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CITs: The Rising Star in the Retirement Investment Landscape

Key Takeaways

v’ CITs offer lower fees than mutual funds, thanks to reduced operating and regulatory
costs.

v" They are built for institutional investors, focusing on long-term performance and
strategic investment approaches.

v’ Plan sponsors have more flexibility, allowing them to customize investment options and
negotiate fees.

v Regulatory trends and industry shifts are pushing more DC plans toward CIT adoption.

v While transparency and availability are considerations, the advantages of CITs far

outweigh the drawbacks for retirement plans.

If you’re tuned into the world of retirement investing, you’ve probably noticed that Collective
Investment Trusts (CITs) are gaining traction. While mutual funds have long been the go-to
investment vehicle for 401(k) plans and other defined contribution (DC) plans, CITs are
emerging as a compelling alternative.

But why are CITs making waves, and what makes them so appealing? Let's break it down.

1. The Cost Advantage: CITs Keep More Money in Participants’ Pockets

One of the biggest reasons for CITs' growing popularity is their low-cost structure
compared to mutual funds. Here’s why:
o Lower Administrative & Regulatory Costs — CITs operate under bank regulations
rather than SEC regulations, which reduces compliance and marketing expenses.
e No Marketing or Distribution Fees — Unlike mutual funds, which spend money on
marketing and shareholder servicing, CITs focus purely on investment
management.
e Lower Expense Ratios — On average, CITs have lower expense ratios than mutual
funds, which means less money is lost to fees over time.

Even small reductions in fees can lead to significant long-term savings. For example, a
0.50% difference in annual expenses might not seem like much, but over 30+ years of
compounding, it could add tens of thousands of dollars to a participant’s retirement
account.
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2.

Institutional Investment Approach: Built for the Big Picture

Unlike retail mutual funds, CITs are designed specifically for institutional investors. This
gives them unique advantages:
e Managed by Top-Tier Asset Managers — CITs often have the same institutional
managers as mutual funds but with added flexibility.
e Long-Term Investment Focus — Without the pressure of retail investor behavior,
CITs can take a more strategic, long-term approach.
e Economies of Scale — Large institutional investors benefit from bulk pricing and
access to sophisticated strategies.

Because CITs are exclusive to tax-advantaged retirement plans, they don’t face the same
retail-driven market pressures as mutual funds. This can create a more stable,
performance-oriented investment experience.

Flexibility and Customization: Tailored for Plan Sponsors

Another reason plan sponsors are shifting to CITs is their flexibility.

e Customization — Unlike mutual funds, which are bound by regulatory structures,
CITs allow plan sponsors to tailor investment strategies.

e Ability to Negotiate Fees — Large plans can negotiate even lower fees based on
their assets under management (AUM).

e Access to Alternative Investments — Some CITs can include exposure to asset
classes like private equity, real estate, or infrastructure, which are not always
available in mutual funds.

This customization gives employers and plan fiduciaries more control over how they
construct their retirement plan lineups, optimizing them for their employees' needs.

Performance Potential: A Competitive Edge

With lower fees and an institutional approach, CITs have the potential to outperform
mutual funds over time.
e Cost Savings Drive Better Returns — Because expenses eat into investment
returns, lower-cost CITs have a natural edge over higher-cost mutual funds.
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e Tax Advantages — CITs are not subject to capital gain taxes at the trust level,
unlike mutual funds. This allows investment managers the flexibility to make
decisions without tax constraints.

e Less "Hot Money" Risk — Mutual funds often face large inflows and outflows from
retail investors reacting to short-term market trends. CITs, being institutional,
experience less volatility due to investor behavior.

5. Regulatory & Industry Trends: The Shift Toward CITs

Several industry trends and regulatory shifts are favoring the adoption of CITs in defined
contribution plans:

e DOL Fiduciary Rule & Fee Transparency — With increasing scrutiny on retirement
plan fees, fiduciaries are seeking the lowest-cost investment options. CITs often
meet this requirement.

e SECURE Act & Evolving DC Plan Landscape — The retirement industry is shifting
toward lower-cost, institutionally managed solutions, further supporting the rise
of CITs.

e Growing Plan Sponsor Adoption — More 401(k) and DC plan sponsors are
replacing mutual funds with CITs in their investment lineups to reduce costs and
enhance performance.

As fee compression continues to be a focus in the industry, we’re likely to see even
greater adoption of CITs in the coming years.

6. What’s the Catch? Considerations for CITs

While CITs offer many advantages, they do have some limitations:

o Limited Availability — CITs are not available to individual investors; they are
exclusive to retirement plans, which may limit accessibility.

e Less Transparency Than Mutual Funds — CITs do not have to report holdings as
frequently as mutual funds, which may concern some investors who value
disclosure.

e Plan-Specific Differences — Since CITs are customizable, two plans using the
"same" CIT may have different fee structures or investment strategies, making
comparisons more difficult.

However, for institutional investors and plan sponsors, the benefits far outweigh these
concerns—hence their increasing use in DC plans.
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Final Take: CITs Are Poised for Continued Growth

CITs are no longer an afterthought in the retirement investment space. With their cost
efficiency, flexibility, and institutional focus, they are increasingly seen as a superior alternative
to traditional mutual funds in 401(k) and other defined contribution plans.

As plan sponsors continue to seek ways to reduce fees, improve performance, and customize
investment strategies, expect CITs to play an even bigger role in the future of workplace
retirement savings.

The trend is clear: CITs are here to stay, and their influence is only growing.

About Global Trust Company

Global Trust Company (GTC) is a non-depository trust company providing fiduciary and trustee services for some of
the largest, most complex institutional asset owners. Our open architecture platform allows us to create customized
solutions that are uniquely tailored for each client. Founded in 2008 as a subsidiary of Northeast Retirement Services,
LLC (NRS), we currently manage nearly $130 billion in non-registered pooled vehicles including proprietary and non-
proprietary collective investment trusts, LLCs, and group trusts supporting the needs of the ERISA and non-ERISA
institutional investment community.

Call us today at 781-970-5034 or email information@globaltrustco.com to learn more about our trustee services
solutions.
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Disclosure

This newsletter is limited to the dissemination of general information pertaining to Global Trust Company’s Trustee
Services. As such nothing herein should be construed as the provision of personalized investment advice. The
information contained herein is based upon certain assumptions, theories and principles that do not completely or
accurately reflect your specific circumstances. Information presented herein is subject to change without notice and
should not be considered as a solicitation to buy or sell any fund. Adhering to the assumptions, theories and
principles serving the basis for the information contained herein should not be interpreted to provide a guarantee
of future performance or a guarantee of achieving overall financial objectives. As investment returns, inflation, taxes
and other economic conditions vary, the funds actual results may vary significantly. Furthermore, this newsletter
contains certain forward-looking statements that indicate future possibilities. Due to known and unknown risks,
other uncertainties and factors, actual results may differ materially from the expectations portrayed in such forward-
looking statements. Readers are cautioned not to place undue reliance on forward-looking statements, which speak
only as of a specific date. As such, there is no guarantee that the views and opinions expressed in this article will
come to pass. This newsletter should not be construed to limit or otherwise restrict Global Trust Company’s
investment decisions.

This newsletter contains information derived from third party sources. Although we believe these third-party sources
to be reliable, we make no representations as to the accuracy or completeness of any information prepared by any
unaffiliated third party incorporated herein, and take no responsibility therefore. Some portions of this newsletter
include the use of charts or graphs. These are intended as visual aids only, and in no way should any client or
prospective client interpret these visual aids as a method by which investment decisions should be made. We have
provided performance results of certain market indices for illustrative purposes only as it is not possible to directly
invest in an index. Indices are unmanaged, hypothetical vehicles that serve as market indicators and do not account
for the deduction of management fees or transaction costs generally associated with investable products, which
otherwise have the effect of reducing the performance of an actual investment portfolio. It should not be assumed
that the fund’s performance will correspond directly to any benchmark index. A description of each index is available
from us upon request.
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