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W ith the Federal Reserve 
policy rates at or near 
zero and money market 

fund managers back to waiving 
management fees in order to maintain 
positive money fund yields, now is a 
good time to revisit the comparison 
between money market funds and 
stable value funds.

Stable value strategies continue to 
offer a uniquely attractive risk/reward 
profile for defined contribution plans 
and participants who include principal 
preservation components, like stable 
value and money market funds, in their 
investment lineups.

In steady and falling interest rate 
environments, a stable value portfolio, 
with its longer duration and higher 
risk profile, typically maintains a 
higher yield and can outperform other 
principal preservation options, like 
money market funds.

Given the Federal Reserve’s current 
near‑zero interest rate policy, in the near 
term, we believe stable value funds 
could perform at the higher end of their 
historic yield advantage relative to money 
market funds. Furthermore, in this 
challenging economic environment, the 
Federal Reserve may keep the federal 
funds rate target low for extended 
periods of time. Against this backdrop, 

some money market fund managers 
have already been forced to reduce or 
waive money market fund management 
fees in order to maintain a positive fund 
yield while policy rates remain near zero.

Stable value has held up well during the 
coronavirus crisis. It can be argued that 
the strategy has not only outperformed 
money market funds in terms of yields 
and return, but also in terms of structure 
as the Fed once again had to step in 
and provide liquidity facilities to support 
money market fund investments.

History has shown that stable value funds 
have performed well relative to money 
market funds, other short‑term bond 
investment options, and inflation across 
various interest rate environments. Over 
the past two decades, stable value funds 
have largely maintained a sizable yield 
advantage over money market funds, with 
the only exceptions occurring during brief 
periods when the Fed was hiking rates to 
combat inflation (Figure 1).

With a low interest rate environment 
as a backdrop for the foreseeable 
future, now is a good time to compare 
key metrics for money market funds 
and stable value funds to assess 
the capital preservation option for 
plan participants. In Figure 2, we 
highlighted some of the most common 
comparisons and key metrics. 
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Stable Value Versus 
Money Market Funds
Historically low rates highlight key advantages for 
stable value.



Historical Yield Comparison
(Fig. 1) Stable value can offer more attractive yields relative to money markets
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	 As of June 30, 2020.
Past performance is not a reliable indicator of future performance. Money market and stable value funds have different risks. It is important that you 
carefully review the legal documents for each type of vehicle prior to investment to determine if it is appropriate for you.
Figures are calculated in U.S. dollars.

1	The Hueler Pooled Fund Index is provided by Hueler Analytics, Inc., a stable value data and research firm, which has developed the Hueler Analytics Stable Value 
Pooled Fund Comparative Universe (Universe) for use as a comparative database to evaluate collective trust funds and other pooled vehicles with investments in 
GICs and other stable value instruments. The Hueler Pooled Fund Index is an equal‑weighted total return average across all participating funds in the Universe 
and represents approximately 75% of the stable value pooled funds available to the marketplace. Universe rates of return are reported gross of management fees 
(see Additional Disclosures). 

2	Source for Lipper index data: Lipper Inc. (See Additional Disclosures.)
3	The Bloomberg Barclays U.S. Intermediate Government/Credit Bond Index is a component of the Bloomberg Barclays U.S. Government & Credit Index. The 
Government & Credit Index includes securities in the Government and Credit Indices. The Government Index includes Treasuries (i.e., public obligations of the 
U.S. Treasury that have remaining maturities of more than 1 year) and agencies (i.e., publicly issued debt of U.S. government agencies, quasi‑federal corporations, 
and corporate or foreign debt guaranteed by the U.S. government). The Credit Index includes publicly issued U.S. corporate and foreign debentures and secured 
notes that meet specified maturity, liquidity, and quality requirements. 

	 There is no standardized industry‑accepted benchmark for stable value portfolios; all information on this page is provided for illustrative purposes only.
Source for Bloomberg Barclays index data: Bloomberg Index Services Limited. Please see Additional Disclosures for information about this Bloomberg information.

While both investment options offer 
participants daily liquidity and a stable 
net asset value, stable value funds 
can offer yield advantages over money 
market funds. As highlighted in Figure 3, 
this yield advantage has translated into 
stronger long‑term performance relative 
to money market funds in the past. 

In addition to performing well relative 
to money market funds, given their 
longer underlying durations, stable value 
funds also perform well relative to other 
low‑duration strategies, such as ultra 

short‑term bond and short‑term bond, 
over a full market cycle. Additionally, 
stable value has kept pace with inflation 
as measured by the U.S. consumer price 
index (Figure 4). 

Specific to periods of Fed easing, 
stable value funds have also held up 
well relative to money market funds 
and kept pace with low‑duration fixed 
income strategies, like ultra short‑term 
and short‑term bond, through periods 
of Fed easing (Figure 5). As was the 
case in prior rate easing cycles, plans 
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Comparison Table
(Fig. 2) Stable value and money market funds have some important differences

Money Market Fund Stable Value Fund

Net Asset Value (NAV) Stable Stable

Participant Liquidity Daily Daily

Plan Withdrawals Daily Subject to withdrawal provisions1

Participant Withdrawals Daily Daily

Participant‑Directed 
Transfers Daily Daily to noncompeting 

investment options2

Annualized Yield3 0.86%4 2.31%5

1	Most stable value portfolios are subject to a put provision, meaning that plan sponsors need to notify the 
asset manager and wait a set amount of time before exiting.

2 Stable value participants generally may not directly exchange assets from stable value to a competing 
investment option (typically shorter‑duration bond funds and money market funds) unless such transfer is 
first subject to a 90‑day transfer into a noncompeting fund.

3 As of June 30, 2020.
4 Based on the Lipper Money Market Index.
5 Based on the Hueler Pooled Fund Index.
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Growth of USD 100
(Fig. 3) Stable value can offer more opportunity for income relative to money markets
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As of June 30, 2020
Past performance is not a reliable indicator of future performance.
Figures are calculated in U.S. dollars.

1	The Bloomberg Barclays U.S. Intermediate Government/Credit Bond Index is a component of the Bloomberg Barclays U.S. Government & Credit Index. The 
Government & Credit Index includes securities in the Government and Credit Indices. The Government Index includes Treasuries (i.e., public obligations of the U.S. 
Treasury that have remaining maturities of more than 1 year) and agencies (i.e., publicly issued debt of U.S. government agencies, quasi‑federal corporations, and 
corporate or foreign debt guaranteed by the U.S. government). The Credit Index includes publicly issued U.S. corporate and foreign debentures and secured notes 
that meet specified maturity, liquidity, and quality requirements.

2	The Hueler Pooled Fund Index is provided by Hueler Analytics, Inc., a stable value data and research firm, which has developed the Hueler Analytics Stable Value 
Pooled Fund Comparative Universe (Universe) for use as a comparative database to evaluate collective trust funds and other pooled vehicles with investments in 
GICs and other stable value instruments. The Hueler Pooled Fund Index is an equal‑weighted total return average across all participating funds in the Universe and 
represents approximately 75% of the stable value pooled funds available to the marketplace. Universe rates of return are reported gross of management fees (see 
Additional Disclosures). 

3	Source for Lipper index data: Lipper Inc. (See Additional Disclosures.) 
	 There is no standardized industry‑accepted benchmark for stable value portfolios; all information on this page is provided for illustrative purposes only.
Source for Bloomberg Barclays index data: Bloomberg Index Services Limited. Please see Additional Disclosures for information about this Bloomberg information.



Historical Performance Comparison
(Fig. 4) Stable value has fared well compared with other low‑duration strategies and inflation
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Past performance is not a reliable indicator of future performance.
Money market funds, trust, separate accounts, and mutual funds have different risks, including the possible loss of principal. It is important that you 
carefully review the legal documents for each type of vehicle to determine if it is appropriate for you prior to investment. 
Figures are calculated in U.S. dollars using monthly data and are gross of fees. Returns would have been lower as the result of the deduction of applicable fees.
The Lipper Money Market Funds Index is an equally weighted performance index of the largest qualifying funds in the Lipper category. Lipper index gross-of-fees 
performance data are not available.
Source for Lipper index data: Lipper Inc. (See Additional Disclosures.)
Source for Bloomberg Barclays index data: Bloomberg Index Services Limited. Please see Additional Disclosures for information about this Bloomberg information.
Copyright © Hueler Companies, Inc. and Hueler Analytics, Inc. 2020. All rights reserved (see Additional Disclosures).

and participants have benefited from 
some of stable value’s advantages, such 
as capital preservation but with access 
to attractive yields, during the current 
easing cycle and global crisis. Stable 
value remains an attractive investment 
option through multiple markets and 
interest rate environments. 

Given stable value funds’ performance 
history and risk/return profile relative 
to money market funds and other 
short‑term bond strategies, now could 
be the time to reassess your plan’s 
capital preservation options and 
consider a stable value fund.
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Historical Rate Easing Cycles
(Fig. 5) Stable value has been attractive through multiple market types

December 20, 1991
January 9, 1991

December 11, 2001
January 3, 2001

December 16, 2008
September 18, 2007

June 30, 2020
November 30, 2015

0

2

4

6

8

10

30Y
10Y5Y3Y2Y6M3M

1991 Fed Easing
Percent

0

2

4

6

8

10

30Y
10Y5Y3Y2Y6M3M

2001 Fed Easing
Percent

0

2

4

6

8

10

30Y
10Y5Y3Y2Y6M3M

2007–2008 Fed Easing
Percent

0

2

4

6

8

10

30Y
10Y5Y3Y2Y6M3M

Nov. 2015–June 2020 Fed Easing
Percent

0

2

4

6

8

10

12

Short-
Term
Bond

Ultra 
Short-
Term 
Bond

Stable
Value

Money
Market

1991 Fed Easing—Period
Returns (Annualized)
Percent

0

2

4

6

8

10

12

Short-
Term
Bond

Ultra
Short-
Term
Bond

Stable
Value

Money
Market

2001 Fed Easing—Period
Returns (Annualized)
Percent

0

2

4

6

8

10

12

Short-
Term
Bond

Ultra
Short-
Term
Bond

Stable
Value

Money
Market

2007–2008 Fed Easing—
Period Returns (Annualized)
Percent

0

1

2

3

4

Short-
Term
Bond

Ultra
Short-
Term
Bond

Stable
Value

Money
Market

Nov. 2015–June 2020 Fed Easing—
Period Returns (Annualized)
Percent

Past performance is not a reliable indicator of future performance.
Money Market market funds, trust, separate accounts, and mutual funds have different risks, including the possible loss of principal. It is important 
that you carefully review the legal documents for each type of vehicle to determine if it is appropriate for you prior to investment. 
Money Market is represented by the Lipper US Treasury Money Market Index; Ultra Short-Term Bond is represented by the Bloomberg Barclays 9–12 Month 
T-Bill Index; Short-Term Bond is represented by the Bloomberg Barclays U.S. 1–3 Year Government/Credit Bond Index; Stable Value is represented by the Hueler 
Pooled Funds Index. 
Ultra Short-Term Bond is represented by the Bloomberg Barclays 6 month Bell Weather Index for the 1991 Fed easing cycle.
Sources: Hueler Analytics, Lipper, Inc. (see Additional Disclosure), U.S. Department of the Treasury, and T. Rowe Price. 
Source for Bloomberg Barclays index data: Bloomberg Index Services Limited. Please see Additional Disclosures for information about this Bloomberg information.
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T. Rowe Price focuses on delivering investment management 
excellence that investors can rely on—now and over the long term. 

Additional Disclosures

Copyright © Hueler Companies, Inc. and Hueler Analytics, Inc. 2020. All rights reserved. Hueler Index statistics are presented for comparative purposes only. Any 
further dissemination, distribution, or copying of the Hueler Universe data is strictly prohibited without prior approval or authorization from Hueler Analytics.

Portions of the information contained in this display was supplied by Lipper, a Refinitiv Company, subject to the following: Copyright 2020 © Refinitiv. All rights 
reserved. Any copying, republication or redistribution of Lipper content is expressly prohibited without the prior written consent of Lipper. Lipper shall not be 
liable for any errors or delays in the content, or for any actions taken in reliance thereon.

Bloomberg Index Services Limited. BLOOMBERG® is a trademark and service mark of Bloomberg Finance L.P. and its affiliates (collectively “Bloomberg”). 
BARCLAYS® is a trademark and service mark of Barclays Bank Plc (collectively with its affiliates, “Barclays”), used under license. Bloomberg or Bloomberg’s 
licensors, including Barclays, own all proprietary rights in the Bloomberg Barclays Indices. Neither Bloomberg nor Barclays approves or endorses this material, 
or guarantees the accuracy or completeness of any information herein, or makes any warranty, express or implied, as to the results to be obtained therefrom 
and, to the maximum extent allowed by law, neither shall have any liability or responsibility for injury or damages arising in connection therewith.

Important Information
This material is being furnished for general informational and/or marketing purposes only. The material does not constitute or undertake to give advice of any nature, 
including fiduciary investment advice, nor is it intended to serve as the primary basis for an investment decision. Prospective investors are recommended to seek independent 
legal, financial and tax advice before making any investment decision. T. Rowe Price group of companies including T. Rowe Price Associates, Inc. and/or its affiliates receive 
revenue from T. Rowe Price investment products and services. Past performance is not a reliable indicator of future performance. The value of an investment and any income 
from it can go down as well as up. Investors may get back less than the amount invested.

The material does not constitute a distribution, an offer, an invitation, a personal or general recommendation or solicitation to sell or buy any securities in any jurisdiction or to 
conduct any particular investment activity. The material has not been reviewed by any regulatory authority in any jurisdiction.

Information and opinions presented have been obtained or derived from sources believed to be reliable and current; however, we cannot guarantee the sources’ accuracy 
or completeness. There is no guarantee that any forecasts made will come to pass. The views contained herein are as of the date written and are subject to change without 
notice; these views may differ from those of other T. Rowe Price group companies and/or associates. Under no circumstances should the material, in whole or in part, be 
copied or redistributed without consent from T. Rowe Price.

The material is not intended for use by persons in jurisdictions which prohibit or restrict the distribution of the material and in certain countries the material is provided upon 
specific request. It is not intended for distribution to retail investors in any jurisdiction.

USA—Issued in the USA by T. Rowe Price Associates, Inc., 100 East Pratt Street, Baltimore, MD, 21202, which is regulated by the U.S. Securities and Exchange Commission. 
For Institutional Investors only.

© 2020 T. Rowe Price. All rights reserved. T. Rowe Price, INVEST WITH CONFIDENCE, and the bighorn sheep design are, collectively and/or apart, trademarks or registered 
trademarks of T. Rowe Price Group, Inc.
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