Subject: TSP Interim Regulations (UNCLASSIFIED)

The Thrift Savings Board has issued interim regulations to deal with individuals who are conducting excessive trading of TSP funds.    

December 27, 2007 

It has become clear that a small number of TSP investors are engaging in frequent trading.  This activity leads to substantially increased transaction costs, greater risk of performance deviations from the TSP Funds’ benchmarks, and affects everyone invested in the Funds.  For example, in 2006, transaction costs caused all long-term investors in the I Fund to earn 0.08% less than they otherwise would have.

The Agency desires to stop this excessive trading immediately and also, after continued analysis, to design an interfund transfer policy that provides for administrative efficiency, investment flexibility, and retirement security, as well as reduced trading costs.

To that end, TSP has proposed an interim regulation granting the Executive Director the authority to notify the small group of participants that they are driving up costs through their excessive trading and to request that they cease their practices.  Otherwise, these participants will be required to request interfund transfers by mail only.

Further, upon continued review and discussion with the employee unions and organizations representing Federal and Postal employees as well as the Uniformed Services, TSP likely will amend its regulations (via a separate publication in the Federal Register) to permit two interfund transfers (account rebalancings) per calendar month with subsequent unlimited interfund transfers into the G Fund.  The Agency believes this policy, when compared to others adopted in the private sector, provides the desired level of investment flexibility, administrative simplicity, and control over excessive trading.

