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OPPOSE ANY CHANGE TO G FUND INTEREST RATE 
 
 

• If changes are made to the G Fund interest rate, the Federal Retirement Thrift 
Investment Board will not be able to replace the G Fund with a similar fund (see 
attached).  

 
• More than 2 million TSP participants (45.10%) hold the G Fund as their sole 

investment choice.  Additional participants can be expected to move into the G 
Fund at retirement.   

 
• Currently, the average TSP participant has a balance of $155,579 at age 61, the 

average retirement age.  If that balance was 100% invested in the L Income 
Fund, and if that participant withdraws $555 a month, or $6,660 annually, 
adjusted for inflation, the account would be depleted at age 92.  (The TSP 
develops its L Funds to provide income to participants until age 92.  The L 
Income Fund is designed for participants at or near retirement.) 

 
• A 10% cut in the G Fund rate, while seemingly small, means that the average 

participant will run out of money 2 years earlier.  This would eliminate an income 
stream at age 90, when a person is extremely vulnerable and unable to replace 
that income.  The TSP participant who is affected by a G Fund interest rate 
change is not in a position to meaningfully alter their savings situation at that 
point.   

 
• While this is harmful for an individual participant, this also opens the door for cuts 

in the future that keep pushing the depletion age earlier.  At some point, further 
interest rate changes could deplete the participant’s account by age 85.  Age 85 
is the current average life expectancy for a 65-year old individual.  Since roughly 
half the population lives past the average, half of all federal employees will 
outlast their retirement money and experience hardship. 

 
• Once the G Fund rate is cut, a signal is sent to the TSP participants that their 

retirement benefits are seen as a source of Federal spending.  We would expect 
that this creates a large impetus for participants to leave the TSP.   

o We feel a fiduciary obligation to point out that they will roll their money into 
external, more expensive options (expense ratios of about 0.8% per year 
vs. 0.029% in the TSP).  This additional expense will cause the 
participants to run out of money even sooner and the average participant 
will expect to run out of money by age 80, well before their life expectancy. 

 



• If the G Fund rate is cut, money will flow into other alternatives, both within the 
TSP and in the form of money leaving the TSP.  The G Fund will therefore fall in 
size.   

o To the extent that the G Fund is private financing of Federal debt, and to 
the extent that any reduction in G Fund financing has to be made up 
through public financing of Federal debt, the transaction will not reduce 
Federal spending.  The G Fund earns the weighted average rate of what it 
costs the Treasury to fund public debt.  New public debt at the same rate 
will have to be issued to replace the G Fund, to unknown and potentially 
unfriendly issuers. 


