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This annual look at the asset allocations of large  
and small Taft-Hartley defined benefit (DB) plans examines  

why small plans on average had slightly higher returns  
in the 12 months that ended March 31, 2015.

This is the third consecutive year in which 
Wilshire Analytics used the Wilshire Trust Uni-
verse Comparison Service® (TUCS®) to examine 
differences in the asset allocations between large 

Taft-Hartley defined benefit (DB) plans compared with 
small Taft-Hartley DB plans and whether those differenc-
es paid off in the form of higher returns for the 12-month 
period ending March 31, 2015.1,2 This installment con-
tinues to examine the overweighting of equities to deter-
mine whether or not that strategy pays off.

Wilshire TUCS is a cooperative effort between 
Wilshire Associates Incorporated (Wilshire®) and major 
custodian banks and trust companies. Custodians and 
plan consultants blind-submit to Wilshire their client’s 
trust plan performance, asset allocation and holdings de-

tail. Wilshire then combines the submitted data for plan 
comparison to universes of like-styled plans.3

Methodology
A universe of Taft-Hartley DB plans with five years of 

quarterly asset-level data ending March 31, 2015 was select-
ed and separated into large- and small-plan universes based 
on total assets of the plan. Large plans are defined as those 
with total assets in excess of $1 billion, and small plans are 
defined as those with total assets of less than $1 billion.

Observations
The classic starting point for a pension plan’s asset al-

location is 60% equities and 40% fixed income, so it is not 
unexpected to see that many plans have asset allocations 
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FIGURE 1
Average 2015 Q1 Equity-Type Asset Allocations

Source: Wilshire TUCS.
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TABLE
Asset Allocation Percentages: Medians Ending March 31, 2015

 u.S. Equity international Equity u.S. Fixed income Real Estate Alternatives Cash
Large Plans 46 12 24 3 13 3
Small Plans 48 9 32 1 0 4
Source: Wilshire TUCS.

asset allocations

near these numbers. This continues to be 
the case for small Taft-Hartley DB plans. 
They have an average4 “equity-like”5 al-
location of 62% and “fixed income-like”6 
allocation of 37% (less than 1% was lost 
to rounding and the “other” asset class) 
(Figure 1). On the other hand, the aver-
age large Taft-Hartley DB plan contin-
ues to have a significantly higher expo-
sure to equity-like assets of 72%. 

The equity bull market is most likely 
responsible for the equity-to-fixed ra-

tio of 72/27 for large Taft-Hartley DB 
plans, which is slightly higher than the 
historical ratio of 70/30 for the past five 
years, although closer to the historical 
ratio than 2014’s allocation of 75/25.7

Large Taft-Hartley DB plans con-
tinue to be more likely to invest in 
alternative investments,8 which re-
sulted in a relative underexposure to 
fixed income. Though it was not sur-
prising to see that large Taft-Hartley 
DB plans were more likely to invest 

in alternatives, it was surprising to 
see that once invested into this asset 
category, larger Taft-Hartley DB plans 
had larger exposures to alternative 
investments than small Taft-Hartley 
DB plans that invested in alternative 
investments.

Ninety-three percent of large Taft-
Hartley DB plans are invested in al-
ternative investments, with a median 
allocation of 11.5%, while only 49% 
of small Taft-Hartley DB plans are in-
vested in alternatives, with a median 
allocation of 2.7% (Figure 2). Real 
estate, the original alternative invest-
ment, has a similar story. Eighty-six 
percent of large Taft-Hartley DB 
plans have an allocation to real es-
tate, compared with 57% of small 
Taft-Hartley DB plans. Similar to the 
case with alternative investments, 
large and small Taft-Hartley plans 
with real estate exposure had signifi-
cantly different allocations, but in the 
other direction, at 3.4% and 6.5%, re-
spectively. More telling is that 92% of 
large plans with real estate also had 
exposure to alternative investments, 
while only 59% of small plans with 
real estate also had exposure to alter-
native investments. This means that 
large Taft-Hartley DB plans usually 
invest in both real estate and alterna-
tives while a significant number of 
small plans invest in one or the other. 
That said, small plans continue to in-
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learn more >>
Education
investments institute
March 14-16, 2016, Las Vegas, Nevada
Visit www.ifebp.org/investments for more information.
Portfolio Concepts and Management
May 2-5, 2016, Philadelphia, Pennsylvania
Visit www.ifebp.org/Wharton for more information.

From the Bookstore
Tools & Techniques of investment Planning, Third Edition
Stephan R. Leimberg, Robert J. Doyle Jr., Thomas R. Robinson and Robert R. John-
son. National underwriter. 2014.
Visit www.ifebp.org/books.asp?9029 for more details.

FIGURE 2 
Plans With 2015 Q1 Assets in Alternative investments  
and Real Estate

Source: Wilshire TUCS.
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crease their adoption of these two as-
set classes.

Although more small plans are in-
vesting in alternative investments, 
their average exposure as a group lags 
large Taft-Hartley DB plans, which 
have been consistently taking on more 
equity-like risk (Figure 3). Large plans 
have been diversifying their equity-
like risk by increasing investments into 
other equity-like asset classes, such as 
alternative investments, real estate and 
international equity. Meanwhile, the 
average exposure for small Taft-Hart-
ley DB plans has remained relatively 
constant.9

Did Larger Equity Allocations 
Pay Off?

In back-to-back-to-back years where 
the U.S. equity asset class was one of the 
best, if not the best, performing of the 
major asset classes, the overweighting 
of equity-like risk strategy should con-
tinue to pay off for large Taft-Hartley 
DB plans compared with small plans. 
If the large Taft-Hartley DB plans’ ex-
tra equity exposure translated to more 
U.S. equity exposure, then the answer 
to the question of whether or not this 
extra equity exposure boosts per-
formance of large plans versus small 
plans would be a simple yes. However, 
this was not the case—neither this year 
nor last. Small Taft-Hartley DB plans 
outperformed large plans for the sec-
ond straight 12-month period, this 
one ending March 2015 with median 
total plan returns of 7.2% to 6.7%, re-
spectively. How did this happen?

The usual suspect continues to be 
asset allocation. The table shows that 
small Taft-Hartley DB plans did have 
slightly more exposure to U.S. equi-
ties.10 Even though small plans had 

asset allocations
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higher exposure to U.S. equities, the gap 
has closed from last year, with a median 
allocation gap of 2.8 percentage points. 
Still, small Taft-Hartley DB plans again 
outperformed large plans by more than 
40 basis points. One performance dif-
ference for the year ending March 31, 
2015 was that small Taft-Hartley plans 
had superior results within the U.S. 

equity space, with median U.S. equity 
returns of 11.1% versus a median U.S. 
equity return for large plans of 9.7%. 
This is a performance gap of 147 basis 
points in the asset class with the largest 
allocation. The table shows large and 
small Taft-Hartley DB plan U.S. equity 
allocation compared with the U.S. equi-
ty-style subasset classes.

The suspects for small Taft-Hartley 
DB plan outperformance are leverage, 
overweighting growth plus the elusive 
alpha. This accounts for a small amount 
of the performance gap since small Taft-
Hartley U.S. equity underperformed 
the Wilshire 5000 Total Market Index™ 
by a little more than 100 basis points. 
This shifts the focus of underperfor-
mance to large Taft-Hartley DB plans. 
The culprits include overweighting 
value as well as defensive investments 
by active managers, including cash or 
debt, and the equally elusive negative 
alpha. With an aging bull market, it is a 
fair assumption that large Taft-Hartley 
plans actively shifted to “conservative” 
investments in value stocks and cash. 
Though large Taft-Hartley plans had a 
solid 9.7% median U.S. equity return, 
their relatively conservative investing 
may have cost them approximately 250 
basis points versus the Wilshire 5000 
(Figure 4). 

New to this year’s asset allocation 
explanation is the effects of a strength-
ening U.S. dollar. This made U.S. debt 
a strong-performing asset class, with 
the Barclays U.S. Aggregate return-
ing 5.72% versus the Barclays Global 
Aggregate falling -3.66%. Small plans 
gained most of their outperformance 
with the extra allocation to U.S. fixed 
income compared with large plans.

Conclusion
The data does not provide insight 

to explain whether this increased ex-
posure to equity-like assets above the 
60/40 portfolio is a long-term trend, a 
response to the continued expectation 
for rising interest rates or something 
else. These returns do show that large 
Taft-Hartley defined benefit plans’ 
larger exposure to diversified equity-

FIGURE 3
Annual First Quarter Average Percent of Assets  
in Alternative investments

Source: Wilshire TUCS.

takeaways >>
•   Many plans—especially small Taft-Hartley plans with less than $1 billion in assets—

stick close to the traditional asset allocation of 60% equities and 40% fixed income. 

•   Large DB plans had an equity-to-fixed ratio of 72/27—slightly higher than the historical 
ratio of 70/30 for the past five years but closer to that historical ratio than in the year 
ending March 31, 2014.

•   93% of large plans invested in alternatives, with a median allocation of 11.5%; only 49% 
of small plans invested in alternatives, with a median allocation of 2.7%.

•   Small plans outperformed larger ones 7.2% to 6.7%.

•   The strengthening U.S. dollar improved performance of U.S. debt as an asset class, 
accounting for most of the outperformance by small plans, which allocated more to U.S. 
fixed income.
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FIGURE 4
One-Year u.S. Equity Plan and Wilshire u.S.-Style index Returns  
Ending March 2015

Source: Wilshire TUCS.

like assets did not pay off due to under-
performing implementation within the 
U.S. equity asset class and a strengthen-
ing U.S. dollar. 

This material contains confidential and pro-
prietary information of Wilshire® and is intended 
for the exclusive use of Benefits Magazine. It may 
not be modified, sold or otherwise provided, in 
whole or in part, to any other person or entity 
without prior written permission from Wilshire. 
The information contained herein has been 
obtained from sources believed to be reliable. 
Wilshire gives no representations or warranties as 
to the accuracy of such information, and accepts 
no responsibility or liability (including for indi-
rect, consequential or incidental damages) for any 
error, omission or inaccuracy in such information 
and for results obtained from its use. Information 
and opinions are as of the date indicated and are 
subject to change without notice. This material 
is intended for informational purposes only and 
should not be construed as legal, accounting, tax, 
investment or other professional advice. Wilshire®, 
TUCS® and Wilshire 5000® are all registered ser-
vice marks of Wilshire Associates Incorporated, 
Santa Monica, California, USA.

Copyright 2015, Wilshire Associates Incor-
porated.

Endnotes

 1. Robert Waid, “Large Taft-Hartley DB 
Plans: Did Larger Equity Allocations Pay Off?,” 
Benefits Magazine, September 2013.
 2. Robert Waid, “Did Large Taft-Hartley DB 
Plans’ Larger Equity Allocations Pay Off?,” Bene-
fits Magazine, October 2014.
 3. Wilshire TUCS® is the world’s largest and 
one of the most widely accepted benchmarks for 
the performance and allocation of institutional 
assets. It includes nearly 1,350 plans representing 
over $3.8 trillion in assets (as of August 15, 2015).
 4. The median and average allocations are 
similar.
 5. “Equity-like” investments are the combi-
nation of the TUCS asset classes of U.S. equity, 
non-U.S. or international equity, real estate and 
alternative investments.
 6. “Fixed income-like” investments are the 
combined TUCS asset classes of U.S. fixed in-
come, non-U.S. international fixed income, guar-
anteed investment contracts, mortgages and cash.
 7. Robert Waid, “Did Large Taft-Hartley DB 
Plans’ Larger Equity Allocations Pay Off?,” Bene-
fits Magazine, October 2014.
 8. Alternative Investments include private 
equity and hedge funds.
 9. Average exposure includes plans with no 
exposure to alternative investments.
 10. These are median values, but average 
numbers yielded similar results.
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