
 

 

 

 
TO MOVE OR NOT TO MOVE (IN TIMES OF EXTREME MARKET VOLATILITY), 
THAT IS THE QUESTION 
Your team has undertaken the due diligence to research various service providers. Based on a myriad of data points, 
experience, potential interviews of candidates, internal analysis and discussion, your team has decided it is prudent to 
change your plan’s recordkeeper(s). 
 
The choice of whether to proceed with a conversion during an unusually high volatile market is a difficult one. There are 
three primary concerns: (1) how long will money be out of the market, if at all; (2) how long is the blackout period during 
which participants will be unable to move their account balances amongst investment options; and (3) can the 
recordkeepers handle the conversion with staff working remotely? 
 
The chart below illustrates the lost opportunity from missing positive market movements.  
 

 

Plan Conversion in 
Volatile Markets 
 
 

 



Plan Conversion in Volatile Markets Page 2 of 2 

One issue with conversion is having the money out of the market for a period of time. Even though missing such a day 
could occur at any time, fiduciaries are obviously much more on notice of the potential of such large swings when the  
market is experiencing extremely large swings on a daily basis for a protracted period of time. In other words, it might be 
argued that fiduciaries had a greater likelihood of knowing such swing could occur in the current market conditions than 
under normal market conditions.  As a result, if your plan converted at an inopportune time it is possible that participants 
could cry “foul!” and bring a suit for imprudent timing.  That is not to say the suit would possess a likelihood of success, 
but any suit is a nuisance of time and money for any plan sponsor. You may want to consider doing a transfer in kind of all 
funds currently in the plan. That way plan assets are not out of the market for more than a brief period of time and you do 
not have to get participants to take any action i.e. they remain invested as they were. You still have the issue of 
participants not being able to change their allocations during blackout but that is always an issue. You need to ensure (1) 
both recordkeepers are willing and able to execute a transfer in kind, (2) the new recordkeeper has all existing funds on 
their platform, and (3) any closed funds grant an exception allowing the transfer. Alternatively as fiduciaries, you should 
weigh the competing factors (for instance, if the move is driven by plan sponsor service concerns, maybe now is not the 
right time to move, but if it’s driven by a healthy cost savings then perhaps the prudence of such savings outweighs the 
above considerations), and determine which path to take that will be in the best interest of participants. 

Re-enrollment under these market conditions may present a greater challenge given you may have people furloughed 
and/or difficult to contact. It might not be the optimal time to schedule any conversion that requires action from the 
employee. You obviously have ERISA  Section 404(c) protection defaulting everyone into a qualified default investment 
alternative (QDIA) but you need to be concerned about the public relations aspect of employees feeling that the proper 
communication of these changes was, or was not, received.  

If you want to effectuate fund changes as part of the conversion it might be advisable to wait until 30 days after emerging 
from blackout of the conversion to then issue a fund change notice to participants with the changes occurring 60 days 
after conversion. Because the fund changes typically happen overnight (check with your recordkeeper) that should 
eliminate concerns about money being out of the market. It also pushes off the major changes to the investment lineup to 
hopefully a point in time when the markets have settled and participants are back to work. An important note in 
undertaking this strategy is to get the new recordkeeper to maintain the new pricing for those 60 days, even if they will not 
get any indirect revenue expected from any fund changes during the first 60 days.   

Another big consideration is the ability of staff at each recordkeeper to handle a conversion. Many companies have 
people working remotely, including your recordkeeper. Frankly many of these people may not yet be proficient at it, they 
may lack needed or appropriate equipment or wireless connectivity and/or have distractions to deal with (little children 
etc.). There are typically multiple people at each recordkeeper involved in the conversion process. The question will be 
whether their ability to work together remotely will cause issues. It is reasonable to suspect that everything will take longer 
to accomplish. Thus, it is advisable that plan sponsors seek realistic information from the recordkeepers as to how their 
operations are being undertaken at present.  

The bottom line is as a plan sponsor and a fiduciary, you should be aware of the various considerations, weigh those 
competing with one another and ultimately make an educated and prudent decision. The last thing you want is to force a 
change only to end up with significant issues occurring. 

For more information about volatile markets, contact your plan advisor at 
800.959.0071 or retirementinfo@nfp.com. 

Sources: Prudential. Chart Assumptions: $10,000 invested in S&P 500® index from Dec. 31, 1995 through Dec. 31, 2015, with dividends reinvested and 
excluding returns from “best performing days” where noted. Chart is for illustration only; you cannot invest directly in an index.
This material contains an assessment of the market and economic environment at a specific point in time and is not intended to be a forecast of future 
events, or a guarantee of future results. Forward-looking statements are subject to certain risks and uncertainties. Actual results, performance, or 
achievements may differ materially from those expressed or implied. Information is based on data gathered from what we believe are reliable sources. 
The opinions expressed in this commentary are those of the author and may not necessarily reflect those held by Kestra Investment Services, LLC or 
Kestra Advisory Services, LLC. This is for general information only and is not intended to provide specific investment advice or recommendations for any 
individual. It is suggested that you consult your financial professional, attorney, or tax advisor with regard to your individual situation. Comments 
concerning the past performance are not intended to be forward looking and should not be viewed as an indication of future results. 
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Securities may be offered through Kestra Investment Services, LLC (Kestra IS), member FINRA/SIPC Investment Advisory Services 
may be offered through NFP Retirement, Inc Kestra IS is not affiliated with NFP Retirement Inc a subsidiary of NFP. 




