28B.95.085(2)). State law authorizes the committee to formulate and adopt rules for the 
efficient administration of the program (RCW 28B.95.030(10)(f) and 28B.95.032(9)(f)). Each year, 
WSAC program staff develop annual administrative budget proposals and provide them for Committee 
consideration and approval in September. 
 
Since 2014, staff have developed the annual budget proposals using the following methodology:   


• Review past expenditures from the prior year; 
• Make adjustments in response to policy and/or programmatic changes that anticipate higher or 


lower expenditure levels; 
• Review each functional unit’s anticipated expenditures with the unit manager at the object and 


sub-object level; 
• Work with senior program leadership and senior WSAC leadership to prepare the final proposed 


budget for committee consideration and approval; 
• Secure committee approval; 
• Complete WSAC’s allotment process. 


 
On behalf of the WA529 staff, I hope that you find this document informative for approving the Fiscal 
Year 2021 administrative budgets for GET and DreamAhead. We welcome your input, comments, and 
questions. 
 
Sincerely, 
 
 
 
Lucas Minor 
WA529 Director  
Washington Student Achievement Council 
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FY20 Budget vs. Actual Review 
 
Budget Recap 
The total planned FY20 expenditures were $5,534,979 for the GET program and $992,492 for 
DreamAhead. GET’s budget remained significantly higher than DreamAhead’s because GET is a 
mature, self-operated program that must cover the full cost of administrative functions. 
 
Actuals 
Actual FY20 expenditures for GET and DreamAhead tracked closely with projected spending, though 
both programs recognized cost savings compared to their Committee-approved budgets. These cost 
savings were primarily attributable to salary savings due to unfilled positions for part of the year, lower 
than anticipated indirect expenses, and conference and travel cost savings due to COVID-19. GET’s 
actual FY20 expenditures totaled $4,903,064, or 11.4% under the projected amounts. DreamAhead’s 
actual FY20 expenditures totaled $889,189, or 10.4% under the projected amounts. 
 
FY20 Comparison – Budget vs. Actuals 
 


GET – Fund 788 FY20 Approved FY 20 Actuals Variance 


Total $5,534,979  $4,903,064  -11.4% 
   Objects A&B – Salaries & Benefits $2,461,873  $2,359,939   


   Object C - Contracts $894,405  $804,009   


   Object E - Goods & Services $636,645  $400,075   


   Object G - Travel $44,155  $17,446   


   Object J - Capital Outlay $15,115  $18,895   


   Object T - Indirect Expenses $1,482,786  $1,302,700   
 


DreamAhead – Fund 463 FY20 Approved FY 20 Actuals Variance 


Total $992,491  $889,189  -10.4% 
   Objects A&B – Salaries & Benefits $353,842  $338,120   


   Object C - Contracts $215,250  $175,597   


   Object E - Goods & Services $191,774  $179,043   


   Object G - Travel $17,771  $7,515   


   Object J - Capital Outlay $735  $2,648   


   Object T - Indirect Expenses 
$213,119  $186,266 
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FY21 Budget Proposals 


Guaranteed Education Tuition (GET) Program (Fund 788) 
Projected Administrative Expenditures* 


 FY21 Budgeted Amount 


Total $5,427,485  


  Object A - Salaries $1,712,147  
      23.5 FTE (15.8 dedicated staff, 11 staff split with DreamAhead, based on GET workload)  


  Object B - Benefits $645,438  


  Object C - Contracts $905,155  
      Media Buying Services (Primarily TV, Radio, & Digital Ad Placements) 800,000  
      Actuarial Services 67,655  
      Other Contracted Services 37,500  


  Object E - Goods & Services $649,526  
      Print, Web, and Social Media Advertising (ads not placed through media buyer)  196,890  
      GET Share of Agency Office Space Lease Expenses 134,258  
      IT & Telecommunications (software licenses and cloud, mobile, CTS, VPN services, etc.) 69,868 
      Outreach Expenses (sponsorships, booth rentals, promo items, etc.) 44,222  
      Operations Printing & Postage Costs 42,500  
      Marketing Material Printing/Postage 35,275  
      AAG/Special AAG Services 32,000  
      Auditor Expenses 15,000  
      Banking Services 14,000  
      Other Goods & Services 35,513  
      Contingency Funds 30,000  


  Object G - Travel $29,950  
      Conference/Training Travel 19,850  
      Statewide Community Outreach and Business Development Travel Expenses 9,600  
      Other Travel Expenses 500  


  Object J - Capital Outlays $44,600  
      Workstation Replacements 44,000  
      Other Equipment 600  


  Object T - Indirect Expenses $1,440,669  
      GET Share of Agency Indirect Pool (approx. 60% of Objects A & B)  


 
* Notes: 


• The Washington State Investment Board's fee for managing the GET fund ($23,000-$41,000/mo.) is deducted 
from the earnings monthly (per RCW 43.33A.160) and is not included in the program administrative budget.  


• Per RCW 28B.95.060, GET funds are not subject to appropriation, but are subject to allotment of all 
administrative expenditures. 2019-21 Biennial Expenditure Authority from OFM is $14,093,000. 
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DreamAhead College Investment Plan (Fund 463) 
Projected Administrative Expenditures* 


 FY21 Budgeted Amount 


Total $990,895 
  Object A - Salaries $228,381  
      3.3 FTE (11 staff split with GET, based on DreamAhead workload)  


  Object B - Benefits $87,812  


  Object C - Contracts $227,500  
      Media Buying Services (Primarily TV, Radio, & Digital Ad Placements) 200,000  
      Other Contracted Services 27,500  


  Object E - Goods & Services $218,790  
      Print, Web, and Social Media Advertising (ads not placed through media buyer)  72,040  
      AAG/Special AAG Services 48,000  
      Outreach Expenses (sponsorships, booth rentals, promo items, etc.) 45,398  
      Facilities Cost (DreamAhead share of total agency cost) 19,138  
      Printing and Mailing of Marketing Materials 15,375  
      IT & Telecommunications (software licenses and cloud, mobile, CTS, VPN services, etc.) 6,750  
      Auditor Expenses 1,000  
      Other Goods & Services 6,089  
      Contingency Funds 5,000 


  Object G - Travel $17,650  
      Statewide Community Outreach and Business Development Travel Expenses 9,200  
      Due Diligence Visits to DreamAhead Program Manager 5,000 
      Conference/Training Travel 3,450  


  Object J - Capital Outlays $5,400  
      Workstation Replacements 5,000  
      Other Equipment 400  


  Object T - Indirect Expenses $205,362  
      DreamAhead Share of Agency Indirect Pool (approx. 60% of Objects A & B)  


 


* Note: Per RCW 28B.95.085, DreamAhead funds are not subject to appropriation, but are subject to allotment of all administrative 
expenditures. The program’s allotments have been approved by OFM at $2,040,501 for the 2019-21 Biennium. 


 


FY21 – WA529 FTE Allocations  
 


 FTE GET DreamAhead 
Total 26.8 23.5 3.3 


Program Director 1 0.75 0.25 
Program Assistant 1 0.85 0.15 
Associate Director for GET Operations 1 0.90 0.10 
Data and Records Analyst 1 0.90 0.10 
Senior Program Accountant 1 0.70 0.30 
Marketing/Communications Staff 4 2.40 1.60 
Community Outreach Staff  2 1.20 0.80 
Dedicated GET Staff (Operations & IT Staff + 1 Vacancy) 15.8 15.80 0.00 
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Year-over-Year Expenditure Comparisons 
 
Guaranteed Education Tuition (GET) Program – Fund 788 
FY20 vs. FY21 comparison 
 


 


FY 20 
Approved 


FY 21 
Projected 
Expenses 


YOY 
Change 


FY 20 
Actuals 


FY 21 
Projected 
Expenses 


YOY 
Change 


Total Expenditures $5,534,979 $5,427,485 -1.9% $4,903,065 $5,427,485 10.7% 
   Object A - Salaries $1,806,091 $1,712,147  $1,732,040 $1,712,147  


   Object B - Benefits $655,782 $645,438  $627,900 $645,438  


   Object C - Contracts $894,405 $905,155  $804,009 $905,155  


   Object E - Goods & Services $636,645 $649,526  $400,075 $649,526  


   Object G - Travel $44,155 $29,950  $17,446 $29,950  


   Object J - Capital Outlay $15,115 $44,600  $18,895 $44,600  


   Object T - Indirect Expenses $1,482,786 $1,440,669  $1,302,700 $1,440,669  
 


 
 


DreamAhead College Investment Plan – Fund 463 
FY20 vs. FY21 comparison 
 


 


FY 20 
Approved 


FY 21 
Projected 
Expenses 


YOY 
Change 


FY 20 
Actuals 


FY 21 
Projected 
Expenses 


YOY 
Change 


Total Expenditures $992,491 $990,895 -0.2% $889,189 $990,895 11.4% 
   Object A - Salaries $259,879 $228,381  $247,920 $228,381  


   Object B - Benefits $93,963 $87,812  $90,200 $87,812  


   Object C - Contracts $215,250 $227,500  $175,597 $227,500  


   Object E - Goods & Services $191,774 $218,790  $179,043 $218,790  


   Object G - Travel $17,771 $17,650.  $7,515 $17,650  


   Object J - Capital Outlay $735 $5,400  $2,648 $5,400  


   Object T - Indirect Expenses $213,119 $205,362  $186,266 $205,362  


 
 
Notable Factors Influencing YOY Changes 
Applicable to both GET and DreamAhead 


 
+ Salary increases for employees not impacted by Governor’s cost savings executive order  
+ Computer replacements for staff to better accommodate remote work 
+ Website redesign expenses (last redesigned in 2014) 
-  Mandatory state furlough days 
-  Reduced travel planned due to COVID-19 restrictions  
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WA529 Revenue Sources and Program Fees 
 
By statute, both WA529 plans are to be self-sustaining and receive no on-going state appropriations. GET 
collects an expense component contained in the GET unit purchase price as well as service-based fees 
that contribute toward program administration costs. For DreamAhead, both WSAC and the agency’s 
vendor (Sumday Administration) charge account-level and asset-based fees that provide revenue to 
contribute towards covering program administrative expenses. Sumday also collects service-based fees.  
 
GET Revenue Sources 
As with ensuring the program can meet all future obligations to program participants, GET must also 
ensure that the program is able to fund all anticipated administrative costs.  
 
GET Expense Component of Unit Price 
Unlike DreamAhead, which collects annual fees based on the number of accounts and the dollar value of 
assets held in trust, GET collects the majority of the money to defray on-going program administration 
once when selling a new unit. The expense component of the GET unit purchase price (as authorized in 
RCW 28B.95.020(24)) is described below. 
 


Expense Component of Unit Price Variable amount that contributes to the program’s 
administrative costs for servicing accounts/units.* 


* The procedure for calculating the expense component is as follows: start with the present value of program expenses for 
currently unredeemed units at June 30 of the current year; increase that amount with one year of interest at the current 
assumed rate of investment return for the GET fund to reflect a present value at the end of the next enrollment period; divide 
that amount by the number of unredeemed units as of June 30 of the current year. 


 
Administrative/Service-based Fees 
The program also collects a modest amount of revenue from service-based administrative fees (as 
authorized in RCW 28B.95.030(12)(c)) that are charged to participants for specific purposes, such as 
dishonored payments (see fee schedule below). 
 


Enrollment Fee $0 for online enrollments ($50 for paper 
enrollments) 


Late Payment Fee $10 
Dishonored Payment Fee $25 or actual bank charge, whichever is greater 


Refund Fees: 
Account Cancellation Fee 
Account Maintenance Fee 
Program Refund Penalty 


• $10 
• $1.70/month the account was open and active 
• 10% of earnings or $100, whichever is greater 


Scholarship 
Account Fees: 


Scholarship Set-Up Fee 
Student Account Transfer Fee 


• $100 per master account 
• $25 


 


Custom Monthly Plan Components 
Customers may choose to lock in the current unit price with the convenience of making a fixed monthly 
payment over a selected term via the Custom Monthly Plan. Monthly payments include a 5.5% 
financing component that offsets lost investment earnings that GET would otherwise have recognized if 
the units had been purchased up front. WA529 staff will ask the Committee to revisit the finance charge 
following the next GET Experience Study that OSA expects to complete by the end of FY21. Custom 
Monthly Plans opened before November 1, 2019 include a 7.5% finance component and a $1.54 per 
month payment processing fee. 
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DreamAhead Revenue Sources 
WA529 is solely responsible for covering any DreamAhead contract oversight and marketing costs and 
collects a portion of total administrative fees paid by participants (as authorized by RCW 
28B.95.032(9)(d)). The program manager, Sumday Administration, LLC, is also solely responsible for 
covering its own administrative costs through the collection of administrative fees. The Committee and the 
vendor may revisit fees as assets under management grow and reach certain milestones. 
 


General Account Fees 
WA529 and Sumday each collect fees based on program participation and assets under management that 
contribute to the cost of administering and promoting the program.  
 


Annual Maintenance Fee 
     WA529 portion  
     Sumday portion 


 
• $5 annually (billed quarterly on a pro-rata basis) 
• $30 annually (billed quarterly on a pro-rata basis) 


Asset-based Fees 
     WA529 portion 
     Sumday portion 
     Fund company portion 


 
• 0.100% of assets under management 
• 0.120% of assets under management 
• 0.035% - 0.180% of assets under management 


 


Service-Based Fees 
Sumday Administration collects additional service-based fees to offset costs incurred for specific purposes. 
WA529 receives no revenue from these fees.  
 


Rollovers/Transfers out of plan: $25 
ACH fail/Returned checks $25 
Statement delivery $10 per account, per year 
Paper check disbursement $2.50 
Overnight delivery $15 
Reissue checks $15 
Outgoing wires $15 
Paper historical statements $10 (and postage incurred, if required) 


 


DreamAhead Deficit Spending Plan 
Like GET, DreamAhead receives no on-going state appropriations and must ultimately be self-
sustaining. To fund DreamAhead’s startup costs, the Legislature appropriated $25,000 and authorized 
the program to maintain an initial cash deficit for up to five fiscal years. This deficit spending authority 
allowed WSAC to establish DreamAhead with no initial revenue beyond the $25,000 appropriation. The 
chart below shows the projected discharge date for the initial cash deficit based on anticipated fee 
revenue. WA529 anticipates discharging the deficit within the statutorily authorized timeframe.  
 


 FY21 FY22 FY23 FY24 
Beginning Balance ($496,023)    
Estimated Fee Revenue Collected $1,058,500 $1,134,000 $1,209,500 $1,409,903 
Estimated Expenditures Incurred $990,895 $1,000,000 $1,000,000 $1,035,000 
Account Surplus/Deficit ($428,418) ($294,418) ($84,918) $289,985  


     
Projected Assets Under Management $900 Million $950 Million $1 Billion $1.1 Billion 
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• See the Appendix to this presentation for additional information on the 
data, assumptions, and methods we used to prepare this price-setting 
and risk analysis


• See our letter dated August 20, 2020, for supporting information on the 
current status of the program


• Updated actuarial analysis to assist the Committee in adopting a unit 
price for the upcoming enrollment period


• This analysis may not be appropriate for other purposes and should be 
replaced with updated analysis for adopting a unit price after the next 
enrollment period


Purpose and Intended Use


Today’s Presentation


Disclosure


0


1
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Analysis Summary


• 132% funded status and $375 million reserve at June 30, 2020
• Based on a roll-forward from June 30, 2019
• Results of June 30, 2020, Actuarial Valuation Report may vary


Current Program Status


• Best estimate unit price range of $129 to $147 for next enrollment period
• Payout value of $111.03 for current academic school year
• Unit price of $121 adopted for last enrollment period


Price Setting Information


• We analyzed reserve levels ranging from 10% to 20%
• Current 15% reserve policy remains reasonable


Risk Analysis


O
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Current Program Status at June 30, 2020


2020 results reflect updated investment return and 
tuition growth assumptions
2020 roll-forward results may vary from the June 30, 
2020, GET Actuarial Valuation Report (GAVR) 
available/final in November


Funded Status Summary


(Dollars in Millions) 2020* 2019 GAVR
Present Value of Future Obligations $1,185 $1,108


Market Value of Assets 1,458 1,355
Present Value of Receivables 102 101


Present Value of Fund $1,559 $1,456
Funded Status 132% 131%
Reserve/(Deficit) $375 $347
*Based on a roll-forward procedure starting with the 2019 GAVR.
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Updated Assumptions


Lowered the assumed rate of investment return from 
5.25% to 4.75%


Based on the program’s new asset allocation and expected COVID-19 
impacts
Reminder: Asset allocation changed from 60/40 to 40/60 (global 
equities/fixed income)


Tuition Growth Assumption 
By School Year


Prior
Assumption


New 
Assumption


2020-21 2.2% 2.4%
2021-22 5.5% 5.5%
2022-23 5.5% 5.5%
2023-29 5.5% 5.5%


2029+ 5.0% 5.0%


Retained the tuition growth assumptions from last year 
with minor update


We do not assume a continuation                                                             
of the current law tuition policy
Based on our professional                                                                   
judgment and consideration of                                                                       
potential tuition policy changes                                                                                   
in response to current and                                                                             
anticipated future budget                                                                                    
shortfalls
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Potential Assumption Changes for Next Year


WSIB will have updated Capital Market Assumptions 
(CMAs) next spring


New CMAs could lead to an updated assumed rate of investment 
return


Legislature will set tuition policy for 2021-23 in the next 
regular session


We will update our tuition growth assumptions to reflect actual 
tuition policy


We will complete an experience study next year 
Review and update all our assumptions


4
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Funded Status and Tuition Growth History
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Components of Unit Price


• Covers the present value of the expected cost of future tuition and 
applicable state-mandated fees


Expected Cost


• Contributes to the payment of administrative expenses
Expenses


• Covers unexpected future costs such as higher than expected tuition 
growth or lower than expected investment returns


• 15% reserve included in recently adopted unit price


Reserve


• An optional component that covers unexpected past costs from significant 
program or policy changes


• Not included in current unit pricing


Amortization


6
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Unit Price Information with                                          
15% Reserve Policy


The total unit price and premium increased primarily from 
the lower assumed rate of return
To develop the best estimate range, we varied both the 
assumed rate of investment return and tuition growth rates


GET Unit Price Information


2020-21 Enrollment 2019-20 Enrollment


Unit Price
Best 


Estimate
Best Estimate 


Range Best Estimate
Expected Cost $116.91 $102.86 
Expenses 3.03 2.78
Reserve 17.99 15.87
Amortization N/A N/A
Total Unit Price $137 $129 – $147 $121 
Increase Above Prior Year 13.2% 6.6% – 21.5% 7.1%
Premium 23.4% 16.2% – 32.4% 11.6%
Note: Totals are truncated and may not agree. Premium represents the increase of the Total Unit Price 
over today’s unit payout value, $111.03, expressed as percentage.
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Tuition Growth and Return Assumptions 
for Best Estimate Range


Tuition Growth Assumptions


2020-21 2021-29 2029-30+


Low Price Range 2.40% 5.00% 5.00%


Best Estimate 2.40% 5.50% 5.00%


High Price Range 2.40% 6.00% 5.00%


Investment Return Assumptions


2020-21 2021-29 2029-30+
Low Price Range 4.75% 5.15% 4.75%
Best Estimate 4.75% 4.75% 4.75%
High Price Range 4.75% 4.35% 4.75%


8
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Risk Analysis for Unit Pricing


The program’s on-going success depends on maintaining a 
delicate balance between risk and affordability


“Risk” that the state will need to contribute to the program
“Affordability” of future GET units to be purchased by customers


The Committee manages risk when selling units through 
the reserve component in the unit price


The larger the reserve, the lower the risk to the state; but
The higher the reserve, the less affordable the unit price and vice 
versa 
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Risk Analysis for Unit Pricing (cont’d)


For the risk analysis, we demonstrate the level of 
protection a 10%, 15%, or 20% reserve provides against 
adverse tuition growth or return scenarios
Put another way, we evaluate whether the accumulated 
value of assets collected from the purchaser would be 
sufficient to provide for the redemption of the unit 
15 years later


Assuming asset and tuition growth consistent with each scenario


Current 15% reserve policy remains reasonable
As with any financial security program, risks can change 
over time and some risks may not materialize
We recommend the Committee continue to monitor and 
evaluate the program’s risks/reserve policy


10
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Higher than Expected Tuition Growth or
Lower than Expected Returns


In this scenario, we vary either tuition growth or 
investment returns with


A fixed and level change to the best estimate assumption 
each year


We don’t change both assumptions at the same time 
in this scenario


Protection Provided by Various Reserves


Assumption 10% Reserve 15% Reserve 20% Reserve
FY 21 - FY 24 


Tuition Growth (ROR as Expected); or 6.20% 6.50% 6.80%
Investment Return (TG as Expected) 4.05% 3.75% 3.45%


FY 25 - FY 28
Tuition Growth (ROR as Expected); or 6.20% 6.50% 6.80%
Investment Return (TG as Expected) 4.05% 3.75% 3.45%


FY 29+ 
Tuition Growth (ROR as Expected); or 5.70% 6.00% 6.30%
Investment Return (TG as Expected) 4.05% 3.75% 3.45%
Calculated Unit Price $131 $137 $143


O
ffice of the State A


ctuary


13


Higher than Expected Tuition Growth and
Lower than Expected Returns


In this scenario, we vary both tuition growth and 
investment returns with


A 4-year period of higher/lower than expected tuition 
growth/rate of return (short-term shock)
Followed by a 4-year recovery period before returning to our 
long-term expectations


Protection Provided by Various Reserves
Assumption 10% Reserve 15% Reserve 20% Reserve


FY 21 - FY 24 (Short-Term Shock)
Tuition Growth 10.5% 11.0% 11.6%
Investment Return (0.2)% (0.8)% (1.4)%


FY 25 - FY 28 (Recovery Period)
Tuition Growth 2.75% 2.75% 2.75%
Investment Return 9.50% 9.50% 9.50%


FY 29+ (Long-Term Expectations)
Tuition Growth 5.00% 5.00% 5.00%
Investment Return 4.75% 4.75% 4.75%
Calculated Unit Price $131 $137 $143
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Price-Setting Considerations


The responsibility to adopt a unit price rests solely with 
the Committee
In adopting a unit price, the Committee considers many 
policy issues; including, but not limited to, the 
management of program risks 
To assist the Committee in adopting an appropriate unit 
price that allows the Committee members to balance 
policy issues, we developed a best estimate range for the 
unit price
We consider any price within the best estimate range to 
be reasonable
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Questions?
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Office of the State Actuary
“Supporting financial security for generations.”


Thank You


Questions?  Please Contact: 
The Office of the State Actuary


leg.wa.gov/OSA; state.actuary@leg.wa.gov
360-786-6140, PO Box 40914, Olympia, WA 98504


Matthew M. Smith
Graham Dyer


O:\Presentations\2020\GET.09-09-2020.pptx


September 9, 2020
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Appendix


Data We Used
Assumptions We Used
Methods We Used
Actuarial Certification
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Data We Used


To determine the expense component of the unit price, 
we relied on projected program expenses and fee 
revenue provided by program staff
We reviewed the data and found it reasonable for 
purposes of this analysis
This data is available upon request and will be 
documented in the 2020 GAVR when published
Program staff provided the current payout value and we 
relied on that information to prepare the price-setting 
and risk analysis
No other data was required to perform the price-setting 
and risk analysis


O
ffice of the State A


ctuary


19


Assumptions We Used


Price-setting analysis
To develop the best estimate unit price and the best estimate range, we 
relied on the key assumptions disclosed in this presentation
We used the new entrant profile disclosed in the 2015 GET Experience 
Study to determine the expected duration between unit purchase and 
ultimate redemption of the unit
All other assumptions are consistent with those disclosed in the 2015 GET 
Experience Study


Risk analysis
For each scenario, we varied our assumptions from the best estimate 
assumptions to produce different accumulated assets and projected 
payout values from our best estimate
The assumptions are disclosed in this presentation


We excluded the potential impacts of differential tuition policy from 
our analysis
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Methods We Used


Price-setting analysis
To determine the best estimate unit price and range, we estimate the 
future payout value of a single unit based on assumptions for future 
tuition growth and holding periods for the unit (the duration between 
purchase and ultimate redemption)
Assumed holding periods are based on the assumed new entrant profile  
We calculate the present value of this future unit using the expected rate 
of investment return
We then add an additional component to the unit price for contributions 
to the administrative expenses of the program using the following 
procedure


Start with the present value of program expenses for currently unredeemed 
units at June 30, 2020
Increase that amount with one year of interest at 4.75% to reflect a present 
value at the end of the next enrollment period
Divide that amount by the number of unredeemed units at June 30, 2020


Finally, we include a reserve component in the unit price to account for 
adverse deviation from our assumptions (unexpected costs)
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Methods We Used (cont’d)


Risk analysis
In our analysis, we demonstrate the level of protection a 10%, 15% or 20% 
reserve provides against select adverse scenarios (above expected tuition 
growth and below expected investment returns)
For a given level of reserve, we solve for the above/below expected 
annual tuition growth/return experience that would produce an 
accumulated value of assets collected from a purchaser that matches the 
redemption value of the unit 15 years later
For the purposes of this analysis, we calculate a hypothetical unit price 
under simplified assumptions and methods when determining accumulated 
assets from the sale of a single unit


We exclude the expense component in the unit price
The unit price in these scenarios will not match the best estimate provided in 
this presentation
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Actuarial Certification


The data, assumptions, and methods used in this analysis are 
reasonable and appropriate for the primary purpose stated on page 1 
and are in conformity with generally accepted actuarial principles 
and standards of practice as of the date of this presentation
Since this analysis is based on assumptions about uncertain future 
events, actual results will differ to the extent that future experience 
differs from these assumptions
This analysis will need to be updated in the future if changes are 
made to the GET program or the Legislature reforms future tuition 
policy
Matthew M. Smith, FCA, EA, MAAA, served as the certifying actuary 
for this work and meets the Qualification Standards of the American 
Academy of Actuaries to render the actuarial opinions contained 
herein
Mr. Smith is available to the WA529 Committee to provide extra 
guidance and explanations as needed
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