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Message from the CEO
John M. Preis, President & CEO

Welcome to the YMCA Retirement Fund’s Mid Year
Report for fiscal year 2006. At a time when 50% of

American workers have no retirement program outside
of Social Security, YMCA staff can count on the Retire-
ment Fund. Investment returns are solid and assets are
at an all-time high.

Pension World in the News
Lately there has been a flood of media reports about
pension plans—how they work, why some fail, and
what safeguards (if any) are in place to protect em-
ployee savings and retiree benefits.

This is because 77 million baby boomers will be ap-
proaching retirement age over the next 25 years. At the
same time, underfunded pension plans are letting em-
ployees down just when they’ve been looking forward
to enjoying a comfortable retirement. 

So, it’s natural for YMCA staff to ask, “What protects my
retirement savings against the dangers mentioned in
the media?”

Strong Results
The Fund’s 2005 calendar year return of 8.2% (gross of
fees) was 70 basis points ahead of the composite
benchmark. Although the Fund operates on a fiscal
year ending June 30, calendar year results are provided
for comparative purposes in the chart below. 

We continue to improve the portfo-
lio with high quality alternative mar-
ket investments and are making
further progress in the reduction of
overall portfolio risk through addi-
tional diversification.

The value of the Fund’s assets reached an all-time high
as of December 31, 2005. The chart below indicates
that the asset/liability relationship remains favorable
with assets of $4.2B, which are 112% of liabilities.

Understanding the News
In order to understand the stories in the news about
pension plans (and why the YMCA Retirement Plan
isn’t one of them), you need to understand that there
are two major types of plans: defined benefit plans and
defined contribution plans.

In a defined benefit plan, the payout to a retiree is
based on a formula, often related to years of service
and compensation.

It’s the traditional defined benefit plans that are in
most of the news stories. Companies terminate pen-
sion plans to cut costs, or due to bank-
ruptcies, mergers or conversions into
another plan. Since this pension money
doesn’t technically belong to an em-
ployee until it’s paid out, it is vulner-
able to the company’s fortunes.

On the other hand, defined
contribution plans specify the
amount to be contributed to
the plan. The benefits that are
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Calendar Year Returns: Stocks, Bonds and the YMCA Retirement Fund

YMCA Retirement Fund (Gross of Fees)
Russell 3000 Stock Index                  
Lehman Aggregate Bond Index                        
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paid out are based on the actual amount accumulated
in the plan during the individual’s career.

The YMCA Retirement Fund sponsors the YMCA Retire-
ment Plan and the Tax-Deferred Savings Plan, each a
defined contribution plan. The Fund’s structure limits
the downside risk to participants, and experts make the
investment choices for all participants as a group, man-
aging over $4 billion of our collective savings.

Security, Integrity, Enduring Value
Since the YMCA Retirement Plan began in 1922, ac-
count balances have never decreased. Strong and con-
sistent interest credits have been the result of good
management through the years and our current disci-
pline as long-term investors.

Interest credited to participant account balances in
2005 averaged 9.5% for the year (12% Jan-June; 
7% July-Dec). When you combine this return with the
fact that the Plan’s structure protects your account bal-
ances from market fluctuations, you would be hard-
pressed to find a better alternative for your retirement
savings. 

Market conditions during the second half of 2005
made a 12% annualized interest credit decision possi-
ble for the first half of 2006. As a result, the cumulative
disparity from 2002-2004 between participants and re-
tirees will be eliminated by June 30, 2006.

Expertise You Can Depend On
The Fund has an independent Board of Trustees that
includes many investment professionals who oversee
the work of Management.

The Fund’s management team is comprised of experts
in investment and benefits management, and our ex-
penses fall at the low end for organizations like ours.

We are deeply committed to protecting participant
benefits by maintaining our reserve. Unlike the under-
funded plans that are in the news, we strive to have
between $1.08 and $1.12 for every dollar we have
promised to pay out in the future (see Confidence Lev-
els, page 5).
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Structure and Oversight
The YMCA Retirement Fund is a separately incorpo-
rated and governed 501(c)(3) organization, unaffected
by the financial condition of any individual YMCA and
independent of the YMCA of the USA. 

The Fund’s operations are reviewed regularly by various
independent external experts, including an actuary, au-
ditor and investment consultant, as well as several gov-
ernmental agencies (such as the New York State
Insurance Department and the U.S. Department of
Labor). Beginning in July 2006, portions of the plan will
also be governed by the Employee Retirement Income
Security Act of 1974, as amended (ERISA).

Save More for the Future
Looking ahead, retirement issues will continue to be
on the front page of our daily newspapers and on the
evening news. I sincerely hope this will compel every
participant to take action to maximize Fund benefits by
saving more for retirement. Federal limits were in-
creased for tax-advantaged savings effective January 1,
2006. Go to www.yretirement.org and download the
form to open a Tax-Deferred Account today!

As we enter the second half of the fiscal year, the Fund
continues to represent the security, integrity and endur-
ing value that you have come to expect as a reward for
a career with the YMCA.

You can sleep soundly at night, knowing that your ac-
counts at the YMCA Retirement Fund are safe. It really
is the Y’s Way to a Great Retirement.

Thanks for your unfailing confidence in the YMCA Re-
tirement Fund.

John M. Preis
President and CEO

The Fund’s mission is to empower 
YMCA employees to achieve 
economic security, resulting 
in loyalty to the 
YMCA Movement

http://www.yretirement.org/ymcarf/pdf/asr-9.pdf


Board News & Updates
Peter D. Ziegler, Chairman Theodore H. Ashford Steps Down

After serving three 4-year terms, Ted
Ashford retired from the Fund’s Board
in December 2005. He served on the
Investment, Governance and Compen-
sation Committees. Mr. Ashford is
Chairman and CEO of Ashford Capital
Management, Inc. Ted’s quiet wisdom
and deft collegial touch made his contributions invalu-
able to the Fund. We are grateful that he has agreed to
continue as an ex-officio member of the Investment
Committee.

Georganne F. Perkins Elected
Georganne Perkins joined the Fund’s
Board in January 2006. She serves on
the Investment and Governance Com-
mittees. Ms. Perkins is Director of Pri-
vate Equity, Stanford Management
Company, which is the endowment
management arm of Stanford Univer-
sity. As Director, Ms. Perkins is responsible for strategic
planning and allocation, manager selection, due dili-
gence, and performance measurement of Stanford’s
venture capital and buyout investments.

YMCA Retirement Fund 2006 Mid Year Report 3

Board Approves 12%
In November 2005, the Fund’s 
Board of Trustees met in New York City. The Trustees
reviewed the relationship between the market value of
the Fund’s assets and liabilities, as we do twice a year,
in order to assess the condition of the Fund’s reserves.
This provided critical background for setting the inter-
est credits for the first six months of 2006. In addition,
the following topics were considered:

• Asset allocation and the investment outlook
• The independent actuary’s recommendations

As a result, the Board voted in support of a Manage-
ment recommendation to credit 12% annualized 
interest to participants during the period January 1 to 
June 30, 2006. This is composed of 3% regular interest
credits plus 9% extra interest credits.

Vision 2008
In order to look to the
future and stay relevant
to the needs of our par-
ticipants, the YMCA Re-
tirement Fund’s Board
and Management en-
gage in strategic plan-
ning. In fact, we update
our Strategic Plan of Ac-
tion every year on a
rolling 3-year time frame.
We know if our plan
doesn’t help us to im-
prove service to our con-

stituents, then it is just a “shelf” plan. So, every year we
take our plan and translate it into key issues and an-
nual objectives which we track in great detail. This dis-
cipline is a hallmark of our management style. 

A copy of our Strategic Plan of Action is available on
our website at www.yretirement.org.

STRATEGIC PLAN
OF ACTION

Vision 2008

Y’s Way to a 
Great Retirement

Fund Voted #1 Event in YMCA History
In August 2005, Perspective magazine, the journal of
the Association of YMCA Professionals (AYP), pub-
lished an issue on the results of a survey they did to
identify the top ten events in
YMCA history. The creation of
the Retirement Fund ranked
#1 in the survey.

Thanks to the foresight of
our founders, the YMCA is
the only major non-profit
in the USA with its own
single-focus pension fund.

P E R S P E C T I V E
S P E C I A L S E C T I O N :YMCA HI S T O RY101

http://www.yretirement.org/ymcarf/pdf/SpoA%2011_05.pdf


Six-Month Investment Review
Victor J. Raskin, Chief Investment Officer

Stocks turned in solid results for the six months
ended December 2005, aided by a strong Novem-

ber. This occurred in the face of a steady rise in interest
rates and a sharp jump in energy costs, caused in part
by two devastating hurricanes. Bonds were flat for the
period.

Throughout the six months, economic growth contin-
ued along its previous 4% path despite the obstacles of
rising energy costs and interest rates. Credit goes to re-
silient consumers who continued to spend, albeit at a
moderating rate. As forecasted, rising capital spending
aided in the growth. Corporate earnings continued to

rise at 10%+, as productivity remained strong. All signs
point to the economy continuing along a path of mod-
est but sustainable growth.

All equity classes showed gains, although, once again,
international stocks (including emerging markets)
achieved the best results. The international gains were
even more surprising, given the strength in the dollar.
Alternative investments experienced returns similar to
domestic stocks. Bonds, as mentioned earlier, were ba-
sically flat, having a difficult time in a rising interest rate
environment.

The Retirement Fund’s portfolio benefited from the
macro environment and also from our diversification,
ending December at a record level. The gain on the
portfolio was 6.62% net of fees for an outperformance
of 61 basis points when compared to the 6.01% in-

US Large Cap Equity 22.5% 32.5%

US Small Cap Equity 7% 13%

International Equity 15% 21%

Hedge Funds 4% 10%

Venture Cap/Priv Eqty 0% 4.5%

Real Estate 0% 3%

Commodities 0% 4%

Fixed Income 24% 40%

Cash 0% 2%

Asset Class Ranges (as of 12/31/05)

Current Position in Range

crease net of fees for the composite
benchmark. The Fund achieved
these results, while continuing to
have a lower risk profile than the
composite, which stems from our di-
versification. Asset allocation once
again played a positive role as the maximum over-
weight in international and emerging markets helped
significantly. The Fund’s large underweight in bonds was
also a positive factor.

Manager outperformance also helped as our managers
in small cap, bonds and public real estate (REITs) out-
performed their respective benchmarks. Our interna-
tional managers trailed their benchmark slightly while
our domestic large cap money, which is indexed,
matched the benchmark. In November 2005, we began
a pilot program of portable alpha and enhanced index-
ing to try to add value in the large cap arena.

Executing the Game Plan
Throughout the first half of this fiscal year, Management
continued to execute on its plan to drive down risk
through further diversification into alternative assets.
These non-correlated assets moved from 11.4% in June
to 12.4% in December, as we continue to build both
our private equity and real estate programs. In addition,
we hired two managers to initiate active currency pro-
grams as well. Our long-term goal for alternative assets
remains 23%.

The other management focus has been to evaluate our
existing manager line-up and make appropriate
changes when need be. During the past six months, the

 
Performance Results (Net of Fees, 6 Months Ended 12/31/05)

Performance
Asset Class Fund Benchmark Name Out (Under)

US Large Cap Equity 6.15% 6.15% Russell 1000 Growth/Value 0.00%

Small Cap 7.02% 5.81% Russell 2000 1.21%

International Equity 16.01% 16.64% MSCI ACWI Free ex US (0.63%)

Hedge Funds 6.63% 4.14% 90-Day T. Bill + 5% 2.49%

Venture Cap/Priv Eqty 8.23% 12.03% CA Vintage Year (3.80%)

Real Estate 7.34% 6.43% NAREIT/NCREIF 0.91%

Commodity Fund 13.96% 13.85% Dow/AIG Commodities Index 0.11%

Currencies* (1.22%) — — (1.22%)

Fixed Income 0.02% (0.14%) Lehman Brothers Aggregate 0.16%

Cash 1.87% 1.74% 90-Day T. Bill 0.13%

Total Fund 6.62% 6.01% Composite Benchmark 0.61%

*Inception Date 7/05
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Fund replaced a small cap value manager as well as an
international value manager with other managers in
those asset classes. With a full-time staff member
working exclusively on this task, this process remains a
high priority and one that we are optimistic will add
value over time.

Investment Outlook
Looking forward, we continue to believe that the econ-
omy will remain resilient despite what could be a mid-
cycle slowdown. We do not believe the flattening yield
curve is signaling a recession. Consumer spending
should most likely moderate as refinancing will not be
able to add fuel to spending as it has in the past. How-
ever, with corporations brimming with cash, capital
spending should continue to accelerate. The dollar’s
strength surprised us in 2005, but we believe the dol-
lar will decline in 2006 aiding exports and being a pos-
itive to corporate earnings growth. China, once again,
is a key to creating worldwide growth, and we forecast
another strong year there, which should strengthen all
of Asia as well. The Federal Reserve, which has raised
short-term rates over the past 18 months from 1.0% to
4.25% should be ready to at least pause once we
reach 4.50%-4.75% in the next few months.

In this environment, stocks, led by international and
emerging market stocks, should have the best relative
returns as the dollar becomes a tailwind and
price/earnings multiples actually expand modestly.
Large stocks and growth should outperform small cap
and value. Bonds should do slightly better than 2005’s
returns, but are expected to underperform stocks.

Given these assumptions, we expect to continue to
keep bonds toward the low end of the policy range
while maintaining our overweight in equities, espe-
cially international and emerging. We have tilted our
U.S. equities modestly toward growth from value as
well. Over the year, however, we expect to reduce pub-
lic equities to continue to fund the growth in our alter-
native assets.
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www.yretirement.org
• Look up your account balances and get

retirement estimates

• Download forms and publications

• View timely news with Y’s Ways to 
Fiscal Fitness

Get all the 
information

you need on
our website

Parity: A Challenge for the Future
All existing retiree annuities were calculated on an
interest rate of at least 7%, and the annuity conver-
sion rate used for new retirees continues to be 7%.
This is higher than the commercial rate currently
available in the marketplace. 

During the calendar years 2002, 2003 and 2004,
participants’ accounts were credited with less than
7% interest. As a result, during these three years
there was a disparity between the interest credited
to participants’ accounts and the very favorable in-
terest rate used to convert retirees’ account bal-
ances into guaranteed annuities.

Due to the 9.5% average interest credited to partici-
pants in 2005, together with strong interest credits
planned for the first half of 2006, the cumulative
disparity will be eliminated by June 30, 2006.

Confidence Levels
Management and the Board believe that perpetuat-
ing the safety and longevity of the Plan is their
greatest responsibility.

Extra interest credits for participants and special 
dividends for retirees (formerly known as “extra
checks”) are only possible when the reserve (or ac-
tuarial surplus) is large enough. This surplus is the
difference between the market value of the Fund’s
assets and the present value of its promises to pay

benefits in the fu-
ture (its liabilities). 

The surplus (re-
serve) can be dis-
played as a % of
liabilities, as in the
chart to the left.
The larger the sur-
plus, the higher

the confidence level that the Fund can withstand a
downturn in the performance of its
investments which would elimi-
nate the surplus over 12 months. 

For example, if the surplus is main-
tained at 12% of liabilities, we can
have a 94% level of confidence
that the surplus will not be elimi-
nated over the next 12 months. 

Confidence Levels
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L-R: Harold Smith, Bill Marsh, Jack Lund, John Preis, 

Jerry Prado Shaw and Ted Ashford.

Harold C. Smith Award Dinner
Leaders who have provided distinguished service to the
YMCA are honored annually with the Harold C. Smith
Award, named for the retired President of the YMCA
Retirement Fund. In 2005, the two award recipients
were Jerry Prado Shaw, Director, International Group,
YMCA of the USA, and Theodore H. Ashford, Chairman
and CEO, Ashford Capital Management, Inc., and for-
mer Trustee of the YMCA Retirement Fund.

Generous support from the Fund’s business partners
and staff resulted in $130,000 being raised for the fol-
lowing YMCA programs: The AYP Emergency Assistance
Fund, the Armed Services YMCA, International YMCA
Programs and the YMCA Hall of Fame.

L. Stanton Williams 1919-2005
The Trustees and Management of the
YMCA Retirement Fund mourned the
passing of L. Stanton (Stan) Williams in
November 2005. He was 86 years old.

Known as a “a quiet community leader,”
Williams chaired and served on numerous civic boards
and was a very active YMCA volunteer. In addition to
his tenure as a Trustee of the YMCA Retirement Fund,
he was also a Trustee of the YMCA of the USA Endow-
ment Fund, an Emeritus member of the National
Board, and Chairman of the Pittsburgh YMCA.

Mr. Williams was the son of a YMCA Executive, and a
Trustee of the Fund from 1988 to 1994. He dedicated
44 years to a career with PPG Industries, and was the
Chairman and CEO as the company took its first steps
toward global expansion.
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Pay Yourself First
Financial planners suggest that a person needs to have
75%–85% of their final salary as income during retire-
ment. This “Replacement Ratio Target” consists of three
sources of income: pension, personal savings and So-
cial Security.

For the personal savings portion of this equation, more
and more YMCA staff are taking the experts’ advice to
heart and setting aside money from every paycheck
into a Tax-Deferred Account.

You don’t have to pay federal income taxes on your
contributions or on the account’s earnings until you
withdraw them from the Fund. If you are in the 15%
tax bracket, for every $100 you contribute to a Tax-De-
ferred Account, you save $15 on taxes—allowing you to
put away more for your future! In most cases, you can
defer state and local taxes as well.

Watch Your Savings Grow
Even a small monthly contribution to a voluntary tax-
deferred account will improve the annuity benefit you
receive in retirement. Remember, the sooner you start
or increase your contributions to a Tax-Deferred Ac-
count, the closer you’ll be to the retirement of your
dreams. 

New Staff May Contribute
New YMCA employees need not wait to begin reaping
the benefits of the YMCA Retirement Fund. If employ-
ees are scheduled to work 20 hours or more per week,
they may open and make contributions to a Tax-De-
ferred Account right away, and they may also roll in
money from other qualified pension plans.

FEDERAL CONTRIBUTION LIMITS 2005 2006

Tax-Deferred Contributions $14,000 $15,000

Age 50 & Over $4,000 $5,000

Catch-Up Contributions (15+ Years of Service) $3,000 $3,000

Health Savings Accounts
In March 2005, the Fund applied to the IRS for ap-
proval to serve as a Custodian for Health Savings
Accounts (HSAs). In November, the IRS requested
more information to support the Fund’s applica-
tion. As a result, the Fund’s plan to offer HSAs be-
ginning January 1, 2006 has been delayed. 



Summary of Material Modifications
Certain changes have been made to the YMCA Retirement
Fund Retirement Plan (“Retirement Plan”) and the YMCA
Retirement Fund Tax-Deferred Savings Plan (“Savings
Plan”), formerly known as the Tax-Deferred Contribution
Plan. Effective dates are in italics. The following is a sum-
mary of the material changes through January 1, 2006. In
the case of any discrepancy between the Plan document
and this summary, the official language of the Plan docu-
ment prevails.

1) 2-2 Vesting The Retirement Plan eligibility and vesting
schedule for all YMCAs will be based on the completion of
2 years of service with a YMCA. This is known as the “2-2
schedule.” This means an employee must complete 2 years
of service to be enrolled in the Retirement Plan, and will be
100% vested upon enrollment. Previously, some YMCAs
had a 1-3 schedule; employees had a one year wait for en-
rollment and a 3-year wait before becoming vested.    

Under the 2-2 schedule, an employee is eligible to be en-
rolled in the Retirement Plan on the first of the month fol-
lowing the later of attainment of age 21 or completion of 
2 years of service. If either event occurs on the first of a
month, enrollment will start on that day.  

The service requirement is fulfilled if the employee has
worked 1,000 or more hours in each of two 12-month peri-
ods beginning on his or her hire (or rehire) date or anniver-
sary of such date.

The 2-2 schedule applies to employees hired after July 1,
2005 and employees who have not satisfied the Retire-
ment Plan eligibility requirements by June 30, 2006.

In addition, individuals who are participants on June 30,
2006 and who continue in service after such date will be
immediately 100% vested if they have satisfied the 2-year
service requirement. 7/1/06

2) Age 55 Retirement The Retirement Plan adopted a rule
to permit retirement benefits to commence on or after Jan-
uary 1, 2006 at age 55 regardless of the number of years of
service. Previously, the Plan required 5 years of service in
order to commence the benefit at age 55. 1/1/06

3) Period of Severance Rule for Eligibility This rule pro-
vides that if an employee who is not yet eligible for the Re-
tirement Plan terminates employment, and does not
resume employment with any YMCA for a period of 6 or
more years, his or her prior service will be disregarded in
determining eligibility for the plan upon re-employment.
1/1/06

4) Election for Pre-2000 Retirees Pre-2000 retirees who
commenced benefit payments before January 1, 2000 and
did not elect to take a lump sum or increase their annuity

by the death benefit available under the Retirement Plan
will have a one-time opportunity to apply up to 90% of
their death benefit to increase their annuity under the plan
effective April 1, 2006. The election period for eligible pre-
2000 retirees is the 60-day period commencing 
January 1, 2006. 1/1/06

5) Service Credit for Acquisitions The Retirement Plan is
adopting a rule to give eligibility and vesting service credit
for employment periods with certain entities acquired by a
YMCA. Previously, the plan only gave eligibility service credit
for such employees. Acquired entities that qualify for the
service crediting rule include YMCAs, YWCAs, and Boy
Scout and Girl Scout Councils. 7/1/06

6) Hurricane Katrina The Savings Plan adopted the more
liberal hardship withdrawal rules enacted into law for Hurri-
cane Katrina victims. Participants in affected areas are per-
mitted, during the period beginning October 1, 2005 and
ending December 31, 2006, to receive hardship with-
drawals (up to $100,000 in total), have a 3-year window to
pay the amounts back into the plan and to treat the with-
drawal amount as if it were a tax-free rollover. 10/1/05

Liberalized hardship distributions will also become avail-
able to people affected by Hurricanes Rita and Wilma. 
Go to www.yretirement.org for more information.

Protection of Benefits
In 2004, the Fund was successful in having federal legisla-
tion enacted which protects important aspects of our YMCA
Retirement Plan:

• Recognition of our Plan as a defined contribution,
church pension plan,

• The right to continue commingling the assets of the
Retirement Plan with those of our Tax-Deferred Sav-
ings Plan for investment efficiency purposes and,

• Permission to continue to convert participant account
balances into life annuities for retiring employees
(known as self-annuitization, which only church
plans can do). 

These protections ensure that the Fund will continue to
provide great benefits for our participants, with the effi-
ciency and focus that have distinguished the Fund’s service
to the YMCA Movement for nearly 85 years.

As a result of the legislation’s enactment, beginning July 1,
2006, the Fund will elect into certain provisions of the 
Employee Retirement Income Security Act of 1974, as
amended (“ERISA”). For more information, go to 
www.yretirement.org.
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http://www.yretirement.org/ymcarf/news/archive/hwlvhk.asp
http://www.yretirement.org/ymcarf/reports/lupdate.asp

