
 

 

BOSTON     CHICAGO     LONDON     MIAMI     NEW YORK     PORTLAND     SAN DIEGO MEKETA.COM 

 

Money Market Financial 

Burden Analysis 

 

 

 

CalSavers 

 October 15, 2020



 
CalSavers 

Money Market Financial Burden Analysis 

 

 

Low Yields with Recovery1 

2 

 Under the current growth assumptions of the CalSavers program, if yields remain low over the next three 

years, the annual cost of supporting the Capital Preservation Option could grow to over $1.5 million by 

2022, even after factoring in the fee waiver from the Money Market Fund investment manager.3 

                                         
1 ‘Financial Burden’ is the cost of covering State and Plan Administration fees on behalf of plan participants to maintain the value of an investment in the Capital Preservation Option. 

2 ‘Improving Yields’ throughout this document reflects average yields improving from 0.05% to 0.38% to 0.55% over three consecutive years. 

3 The Money Market Fund investment manager fee waiver is assumed constant throughout this presentation. 
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Sustained Low Yields 

1 

 If yields stay at, or near zero, for a prolonged period, the annual cost could exceed $4 million. 

                                         
1 ‘Yields to Zero’ throughout this document reflects a decline in average yields from 0.04% to 0.03% to 0% over three consecutive years. 
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Low Yields with Recovery- Loss to Participants 

 

 

 If the Capital Preservation Option were not supported, in the current low rate environment, participants 

could lose up to $0.8 per $100 invested.
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0.05% 0.21% 0.38% 0.55% Improving Yields

Loss on $100 per year per participant if unsupported
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Lower bound Current Yield semi-SD mean semi-standard mean+1SD semi-SD mean+2SD 0.05% to 0.38% to 0.55%

Yield 0.00% 0.05% 0.21% 0.38% 0.55% Improving Yields

2021 (0.8)$                (0.8)$                       (0.7)$                  (0.4)$                                           (0.2)$                                 (0.7)$                                          

2022 (0.8)$                (0.8)$                       (0.7)$                  (0.4)$                                           (0.2)$                                 (0.4)$                                         

2023 (0.8)$                (0.8)$                       (0.7)$                  (0.4)$                                           (0.2)$                                 (0.2)$                                          
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Sustained Low Yields- Loss to Participants 
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Loss to participants per year per $100 if unsupported with declining yields

2021 2022 2023

Yield 0.05% 0.04% 0.03% 0.00% Yields to Zero

2021 ($0.75) ($0.76) ($0.77) ($0.80) ($0.76)

2022 ($0.75) ($0.76) ($0.77) ($0.80) ($0.77)

2023 ($0.75) ($0.76) ($0.77) ($0.80) ($0.80)
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Low Yields - Support Cost of 30 Day Sweep 

 

 Sweeping participant contributions into Target Date funds on a 30-day schedule would greatly reduce the 

cost of supporting the Capital Preservation Option, at even lower yields. This benefit reduces as longer 

schedules are used, as shown in the slides that follow.  
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Low Yields - Support Cost of 60 Day Sweep 

1 

 Sweeping  participants’ contributions into Target Date funds  on a 60-day schedule, would  allow the Capital 

Preservation Option to endure the current low yields environment better with much lower fees and 

‘breaking even’ at  a much lower yield  than the current  set up.

                                         
1 ‘Improving Yields to 0.2%’ throughout this document reflects average yields recovering from .05% to 0.10% to 0.20% over three consecutive years. 
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Low Yields - Support Cost of 90 Day Sweep 

 

 A 90-day cash sweep into the Target Date funds would similarly mitigate the cost of support meaningfully, 

but would incur close to double the cost compared to the 60-day sweep.
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Low Yields - Loss to Participants 30 Day Sweep 
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0.00% 0.03% 0.05% 0.07% 'Improving Yields to 0.07%

Loss to participants per year per $100 if unsupported, with 30 day cash sweep into TD Funds

2021 2022 2023

Yield 0.00% 0.03% 0.05% 0.07% 'Improving Yields to 0.07%

2021 ($0.07) ($0.04) ($0.02) $0.00 ($0.04)

2022 ($0.07) ($0.04) ($0.02) $0.00 ($0.02)

2023 ($0.07) ($0.04) ($0.02) $0.00 $0.00
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Low Yields - Loss to Participants 60 Day Sweep 

 

 

 Sweeping participant contributions into the Target Date funds on a  60 or 90-day  schedule would result in  

lower, or if yields improve over 0.20%,  possibly no losses to participants that would require support.

($0.14)

($0.12)

($0.10)

($0.08)

($0.06)

($0.04)

($0.02)

$0.00

0.00% 0.05% 0.10% 0.20%

'Improving Yields to

0.2%

Loss to participants per year per $100 if unsupported, 

with 60 day cash sweep into TD Funds

2021 2022 2023

Yield 0.00% 0.05% 0.10% 0.20% 'Improving Yields to 0.2%

2021 ($0.13) ($0.08) ($0.03) $0.00 ($0.08)

2022 ($0.13) ($0.08) ($0.03) $0.00 ($0.03)

2023 ($0.13) ($0.08) ($0.03) $0.00 $0.00
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Low Yields - Loss to Participants 90 Day Sweep 
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2021 2022 2023

Yield 0.00% 0.05% 0.10% 0.20% 'Improving Yields to 0.2%

2021 ($0.20) ($0.15) ($0.10) $0.00 ($0.15)

2022 ($0.20) ($0.15) ($0.10) $0.00 ($0.10)

2023 ($0.20) ($0.15) ($0.10) $0.00 $0.00

Page 11 of 14 Page 11 of 14 



 
CalSavers 

Money Market Financial Burden Analysis 

 

 

Low Yields - Support Cost of 180 Day Sweep 

 

 Using a 180-day sweep would similarly mitigate the cost of support, but to a much smaller extent.
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Low Yields - Loss to Participants 180 Day Sweep 
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Yield 0.00% 0.05% 0.10% 0.20% 'Improving Yields to 0.2%

2021 ($0.40) ($0.35) ($0.30) ($0.20) ($0.35)

2022 ($0.40) ($0.35) ($0.30) ($0.20) ($0.30)

2023 ($0.40) ($0.35) ($0.30) ($0.20) ($0.20)
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WE HAVE PREPARED THIS REPORT (THIS “REPORT”) FOR THE SOLE BENEFIT OF THE INTENDED RECIPIENT (THE “RECIPIENT”). 

SIGNIFICANT EVENTS MAY OCCUR (OR HAVE OCCURRED) AFTER THE DATE OF THIS REPORT AND THAT IT IS NOT OUR FUNCTION OR 

RESPONSIBILITY TO UPDATE THIS REPORT.  ANY OPINIONS OR RECOMMENDATIONS PRESENTED HEREIN REPRESENT OUR GOOD FAITH VIEWS 

AS OF THE DATE OF THIS REPORT AND ARE SUBJECT TO CHANGE AT ANY TIME.  ALL INVESTMENTS INVOLVE RISK.  THERE CAN BE NO 

GUARANTEE THAT THE STRATEGIES, TACTICS, AND METHODS DISCUSSED HERE WILL BE SUCCESSFUL. 

INFORMATION USED TO PREPARE THIS REPORT WAS OBTAINED FROM INVESTMENT MANAGERS, CUSTODIANS, AND OTHER EXTERNAL 

SOURCES.  WHILE WE HAVE EXERCISED REASONABLE CARE IN PREPARING THIS REPORT, WE CANNOT GUARANTEE THE ACCURACY OF ALL 

SOURCE INFORMATION CONTAINED HEREIN.    

CERTAIN INFORMATION CONTAINED IN THIS REPORT MAY CONSTITUTE “FORWARD - LOOKING STATEMENTS,” WHICH CAN BE IDENTIFIED BY THE 

USE OF TERMINOLOGY SUCH AS “MAY,” “WILL,” “SHOULD,” “EXPECT,” “AIM”, “ANTICIPATE,” “TARGET,” “PROJECT,” “ESTIMATE,” “INTEND,” 

“CONTINUE” OR “BELIEVE,” OR THE NEGATIVES THEREOF OR OTHER VARIATIONS THEREON OR COMPARABLE TERMINOLOGY.  ANY 

FORWARD-LOOKING STATEMENTS, FORECASTS, PROJECTIONS, VALUATIONS, OR RESULTS IN THIS PRESENTATION ARE BASED UPON CURRENT 

ASSUMPTIONS.  CHANGES TO ANY ASSUMPTIONS MAY HAVE A MATERIAL IMPACT ON FORWARD - LOOKING STATEMENTS, FORECASTS, 

PROJECTIONS, VALUATIONS, OR RESULTS.  ACTUAL RESULTS MAY THEREFORE BE MATERIALLY DIFFERENT FROM ANY FORECASTS, 

PROJECTIONS, VALUATIONS, OR RESULTS IN THIS PRESENTATION.   

PERFORMANCE DATA CONTAINED HEREIN REPRESENT PAST PERFORMANCE.  PAST PERFORMANCE IS NO GUARANTEE OF FUTURE RESULTS.  

Disclaimer
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