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What is stable value,
and how does it work?

From the Field

— Key Insights

Stable value has faced challenges, weathering crises like the 2008 global financial
crisis, the pandemic, and recent U.S. trade policy volatility.

The wrap landscape has grown over the past decade as new providers have
entered the industry, and we now have a large list of 15 approved wrap providers.

Stable value products now offer more flexibility, with usage expanding beyond
traditional roles in defined contribution retirement plans.

as well as the recent increased market

S table value investment options have
volatility due to U.S. trade policy uncertainty.

been available in defined contribution
plans since the 1970s and have offered
a unique combination of benefits for
participants. Our stable value franchise
has faced several challenging markets
over the last 40+ years and has weathered
every economic crisis, including the global
financial crisis, the coronavirus pandemic,

Within an investment lineup, stable value is
a lower-risk investment option focused on
principal preservation and liquidity while
aiming to provide steady positive returns
and a stable net asset value.

Investment risk spectrum
(Fig. 1) Stable value is at the lower end of the risk spectrum
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Cumulative growth over 30 years

(Fig. 2) Stable value has held up well over money market funds
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Performance data quoted represent past performance, which is not a guarantee or a reliable indicator of future results. Money market funds and
stable value products 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.
Data provided on this page include the historical information of the Hueler Pooled Fund Index through December 31, 2020, and the Morningstar US CIT
Stable Value Index from January 31, 2021, to current period ending date.

'Please see the Additional Disclosures page for additional legal notices and disclaimers.

Investment risk spectrum

Stable value is unique in that it is available
only in tax-qualified retirement savings
plans and in some tuition assistance
plans (529 plans).

Stable value, however, is not available

in individual retirement accounts or as a
mutual fund. Stable value funds are held
in nearly half of all defined contribution
(DC) plans and represent about 7% of all
DC plan assets, and stable value assets
totaled over USD 841 billion.

What is stable value designed
to do?

In general, stable value is a principal
preservation investment option that aims
to provide a $71 net asset value price

for participants and their daily liquidity
needs. Relative to money market funds,
however, stable value has demonstrated

more attractive performance while
offering significantly lower volatility than
intermediate duration bond funds.

What are investment contracts?

While the portfolio structure and underlying
investments within a stable value offering
vary, the important similarity in all stable
value is the use of investment contracts
issued by insurance companies and banks.

Investment contracts are individually
negotiated between the issuer and
stable value manager and perform
many functions. In general, they
provide participants daily liquidity and
help smooth out short-term volatility
over a longer period. Moreover,
investment contracts allow for benefit
responsiveness, which means that
participants can transact at their invested
balance plus any accrued interest.

"Source: Stable Value Investment Association as of December 31, 2024

More importantly, investment contracts

are ultimately backed by the full financial
strength and credit of the bank or insurance
company issuer and help guard participants
against loss of principal.

As noted above, investment contracts

are individually negotiated between the
issuer and stable value manager. Currently,
there are four main types of investment
contracts:

1. Synthetic investment contracts (SICs)
are issued by an insurance company or
a bank and are supported by underlying
fixed income assets that are directly
owned by the participating plan or trust.

2. Separate account contracts (SACs)
are similar to SICs, but the underlying
fixed income assets are owned by the
company issuing the SAC and are held
for the benefit of the plan or trust.
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3. A guaranteed investment contract
(GIC) is a stable value investment
contract issued by an insurance
company and usually pays a specified
rate of return for a defined and finite
period, guarantees principal and
accumulated interest, and is benefit
responsive to qualified participant
withdrawals.

4. General account and general
account separate account contracts
are exclusively insurance company
products that are similar to GICs,
with the main differences being that
a general account contract has no
maturity date and rates are reset on
a periodic basis.

What is the stable value
crediting rate?

A stable value portfolio’s crediting rate is

the yield at which participant account
balances accrue interest and is similar to
an annual effective yield for a stable value
investment contract. The crediting rate is
set by the stable value manager and/or
investment contract issuers based on the
characteristics of the underlying investments
and is generally reset at the beginning of
each quarter (although more frequent rate
resets, such as monthly, can also be used,
or the crediting rate may be fixed).

The crediting rate is based on a few
generally accepted formulas that usually
take into consideration the characteristics
of the underlying stable value fixed income

investment (e.g., portfolio yield, duration, etc.).

What is the market-to-book
value ratio?

Stable value portfolios are valued both on
an investment contract or book value basis
as well as on a market value basis for the
underlying fixed income investments. Book
value and market value are expressed as:

Market Value = The fair market value of
the underlying fixed income investments

How do M/B ratios behave?

(Fig. 3) M/B ratios are negatively correlated with rates
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The example provided is hypothetical and used for illustrative purposes only.

Book Value = Initial principal +
accumulated interest + additional deposits
- withdrawals - expenses

The market-to-book value ratio (M/B ratio)
is a stable value portfolio’s market value
divided by its book value. The M/B ratio

is an indication of the fair market value

of the underlying assets relative to the
book value of the underlying assets of
the investment contract. Figure 3 shows
how the value of the investment contracts
changes as the market value and book
value of the underlying assets change
over time and over various interest rate
environments. M/B ratios are expected

to fluctuate within a band around 100%
during periods of rising and falling rates
as bond prices are negatively correlated
to changes in interest rates.

Stable value portfolio structure

A typical stable value portfolio is
composed of investment contracts

(e.g., SICs, SACs, GICs), a cash buffer,

and underlying fixed income investments.
In most cases, the underlying fixed income
investments are arrayed in one or more
high-quality fixed income strategies, which
are often benchmarked against commonly
available indexes. The cash buffer falls
outside the investment contracts and is
typically invested in a stable net asset
value product like a U.S. government or
U.S. Treasury money market fund.

66

A stable value
portfolio’s crediting
rate is the yield at
which participant

account balances
accrue interest

and is similar to an
annual effective yield
for a stable value
investment contract.

Cash buffers are an important component
of stable value and are there to provide
daily liquidity for participants handling

all daily deposits and withdrawals, while
the remaining assets in the stable value
portfolio remain fully invested. However,
general account contracts are an
exception as they don't typically require

a cash buffer. The overall duration of the
stable value portfolio will vary depending
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on the stable value manager and the needs
of the plan sponsor but could generally
range from one to six years.

Conclusion

In conclusion, stable value has been a
mainstay in retirement plans since its

adoption in the 1970s. Today, stable value
continues to be an attractive and popular
investment option for participants seeking
principal preservation, income, and
competitive yields with lower correlation
to other asset classes.

Given its unique features and competitive
performance, stable value is a popular

option in retirement and is increasingly
being used in 529 plans, asset allocation
products like target date funds, and
retirement income products in a variety of
new solutions. We believe this trend will
continue as stable value products continue
to receive increased awareness and usage
and expand beyond their traditional role as
a safe harbor investment option.
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T. Rowe Price identifies and actively invests in opportunities to help people thrive in an
evolving world, bringing our dynamic perspective and meaningful partnership to clients
so they can feel more confident.

Additional Disclosure

London Stock Exchange Group plc and its group undertakings (collectively, the “LSE Group”). © LSE Group 2025. All rights in the FTSE Russell indexes
or data vest in the relevant LSE Group company which owns the index or the data. Neither LSE Group nor its licensors accept any liability for any errors
or omissions in the indexes or data and no party may rely on any indexes or data contained in this communication. No further distribution of data from
the LSE Group is permitted without the relevant LSE Group company’s express written consent. The LSE Group does not promote, sponsor or endorse
the content of this communication.

The T. Rowe Price Stable Value Products are not sponsored, endorsed, sold or promoted by Morningstar, Inc. or any of its affiliates (all such entities,
collectively, “Morningstar Entities”). The Morningstar Entities make no representation or warranty, express or implied, to the owners of the T. Rowe Price
Stable Value Products or any member of the public regarding the advisability of investing in stable value generally or in the T. Rowe Price Stable Value
Products in particular or the ability of the Morningstar US CIT Stable Value Index to track general stable value market performance. THE MORNINGSTAR
ENTITIES DO NOT GUARANTEE THE ACCURACY AND/OR THE COMPLETENESS OF THE Morningstar US CIT Stable Value Index OR ANY DATA INCLUDED
THEREIN AND MORNINGSTAR ENTITIES SHALL HAVE NO LIABILITY FOR ANY ERRORS, OMISSIONS, OR INTERRUPTIONS THEREIN.

“Bloomberg®” and Bloomberg Indices are service marks of Bloomberg Finance L.P. and its affiliates, including Bloomberg Index Services Limited
(“BISL"), the administrator of the index (collectively, “Bloomberg”) and have been licensed for use for certain purposes by T. Rowe Price. Bloomberg is
not affiliated with T. Rowe Price, and Bloomberg does not approve, endorse, review, or recommend this product. Bloomberg does not guarantee the
timeliness, accurateness, or completeness of any data or information relating to this product.

Portions of information contained in this display was supplied by Lipper, a Refinitiv Company, subject to the following: Copyright 2025 © 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.

CFA® and Chartered Financial Analyst® are registered trademarks owned by CFA Institute.

Important Information

This material is provided for informational purposes only and is not intended to be investment advice or a recommendation to take any particular
investment action.

The views contained herein are those of the authors as of June 2025 and are subject to change without notice; these views may differ from those of
other T. Rowe Price associates.

This information is not intended to reflect a current or past recommendation concerning investments, investment strategies, or account types, advice
of any kind, or a solicitation of an offer to buy or sell any securities or investment services. The opinions and commentary provided do not take into
account the investment objectives or financial situation of any particular investor or class of investor. Please consider your own circumstances before
making an investment decision.

Information contained herein is based upon sources we consider to be reliable; we do not, however, guarantee its accuracy.

Past performance is not a guarantee or a reliable indicator of future results. All investments are subject to market risk, including the possible loss of
principal. All charts and tables are shown for illustrative purposes only.

T. Rowe Price Investment Services, Inc. For Institutional Investors Only.

© 2025 T. Rowe Price. All Rights Reserved. T. ROWE PRICE, INVEST WITH CONFIDENCE, the Bighorn Sheep design, and related indicators
(see troweprice.com/ip) are trademarks of T. Rowe Price Group, Inc. All other trademarks are the property of their respective owners.
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