
Excessive Trading Policy in the IBM 401(k) Plus Plan 
 
Short-term and other frequent trading by shareholders can adversely affect a fund’s performance by 
disrupting the portfolio manager’s investment strategy, increasing expenses (such as trading 
commissions), or allowing some investors to capitalize on stale pricing at the fund’s expense. To help 
protect the interests of fund investors in collectively seeking long-term returns on their investments, the 
recordkeeper for the 401(k) Plan monitors excessive trading and limits the number of times investors 
can move in and out of the funds.  

The recordkeeper’s monitoring is based upon the concept of a “roundtrip” within a fund. In the 401(k) 
Plan, a roundtrip transaction occurs when a participant exchanges in and out of a fund option within 30 
days.  

All fund offerings in the 401(k) Plan are subject to the excessive trading policy, with the exception of the 
Interest Income Fund. For the purposes of the excessive trading policy, purchases and sales do not 
include systematic contributions or withdrawals (i.e., regular contributions, loan payments, hardship 
withdrawals) as permitted by the 401(k) Plan; they only include participant-initiated exchanges greater 
than $10,000.  

Under the excessive trading policy, participants are limited to one roundtrip transaction per fund within 
any rolling 90-day period, subject to an overall limit of four roundtrip transactions across all funds over a 
rolling 12-month period.  

The first roundtrip in any fund results in a warning letter. Participants with two or more roundtrip 
transactions in a single fund within a rolling 90-day period will be blocked from making additional 
purchases of the fund for 85 days. Any four roundtrips in one or more funds in a 12-month rolling period 
will result in the participant being limited to one exchange day per calendar quarter for 12 months. Once 
the 12-month exchange limitation expires, any additional roundtrip in any fund in the next 12-month 
period will result in another 12-month limitation of one exchange day per quarter.  

Trading suspensions do not restrict a participant's ability to make investment exchanges out of a fund. 
In other words, the right to redeem is not affected by these policies, but the ability to make subsequent 
exchanges into the fund will be. 

The recordkeeper continues to reserve the right, but does not have the obligation, to reject any 
purchase or exchange transaction at any time, as provided for in prospectuses and other governing 
documents for its mutual funds and other investment products. The 401(k) Plan continues to reserve 
the right to amend its excessive trading rules in the future.  

Other restrictions apply to certain executives, as required under securities laws. 

For more information, call the IBM Benefits Center – Provided by Fidelity at 866-937-0720 (TTY 800-426-
6537).  

Additional Transfer Restrictions – Expanded Choice – Mutual Funds 
Investments you have made through the Expanded Choice – Mutual Funds tier may be subject to 
certain additional restrictions and/or transaction fees. Details related to an applicable fund restrictions 
and/or fees are provided in the individual fund prospectus. 
 
 
 

The information contained herein has been provided by the IBM 401(k) Plus Plan  
and is solely the responsibility of the IBM 401(k) Plus Plan. 
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