
Collective trust funds (CTFs) have been in existence for
over 50 years, but are experiencing a renewed interest
particularly in the DC market. For some plans, these
funds are a less expensive alternative to mutual funds
that can be customized for individual client needs. As of
2Q 2009, the CTF market is estimated to be $1 trillion
and growing.

Does this mean CTFs are right for your firm?  This spe-
cial report examines the size of the CTF market includ-
ing top players, examines product development drivers,
and explains direct, consultant, and platform distribu-
tion. Both CTF veterans and newcomers to the market
will find this report to be a valuable resource.

This report answers the following questions:

• What is the future of CTF use in target-date funds?

• What are the benefits of using a third-party trustee
vs. being your own trustee?

• How can a newcomer get involved in CTFs via 
subadvisory?

• How are CTF providers structuring their staff?

• How are CTFs structured?

• What are the implications of a CTF trustee’s 
fiduciary status?
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• The total size of the CTF market is estimated to be just over $1 trillion, with 28% in DC
assets.

• Plans that comprise the “sweet spot” for CTF sales frequently make use of consultants. 

• CTFs are well suited for the next wave of smart retirement products—target-date 
funds with heavier emphasis on investor outcomes.

• The primary drivers of product development are client demand and cost.

• Choosing the right trustee is vital—firms need to understand the responsibilities of 
manager and trustee.
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While its logic is sound, this argument does

not hold much water with us. Regulators, we

believe, may want to have their say on the CTF

market at some point, but have bigger issues to

deal with at the moment with the investment

banks. 

Morningstar and eVestment Alliance
For our analysis of third-party sources

the CTF market, we relied heavily upon

Morningstar as a database provider. Both

Morningstar and eVestment Alliance offer

robust datasets and allow users to conduct per-

formance and fee analysis on a wide range of

asset subclasses, and both firms deserve con-

siderable praise for their efforts to bring trans-

parency to the CTF market.

We have chosen to use Morningstar’s

dataset for the bulk of our analysis, however,

because it is better maintained and more user-

friendly. We have not yet reached a satisfacto-

ry conclusion in our effort to determine what

gives rise to the occasional discrepancies

between their dataset and asset levels reported

directly to us by CTF managers. (Further prob-

lematic is the fact that some managers choose

not to report to Morningstar.) 

Fee Information
One area in which we believe

eVestment Alliance’s database truly shines

with regard to the collective fund market,

though, is in its information on fees. The data-

base includes coverage of common trust funds,

which under more ideal circumstances (i.e., a

complete availability of CTF data) might be

somewhat confusing for users without an

understanding of the difference between these

Rank Firm 4Q 2008 Assets 2Q 2009 Assets 2Q 2009 Marketshare  
1 BlackRock1 $410.8 $388.2 37.8%
2 State Street Global Advisors Ltd. $141.7 $123.4 12.0%
3 Northern Trust Global Investment Services $122.9 $118.9 11.6%
4 BNY Mellon $105.7 $110.6 10.8%
5 Fidelity Investments $60.4 $65.0 6.3%
6 Invesco National Trust Co. $43.5 $40.8 4.0%
7 Old Mutual Asset Management Trust Co. $25.5 $26.2 2.5%
8 Galliard Capital Management Inc. $16.6 $17.8 1.7%
9 The Vanguard Group, Inc. $11.2 $13.1 1.3%

10 UBS Realty Investors LLC $12.1 $10.3 1.0%
11 Capital Guardian Trust Company $12.0 $10.0 1.0%
12 Ameriprise Trust Company $10.7 $9.5 0.9%
13 Wilmington Trust RISC $6.0 $6.3 0.6%
14 Schroders Investment Mgt North America $4.0 $5.6 0.5%
15 Amalgamated Bank $6.0 $4.8 0.5%
16 Fortis Investments USA, Inc. $4.6 $4.4 0.4%
17 Genesis Asset Managers, LLP $4.4 $4.4 0.4%
18 Morley Financial $4.0 $4.0 0.4%
19 Prudential Private Placement Investor, L.P. $3.3 $3.5 0.3%
20 AFL-CIO Housing Investment Trust $3.5 $3.6 0.3%

Total CTF market $1,068.3 $1,027.7
1Formerly Barclays Global Investors NA

EXHIBIT 3: TOP-20 U.S. COLLECTIVE TRUST FUND MANAGERS AND TOTAL ASSETS,
4Q 2008-2Q 2009 ($ BILLIONS)

BlackRock commanded over a third of the CTF market in 2Q 2009, while State Street, Northern Trust, and BNY Mellon were

locked in a close race for second place.

Sources: Morningstar Direct, Cerulli Associates
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product. Still, CTF providers and managers

should make an effort to increase press cover-

age of what they are doing, while still remain-

ing cautious not to be perceived as hawking

their wares. To do so, they should engage their

legal consul before releasing any information.

Fewer obstacles exist in promoting the

products within the industry, away from the

eyes and ears of the press. State Street and

Invesco have taken the lead on this front, each

year coordinating a Collective Trust Fund

Forum that brings together executives from

both investment managers and trust banks, as

well as from service providers, such as

accounting firms who audit these funds.

Cerulli fully supports such efforts, as they

allow for a sharing of best practices and com-

mon concerns. We further hope that such

events will give shape to a more permanent

working group dedicated to facilitating an

ongoing discussion of the industry’s direction.
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EXHIBIT 10: CTF ADDRESSABLE MARKET BY SEGMENT, 2004-2009E ($ BILLIONS)

When 403(b) is excluded, the DC market totals $3.8 trillion, compared to $5.9 trillion for the total DB market.

Sources: DOL, ICI, U.S. Census Bureau, Federal Reserve, PBGC, EBRI, Cerulli Associates

• Exercise caution when using third-party datasets to conduct competitive analysis. Hopefully, this study

will provide some fresh insight regarding the true size of the CTF market, which has heretofore been

largely understated due to issues with manager reporting. However, CTF market participants should

understand that there still exists a large data gap in their industry.

• The best way to eliminate the data gap is to create a membership-driven trade organization for CTFs.

The ICI is an important aggregator of data for the mutual fund industry, and is used by many

researchers (including Cerulli) to fact check aggregate data. Were CTF providers to come together to

create an analogous association for CTFs, it would do a great deal to further the growth of this market.

• Help us help you. Cerulli is particularly interested in such projects as separating out indexed and sta-

ble-value CTF assets from other funds; doing so will allow us to better assess the true growth

prospects for this industry. We are currently planning an expanded survey for both managers and

trustees to help fill the “data gap.” Please contact us if you would like to participate.

Key Recommendations
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compare their reporting capabilities to

those of their peers. This has been increas-

ingly important for private labeling

efforts—which, though still rare, are

increasingly used as a tactic to lure plans

away from mutual funds.

Though at the moment just 29% of

CTF providers use a third-party data

provider as a secondary resource for fact

sheet creation, Cerulli expects this to rise

as Morningstar, which has invested con-

siderable resources in tracking CTFs,

forces the market to standardize to meet

reporting requirements. However, man-

agers and trustees are likely to retain the

primary responsibility for the creation of

these communications.

The Trustee Decision

For new entrants to the CTF mar-

ket, as important as successfully navigat-

ing the uncertainty regarding best practices

for client communication and reporting is

the careful selection of a trustee with

whom to partner. Unsurprisingly, fees are

the currently the most influential factor,

with 86% of managers who use a third-

party trustee citing them as such.

Experience is moderately important, while

technology and reporting capabilities are

curiously less so.

Implications for Managers
It is quite common for newer

entrants to the CTF market to use a third-

party trustee, though the rationale for

doing so differs between firms. Most cite a

hesitation to dive headlong into the CTF

business, saying that they are not yet com-

fortable bearing the cost that comes with

establishing a bank and obtaining a charter.

(Though these firms often note that they

are willing to revisit this decision should

their CTF business continue to grow.)

Others, meanwhile, may simply want to

avoid direct affiliation with the trustee, and

thereby keeping a barrier between them-

selves and fiduciary burden.

As is to be expected, there are sev-

eral significant drawbacks to using a third-

party trustee. The most obvious is that
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EXHIBIT 16: DECIDING FACTORS IN SELECTION OF A THIRD-PARTY TRUSTEE BY CTF
MANAGERS, 2009

Fees were the most cited deciding factor for a manager’s choice of trustee.

Source: Cerulli Associates 

ning of a new era for these funds, the fact

remains that a good portion of CTFs do

not yet trade on a platform. Cerulli recom-

mends that sponsors of CTFs work to rec-

tify this shortcoming, as it is becoming a

must for success.

Manager Growth Outlook

While challenges facing CTF

sponsors still exist, they are not insur-

mountable. Cerulli thus maintains an over-

whelmingly positive outlook on these

products. Growing competition is speed-

ing their evolution into a viable solution

for the DC space, and manager attitudes

are changing regarding their use.

No longer are CTFs regarded as an

off-beat, and perhaps hopeless, competitor

to mutual funds. Rather, managers now

view them as simply another means

through which to gather assets. While dol-

lars in CTFs are unquestionably less prof-

itable than dollars in mutual funds, man-

agers understand if they do not provide

CTFs to their larger DC clients, their com-

petitors certainly will. For this reason,

94% of managers surveyed believe that the

biggest competitive threat to CTFs are

other providers. Viability of this product,

therefore, is not a question.

We caution against expecting too

much from these vehicles, however. 
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Firm Size Sales
Management

External 
Sales

Sales 
Support 

(e.g. , RFP)

Investment 
Specialist/

Portfolio Liaison
Marketing Consultant 

Relations

Client Service/
Relationship 
Management

Tier I average 5.0 41.3 21.8 25.5 35.8 12.5 31.7
Tier II average 2.6 23.2 7.8 4.3 25.0 3.0 16.5
Tier III average 1.3 5.7 2.0 3.8 4.6 2.0 4.6
Overall average 2.6 18.7 9.3 10.1 20.5 5.3 13.8

EXHIBIT 24: INSTITUTIONAL MANAGER: PERSONNEL/STAFFING BY FIRM SIZE, 2009

Mid-size investment managers may need to increase consultant relations staff or find distribution partners to be successful in

the CTF space.

Note: Tier I: $100 billion or more in institutional assets; Tier II: $10 billion-$100 billion; Tier III: less than $10 billion

Source: Cerulli Associates

All CTFs trade 
on a platform

52.9%

Less than half trade 
on a platform

41.2%

CTFs are not traded on a platform
5.9%

EXHIBIT 25: CLEARING PLATFORM USE BY CTF PROVIDERS, 2009

Most, but not all, CTFs trade on a platform.

Source: Cerulli Associates 
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