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Three Types of Cash Equivalent Options
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Stable Value

• Short-term bond 

portfolios

• Wrap contracts

• Liquidity 

considerations

Money Market

• Ultra short duration 

securities

• High credit quality

• Most liquid, limited 

restrictions

GIC
• Guaranteed component

• Promise by provider

• Liquidity with MVA



Money Market and Guaranteed Insurance Contracts (GICs) Basics

Money Market: 

• Most often comes in a mutual fund vehicle

• Purchases very high-quality debt securities 
with a very short duration

• Can only buy securities that mature in 
397 days or less, and weighted average 
maturity cannot exceed 60 days

• More sensitive to short term rates
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GICs: 

• Gives guaranteed rate of return

• Insurance provider is the guarantor, backing 
the GIC through their general account. 

• Can have complex and restrictive contract 
provisions

• Little to no fee transparency

• Insurance companies profit from the spread 
between the crediting rate and asset returns 
of their general account. 

• Because of this profitability, they often offer a 
discount for recordkeeping services.



Stable Value Fund Basics

• High-quality, short-duration bond portfolio

• Book value protected by wrap contracts from banks and/or insurance companies

• Often portable from one recordkeeper to the next

• Explicit and clear fees

• Can have plan level liquidity restrictions 

(12-month put is common)

• Total stable value AUM stood at 

$888 billion as of September 20201

• Accounts for approximately 10% 

of all assets in defined contribution plans1
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1 Source: Stable Value Investment Association, FASB, Nos. FSP AAG INV-1 and SOP 94-4-1
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Cash Equivalent Fund Terminology

Crediting rate

• Guaranteed rate paid to participants

Rate period

• Time period that the current crediting rate will be applied for

Minimum guaranteed rate (floor rate)

• Lowest rate that the crediting rate can be set at

• May be amended

Market value adjustment

• Generally triggered by a plan sponsor action and is the calculated difference 

between a market and book value

Competing funds

• GICs can have restrictions in regard to another cash equivalent option 

available within the plan line up
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Selection Criteria

Decision Points:
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Money Market GIC Stable Value

Return
Driven by short term rates. Very low 

duration (<90 days)

Guaranteed rate set in advance. 

Typically  a minimum rate/ floor so rate 

can’t go below a certain percentage.

Crediting rate. Driven by underlying 

bond portfolio which tends to be short 

term in nature.

Risk
Very low risk (most have approximately 

95% government exposure for stable 

NAV products)

General account assets. Not as 

transparent. Issuers credit strength is a 

function of the general account’s health 

and ability to pay.

Underlying portfolio is wrapped with 

insurance contracts to ensure book 

value with goal to achieve returns 

similar to that of a short-term bond 

portfolio.

Portability
Excellent: primarily mutual funds which 

are available on most open architecture 

platforms

Poor: typically only available on the

proprietary recordkeeping platform

Good: funds can be traded on most 

open architecture platforms

Liquidity (participant) Benefit responsive Benefit responsive Benefit responsive

Liquidity (plan sponsor)
Restrictions are rare; highly liquid at 

plan sponsor level

Some restrictions; potential market-

value adjustment, deliberate payout 

schedules

Some restrictions; potential put option 

for pooled vehicles, generally none for 

separate accounts at market value

Expenses Defined Investment Expense

Often shown as 0, with provider 

keeping the spread between returns 

and crediting rate. Often comes with a 

recordkeeping discount. 

Portfolio investment expense as well as 

wrap fees. May or may not include a 

recordkeeping discount. 

Recordkeeper 

availability
Portability 

considerations
Liquidity at the plan level 

and the participant level

Expense Implications  

(Fund and Plan level)
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Rising Rate Environments

• Typically provide opportunities for money market funds to outperform stable value funds

• However, these are usually short-term results and are not sustainable over longer 

time periods

• Stable value funds follow rate increases, but with a lag, by reinvesting cash flows into 

higher yields

• The value of traditional GICs do not fluctuate with interest-rate changes, as they are 

held at book value (100%) throughout the life of the contract1

Source: Stable Value Investment Association

1 Calabro, K. & Horner, S. 2022, February 5. The outlook for stable value in a rising rate environment. https://www.putnamperspectives.com/the-outlook-for-stable-value-in-a-rising-rate-environment
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Falling Rate Environments
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• Crediting rates for stable value funds fall less than interest rates

• The formula for crediting rates allow stable value funds to amortize prior market-value 

gains providing a good buffer against a falling rate environment1 

• Stable value funds can be an attractive alternative to money markets

• Stable value funds can invest in longer maturity and investment grade corporate 

assets providing a more resilient, diversified yield than that of a money market fund2 

1 Stable Value Investment Association. (2021, July 7). Meeting the Challenges of a Low Interest-Rate Environment. https://www.stablevalue.org/meeting-the-challenges-of-a-low-interest-rate-environment/

2 Galliard Capital Management, LLC. (2022). Stable Value vs. Money Market Funds. https://galliard.com/assets/edocs/sv-vs-mm.pdf
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Stable Value vs. Money Market
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Source: Putnam Investments
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Opportunities in Stable Value

• Exclusive RPAG CIT

• Putnam Stable Value as the sub-advisor

• Incepted in 1991

• Lead PM has been on strategy since 2002

• Exclusive RPAG pricing for plans of all sizes = 0.31%

• Generous liquidity provisions
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Data is historical. Past performance is not a guarantee of future results. More recent returns may be more or less than those shown. Investment return will fluctuate. Performance is shown gross of management fees, assumes reinvestment of distributions and does not 

account for taxes. Please see the composite disclosures located at the end of this document.

Indexes are unmanaged and do not incur expenses. You cannot invest directly in an index

Source: Putnam Investments
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Putnam Stable Value Team
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Source: Putnam Investments
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Putnam Stable Value Portfolio Structure
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Source: Putnam Investments
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Side-by-Side Analysis:

As of 9/30/22
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Current Fund: Option 1: Putnam Stable Value

Return Current crediting rate: Current crediting rate: Current crediting rate (net): 2.69%

Risk
Duration:

Credit quality:

Duration:

Credit quality:

Effective duration (years): 3.07

Credit quality: AA-

Portability
Good: can be ported to other record-

keepers.

Liquidity (participant) Benefit responsive Benefit responsive Benefit responsive 

Liquidity (plan sponsor) Put length: Put length:
Many events not subject to the 12-

month.

Expenses Investment expense: Investment expense: Investment expense: 0.31%.

Decision Points:

Portability 

considerations
Liquidity at the plan level Expense Implications  

(Fund and Plan level)
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Stable Value Analyzer
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Source: RPAG. Data as of 9/30/22. ACR# 5362279 12/22



Disclosures

This material is intended to provide general information only and nothing in it should be acted upon without consultation with qualified 
professional advisors. Receipt of this material does not create a client relationship between the recipient and [FIRM].

The information contained herein has been prepared solely for informational purposes and is not an offer to buy or sell or a solicitation of an offer 
to buy or sell any security or to participate in any trading strategy. Any decision to invest according to investment advice provided by [FIRM] 
should be made after conducting such investigations as the investor deems necessary and consulting the investor’s own investment, legal, 
accounting and tax advisors in order to make an independent determination of the suitability and consequences of an investment. 

[FIRM] and its affiliates do not provide tax advice. Accordingly, any discussion of U.S. tax matters contained herein (including any attachments) is 
not intended or written to be used, and cannot be used, in connection with the promotion, marketing or recommendation by anyone unaffiliated 
with [FIRM] of any of the matters addressed herein or for the purpose of avoiding U.S. tax-related penalties.

This document was produced by and the opinions expressed are those of [FIRM] as of the date of writing and are subject to change. There is no 
assurance that such results, events or targets will be achieved, and may be significantly different than that shown here. This research is based on 
[FIRM] proprietary research and analysis of global markets and investing. The information and/or analysis contained in this material have been 
compiled or arrived at from sources believed to be reliable, however [FIRM] does not make any representation as their accuracy or completeness 
and does not accept liability for any loss arising from the use hereof. Some internally generated information may be considered theoretical in 
nature and is subject to inherent limitations associated therein. Any sectors or allocations referenced may or may not be represented in portfolios 
of clients of [FIRM]. The reader should not assume that any investments in sectors and markets identified or described were or will be profitable. 
The use of tools cannot guarantee performance. Past performance is no guarantee of future results. 

Alternative investments, including hedge funds, real estate, and managed futures, involve a high degree of risk, often engage in leveraging and 
other speculative investment practices that may increase the risk of investment loss, can be highly illiquid, are not required to provide periodic 
pricing or valuation information to investors, may involve complex tax structures and delays in distributing important tax information, are not 
subject to the same regulatory requirements as mutual funds, often charge high fees which may offset any trading profits, and in many cases the 
underlying investments are not transparent and are known only to the investment manager. The performance of alternative investments, 
including hedge funds and managed futures, can be volatile. An investor could lose all or a substantial amount of his or her investment. These 
types of investments may not be suitable for all investors. Please consult with a financial or legal professional before investing in alternative 
investments.

Mutual funds are sold only by prospectus. Please consider the charges, risks, expenses, and investment objectives carefully before 
investing. A prospectus containing this and other information about the investment company can be obtained from your financial 
professional. Read it carefully before you invest or send money.

Using diversification as part of your investment strategy neither assures nor guarantees better performance and cannot protect against loss of 
principal due to changing market conditions.

[Securities Disclosure] ACR# 5362279 12/22
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