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Global stocks generated strong gains in the 12 months ended May 31, 2017, supported 

by stabilizing political environments in key regions and data suggesting synchronized 

global economic growth. The U.S. and European markets advanced more than 17%, 

followed closely by a 15% gain in Japan. Emerging markets rose nearly 28%. U.S. 

investment-grade bonds were modestly positive, while international developed markets 

debt was generally flat overall. Dollar-denominated emerging markets debt and U.S. 

high yield bonds generated strong returns. Against this backdrop, all of the Retirement 

Funds posted absolute gains for the 12-month reporting period and outperformed 

their respective combined index portfolios and their Lipper peer group averages. 

Important Fixed Income Enhancements Coming Soon

T. Rowe Price has long been committed to prudent, durable innovation 
that enhances our ability to improve investment outcomes through 
our Retirement Funds. We employ a robust research and development 
effort to continually evaluate our existing research, design, and 
management of portfolios and to pursue enhancements on an ongoing 
basis. As a result, we recently completed an in-depth analysis of our 
fixed income portfolio design and identified several opportunities to 
reduce overall portfolio risk and enhance risk-adjusted returns across 
the retirement glide path. As a result of these efforts, we anticipate 
implementing a number of enhancements to the Retirement Funds:

We plan to incorporate additional fixed income strategies into 
our underlying investment portfolios in order to expand our 
opportunities to add value on behalf of our clients. These are 
likely to include hedged international bonds, long-duration U.S. 
Treasuries, bank loans, and a nontraditional bond strategy. By 
incorporating a broader opportunity set, our goal is to increase 
the diversification benefits for our funds. (Diversification cannot 
assure a profit or protect against loss in a declining market.)
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We also plan to implement an approach to fixed income allocation 
that changes along the glide path as the equity allocation changes. 
Each of the fixed income sectors in which we invest tends to behave 
differently due to their varied relationships to interest rates, equity 
markets, and other fixed income sectors. By varying the weights 
of our underlying fixed income strategies based on the equity 
allocation, our goal is to take advantage of the distinct behaviors of 
particular fixed income sectors to improve the investment outcomes 
for our shareholders. 

We expect to begin implementing these enhancements to the fixed 
income allocation of the Retirement Funds in the fourth quarter of 
2017, although the transition to the new structure will occur over an 
extended period of time.

MARKET ENVIRONMENT

U.S. equities recorded solid overall gains in a volatile 12-month 
reporting period. The period opened on a weak note as the UK’s 
decision to leave the European Union caught investors by surprise 
and rattled U.S. markets. Stocks soon recovered, finding support 
through stabilization in global commodities prices and indications that 
the Federal Reserve would take a gradual approach in normalizing 

U.S. interest rate policy. 
Renewed economic 
stimulus measures in 
Europe and Japan were 
also beneficial. Equities 
entered a holding pattern 
in the lead-up to U.S. 
elections in November 
2016. However, Donald 
Trump’s election 
victory sparked a sharp 
rally amid optimism 
about the beneficial 
economic impact of a less 
burdensome regulatory 
environment and 
stimulative fiscal policies, 

Major Index Returns



including tax cuts and infrastructure spending. Markets quickly shook 
off a Fed rate increase in December 2016 and entered 2017 on a 
positive note, helped by signs that the global economy was gathering 
momentum, particularly in Europe and key emerging markets. 
Importantly, a positive inflection in earnings after several quarters of 
negative growth offered a further boost to sentiment. Markets cooled 
later in the period as uncertainty increased surrounding the prospects 
for President Trump’s aggressive stimulus policies. 

Among international developed markets, European shares fell during 
the first half of the period but rallied early in the second half on 
hopes that stronger U.S. economic growth would support overseas 
economies. The rally continued as data suggested that Europe’s modest 
economic recovery was gaining steam. Shares rose further in March 
and April after centrist election victories in the Netherlands and France 
tempered fears that a rising tide of populism would further undermine 
European unity. Japanese shares rallied after Mr. Trump’s election 
victory on hopes that fiscal stimulus and regulatory reform in the U.S. 
would boost global economic growth. Equities cooled in the early 
months of 2017 as investors digested a slew of mixed economic data, 
but markets advanced again after stronger-than-expected consumption 
and trade data boosted first-quarter economic growth. 

Emerging markets stocks posted strong overall gains. The asset class 
was particularly strong over the latter half of the period as a more 
stable global political environment mitigated fears about protectionism, 
and improved fundamentals smoothed concerns about rising interest 
rates in developed markets. Commodity prices stabilized somewhat 

in 2016 and early 2017, 
but oil reversed course 
and started to decline 
again later in the period 
as increased output from 
U.S. producers renewed 
the downward pressure on 
prices. However, increased 
economic diversity, 
healthier fundamentals, 
and signs of stable 
economic growth in China 
helped many emerging 
markets shrug off the 
latest slide in oil prices. 
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U.S. investment-grade bonds gained slightly for the annual reporting 
period. Treasuries struggled for much of the period against the 
backdrop of rising interest rates and anticipation that accommodative 
monetary and fiscal policies, including reduced taxes and increased 
infrastructure spending, could lead to higher inflation and larger 
deficits. Investment-grade corporate bonds were modestly positive, 
while high yield bonds generated strong performance and easily 
outpaced other fixed income sectors. 

International developed markets debt was roughly flat in U.S. dollar 
terms. Bond yields in many European markets increased in sync with 
U.S. Treasuries midway through the period as Donald Trump’s election 
victory raised expectations for U.S. fiscal stimulus and higher inflation. 
(Bond yields and prices move in opposite directions.) However, they 
recovered some ground in the early months of 2017. Japanese bonds 
were roughly flat as the Bank of Japan (BoJ) continued its policy of 
targeting the 10-year government bond yield near 0%. 

Dollar-denominated emerging markets debt generated good gains 
in U.S. dollar terms. The asset class struggled midway through the 
period amid concerns about the impact of rising interest rates and 
protectionism in the U.S. under the Trump administration. They 
reversed course, however, and registered strong gains in the early 
months of 2017 as concerns about protectionism waned and investors 
searched for higher-yielding securities. 

Currency performance for the 12-month period was mixed. Strength 
in the second half of the period helped the Japanese yen and the 
euro manage slim 12-month gains versus the U.S. dollar. The British 
pound recovered some value over the latter half of our fiscal year but 
still declined versus the dollar due to Brexit-related weakness in the 
period’s opening months. Among emerging markets, the Russian ruble 
and Brazilian real recorded strong gains versus the dollar. The Indian 
rupee advanced moderately, but China’s yuan declined modestly. 

PORTFOLIO REVIEW

Security selection in our underlying portfolios benefited the funds’ 
overall performance versus their combined index portfolios for the 
12-month reporting period. Among equities, our U.S. large-cap 
growth portfolio generated strong performance versus its underlying 



benchmark and offered the biggest performance boost. Our 
international developed markets growth and international developed 
markets core portfolios also helped overall results. Selection in 
international developed markets value and real assets equities weighed 
on results. Among our fixed income portfolios, positive selection in 
emerging markets bonds, international developed markets debt, and 
U.S. investment-grade debt was partially offset by weakness in our 
high yield portfolio.

In order to provide an effective relative performance comparison, 
we have created a combined index portfolio for each Retirement 
Fund (shown in the Performance Comparison tables later in this 
letter) composed of multiple indexes representing the underlying 
asset classes in which the funds invest. The weights of the 
underlying indexes in the combined index portfolios are intended 
to match the combined weights of the underlying funds assigned to 
each asset class at a given point along the glide path. We believe 
that our combined index portfolios provide the most appropriate 
evaluation of the active management of our underlying components 
and tactical asset allocation decisions. The composition of each 
fund’s combined index portfolio as of the end of the reporting 
period can be found in the glossary following this letter.

The impact of diversifying allocations to sectors and asset classes not 
included in the funds’ combined index portfolio benchmarks ranged 
from roughly neutral to solidly positive. Allocations to high yield 
bonds and emerging markets debt offered strong performance benefits 
for the period, with a greater positive impact on shorter-dated funds 
due to their larger fixed income component. Allocations to real assets 
stocks and international developed markets debt generally detracted 
from results versus our combined index portfolios. 

Tactical decisions to overweight or underweight asset classes had a 
positive impact across all of the funds. The largest benefit came from 
our underweight position in real assets stocks versus global equities 
as energy- and commodity-related stocks underperformed the broader 
equities universe. Positions in large-cap growth versus large-cap value 
stocks and in our high yield versus U.S. investment-grade debt were 
modestly helpful. These positive effects were partially offset by our 
positioning in U.S. versus international stocks, which detracted from 
results for the period. 



PORTFOLIO PERFORMANCE AND POSITIONING

We initiated an overweight to bonds versus stocks in the latter half 
of our reporting period. Equity valuations appear extended against 
a backdrop of still-low economic growth and continued uncertainty 
surrounding the passage and final form of the Trump administration’s 
pro-growth economic proposals. However, we expect only modest 
returns from bonds as the current low-yield environment offers a weak 
foundation and rising interest rates pose an ongoing headwind. Global 
economic growth began to broaden in the closing months of 2016 and 
should continue to do so over the next several quarters, although it 
will remain at a relatively modest pace. Any rise in U.S. interest rates 
should be gradual in light of subdued U.S. economic growth, limiting 
its impact on bonds. Additionally, yield-hungry investors are likely 
to support healthy demand for the higher yields available on U.S. 
Treasuries, particularly when compared with the low or negative yields 
available on many other developed market bonds. 

Stock Performance

The funds’ broad equity portfolio generated strong gains for the 
12-month reporting period. Our U.S. equities advanced by double 
digits, with particularly positive results in our small-cap growth 
and small-cap value portfolios. Our international stock exposure 
also performed well, led by exceptional gains in emerging markets. 
The funds’ developed market core and growth portfolios were also 
strong contributors. 

Stock Positioning

We ended the period with an overweight to international stocks versus 
U.S. equities. A strong postelection rally in U.S. stocks extended 
relative valuations, and we raised our allocation to international stocks 
as signs of improving global economic fundamentals supported the 
prospects for corporate earnings growth outside the U.S. In Europe, 
economic growth expectations have improved, the central bank 
remains broadly supportive, and earnings growth expectations have 
risen. Japanese growth appears to be stabilizing at low but positive 
levels, although there is still little evidence of inflation. On the 
corporate front, many companies are advancing shareholder-friendly 
policies, including share repurchases, and improving profitability and 
corporate governance. While emerging markets growth is showing 



signs of stabilization and should benefit from further improvement in 
global trade, the segment remains vulnerable to a further decline in 
commodity prices and their link to China’s growth.

Among U.S. equities, we are overweight growth versus value based 
on the former’s more attractive valuations and expectations for a 
protracted period of modest economic growth. Lower-quality value 
sectors, such as industrials and business services and materials, rallied 
after the U.S. elections, but the rebound has moderated, with growth 
outperforming value since the start of 2017. Increased spending, 
tax cuts, and deregulation may provide support for cyclical sectors 
like financials and energy, but the scope of these measures and their 
prospects for receiving congressional approval remain uncertain. We 
moved from an overweight position in large-caps versus small-caps to 
a small-cap overweight at the end of the period. Following a strong 
postelection rally last year, small-cap valuations have become more 
attractive since the start of this year as optimism about pro-growth 
policies in the U.S. has waned. A focus on U.S. fiscal spending and 
lower corporate taxes could benefit small-caps more than large-caps 
given their higher sensitivity to the domestic economy and higher 
marginal tax rates that could decline further than those of large-caps. 
Additionally, protectionist policies and a stronger U.S. dollar could 
weigh more heavily on large-caps given their higher exposure to 
foreign trade.

Within international equities, we moved to an underweight in 
emerging markets versus developed markets. While emerging markets 
growth shows signs of stabilization and should benefit from improved 
global trade, they remain vulnerable to a decline in energy and 
commodity prices. Protectionist rhetoric, higher developed markets 
interest rates, and a strong U.S. dollar are still risks to emerging 
markets, although concerns have decreased recently. Emerging 
markets valuations are cheaper than developed markets on an absolute 
basis, but they are expensive versus their historical averages. We 
are modestly overweight value versus growth as valuations appear 
expensive in growth areas such as consumer staples. Valuations for 
value sectors are broadly attractive and could benefit from improving 
global growth, but value sectors like financials and energy continue 
to face longer-term headwinds. (Please note a recent name change for 
one of the Retirement Funds’ underlying investments: the International 
Growth & Income Fund was renamed the International Value Equity 



Fund effective January 1, 2017. The fund’s name was changed to 
better align it with similarly managed funds at T. Rowe Price. Its 
investment objective and approach remain unchanged.)

We continue to be underweight real assets equities versus global 
equities. We remain cautious on the longer-term prospects for energy 
and commodities prices given our concerns about structural supply 
and demand imbalances. Oil prices rose late in 2016 as a result of 
production cuts by the Organization of the Petroleum Exporting 
Countries (OPEC), but this was met by increased production from the 
U.S. that renewed the downward pressure on prices. North American 
shale producers have become a larger contributor to global oil supplies 
and, with their increased efficiency, can now operate profitably at 
lower prices. 

Bond Performance

Our broad fixed income allocation advanced in absolute terms for 
the 12-month reporting period, led by double-digit gains in our high 
yield and emerging markets bonds. Gains were more modest in our 
U.S. investment-grade, international developed markets, and inflation-
focused portfolios. 

Bond Positioning

We ended the annual reporting period with a neutral allocation to high 
yield bonds versus U.S. investment-grade debt, although we made 
a number of tactical adjustments to our position against a backdrop 
of volatile commodity prices and strong investor demand for yield. 
High yield spreads are trending above historical averages after strong 
performance in the segment despite renewed weakness in energy 
prices later in the period. High yield bonds continue to offer a yield 
advantage over investment-grade bonds, but current yields provide less 
opportunity for further appreciation and are vulnerable to a pullback 
in commodity prices.

We made several adjustments in emerging markets bonds versus U.S. 
investment-grade bonds and ended the reporting period at a neutral 
position. Valuations for emerging markets bonds are less compelling 
after the risk-on rally since the U.S. election. While emerging markets 
economies benefited from the rise in commodity prices in 2016, 
energy prices have recently retreated. In addition, concerns remain 



about the impacts from protectionist trade policies, higher developed 
market interest rates, and a stronger U.S. dollar. However, emerging 
markets economies enjoy better fundamentals than during the 
taper-tantrum sell-off in 2013, and increased fiscal spending in key 
developed markets could be supportive. We note the considerable 
disparity between individual countries in their fiscal positions, political 
stability, and progress toward reforms, and the ability of individual 
countries to use fiscal and monetary policy levers to stimulate growth 
and/or defend their currencies varies considerably.

We continue to favor U.S. investment-grade debt over nondollar 
international bonds. Bond yields and extended duration profiles 
outside the U.S. continue to offer an unattractive risk/return trade-off. 
However, we note the factors underpinning the U.S. dollar’s 
appreciation since 2014—stronger relative U.S. economic growth and 
the Fed tightening in advance of other central banks—may offer less 
support going forward. Overseas economic growth is improving, and 
the Fed’s tightening path is likely to remain modest while other central 
banks, including the European Central Bank (ECB), take initial steps to 
rein in accommodative policies.

PERFORMANCE COMPARISON

The Performance Comparison tables show the returns for each fund 
versus its combined index portfolio, which is composed of several 
indexes representing the underlying asset classes in which the funds 
invest. The tables also show the average returns for each fund’s 
respective Lipper target date category, providing a tool to measure 
the performance of our funds against those with similar objectives. 
We also compare the funds’ performance against the S&P Target Date 
Indexes in the Growth of $10,000 graphs following this letter. 

Please note that returns for each fund’s Advisor and R Class shares 
may vary due to their different fee structures.
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OUTLOOK

Global economic growth gained some positive momentum toward 
the end of 2016, and this has continued into 2017 as data show 
improvements across most developed and emerging markets—an 
uncommon occurrence in the current economic cycle. 

The U.S. economy grew at a 1.2% annualized rate in the first quarter 
of 2017, and we expect a pickup in growth over the remainder of 
the year. There is considerable uncertainty surrounding the Trump 
administration’s growth proposals, and inflation may have reached 
a near-term peak as support from higher energy prices continues to 
moderate. The Fed has signaled a modest pace for rate increases this 
year amid a stronger labor market and firming inflation, and markets 
are expecting at least two more hikes over the remainder of 2017. 
Corporate leverage has increased, but balance sheets appear generally 
healthy and provide flexibility to increase capital spending, engage in 
mergers and acquisitions, and return capital to shareholders through 
dividends and share repurchases. Companies are reporting solid profit 
increases in the first quarter of 2017, and the positive earnings growth 
trend is expected to last through the end of the calendar year against a 
backdrop of stronger revenue growth and positive contributions from 
the energy and materials sectors. 

Retirement 2060 Fund



In Europe, growth expectations are improving, with support from 
resilient household consumption, increased business investment, and 
stronger global trade. The ECB acknowledged the improved growth 
prospects and diminished downside risk in April, although it held 
policy rates at record-low levels while extending its €60 billion per 
month bond purchases through the year’s end. Risks remain, however. 
Brexit continues to be a looming concern, but negotiations have yet to 
begin in earnest. Political uncertainty is still elevated with upcoming 
elections in Germany and Italy, but fears about a wave of populist 
victories have abated for the time being. Long-term structural issues 
such as high debt, low inflation, and elevated unemployment continue 
to plague growth in many European countries.

Japan’s economy grew in the first quarter of 2017—the fifth 
consecutive quarter of expansion—supported by stronger exports, 
improvements in consumer and business spending, and government 
spending for the 2020 Tokyo Olympics. The positive growth 
momentum suggests that Prime Minister Shinzo Abe’s efforts to reform 
the economy and stimulate growth may finally be gaining traction. 
However, tepid wage growth and stubbornly low inflation indicate that 
broader success is still elusive. While investors have been skeptical 
of Mr. Abe’s and the BoJ’s progress on stimulating economic growth 
and inflation, Japanese corporations are showing positive movement 
toward improving corporate governance and enhancing shareholder 
value. Further improvement in global trade should support Japan’s 
important export sector.

Emerging markets growth should improve broadly in 2017, although 
commodity export-oriented economies may be challenged by any 
persistent decline in energy prices. Country-specific conditions vary 
in terms of economic growth, monetary and fiscal policy flexibility, 
dependence on commodity exports, and progress toward structural 
reforms. Concerns about protectionist trade policies, higher developed 
markets interest rates, and a stronger U.S. dollar have abated in recent 
months, but they pose ongoing risks. China’s policymakers are using 
a number of fiscal and monetary policy tools to achieve their growth 
target—currently around 6.5%—as they try to engineer an orderly 
transition to a consumer-based growth model. A recent downgrade 
of China’s sovereign debt rating, however, highlights concerns 
over rising debt levels and a lower growth trajectory as the central 
government works to curtail excesses in housing and credit and stave 
off capital outflows. 



Key risks to global markets include the impacts of protectionist 
policies on global trade, fiscal policy disappointment in the U.S., 
political instability in Europe, the sustainability of energy prices, and 
the potential for missteps in global monetary policies. Heightened 
geopolitical tensions on the Korean peninsula and in the South China 
Sea pose additional risks. We believe that the broad diversification of 
our portfolios across asset classes, regions, and countries, combined 
with fundamental research, active management in security selection, 
and our ability to make tactical changes in the funds’ allocations, 
should help us generate attractive risk-adjusted returns in an uncertain 
market environment.

Respectfully submitted,

Jerome A. Clark
Co-portfolio manager and member of the funds’ Investment 
Advisory Committee

Wyatt A. Lee
Co-portfolio manager and member of the funds’ Investment 
Advisory Committee

June 16, 2017
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Risks of Investing

Glossary

Bloomberg Barclays 1–3 Year U.S. Government/Credit Bond Index

Bloomberg Barclays U.S. Aggregate Bond Index

Bloomberg Barclays U.S. 1–5 Year Treasury Inflation Protected Securities (TIPS)

Index



T. Rowe Price Retirement Funds

Glossary (continued)

Combined index portfolios: 

 Retirement Balanced Fund:

 Retirement 2005 Fund:

 Retirement 2010 Fund:

 Retirement 2015 Fund:

 Retirement 2020 Fund:

 Retirement 2025 Fund:

 Retirement 2030 Fund:

 Retirement 2035 Fund:

 Retirement 2040 Fund:

 Retirement 2045, 2050, 2055, and 2060 Funds:

Credit Suisse High Yield Index:
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Glossary (continued)

Lipper averages

MSCI All Country World Index ex USA

MSCI Emerging Markets Index

Neutral allocations

 Retirement Balanced Fund

 Retirement 2005 Fund

 Retirement 2010 Fund

 Retirement 2015 Fund

 Retirement 2020 Fund

 Retirement 2025 Fund

 Retirement 2030 Fund

 Retirement 2035 Fund

 Retirement 2040 Fund

 Retirement 2045, 2050, 2055, and 2060 Funds

Russell 1000 Index

Russell 2000 Index

Russell 3000 Index

S&P Target Date Indexes
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Glossary (continued)

S&P 500 Index
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TARGET ALLOCATIONS FOR UNDERLYING FUNDS 

Retirement Balanced Fund

Portfolio Highlights
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TARGET ALLOCATIONS FOR UNDERLYING FUNDS 

Retirement 2005 Fund

Portfolio Highlights
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TARGET ALLOCATIONS FOR UNDERLYING FUNDS 

Retirement 2010 Fund

Portfolio Highlights
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TARGET ALLOCATIONS FOR UNDERLYING FUNDS 

Retirement 2015 Fund

Portfolio Highlights
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TARGET ALLOCATIONS FOR UNDERLYING FUNDS 

Retirement 2020 Fund

Portfolio Highlights
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TARGET ALLOCATIONS FOR UNDERLYING FUNDS 

Retirement 2025 Fund

Portfolio Highlights
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TARGET ALLOCATIONS FOR UNDERLYING FUNDS 

Retirement 2030 Fund

Portfolio Highlights
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TARGET ALLOCATIONS FOR UNDERLYING FUNDS 

Retirement 2035 Fund

Portfolio Highlights
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TARGET ALLOCATIONS FOR UNDERLYING FUNDS 

Retirement 2040 Fund

Portfolio Highlights
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TARGET ALLOCATIONS FOR UNDERLYING FUNDS 

Retirement 2045 Fund

Portfolio Highlights
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TARGET ALLOCATIONS FOR UNDERLYING FUNDS 

Retirement 2050 Fund

Portfolio Highlights
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TARGET ALLOCATIONS FOR UNDERLYING FUNDS 

Retirement 2055 Fund

Portfolio Highlights
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TARGET ALLOCATIONS FOR UNDERLYING FUNDS 

Retirement 2060 Fund

Portfolio Highlights



T. Rowe Price Retirement Funds

Performance and Expenses 

S&P Target Date Retirement Income Index   $14,574

Retirement Balanced Fund   $15,597

As of 5/31/17

5/07 5/135/125/115/105/095/08 5/175/14

R E T I R E M E N T  B A L A N CE D  F U N D

Combined Index Portfolio   $14,924

Note: Performance for the Advisor and R Classes will vary due to their differing fee structure. See 
returns table below. 
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10,000

15,000

20,000

25,000

30,000

$35,000

Growth of $10,000

Average Annual Compound Total Return



T. Rowe Price Retirement Funds

S&P Target Date Retirement Income Index   $14,574

Retirement 2005 Fund   $15,761

As of 5/31/17

5/07 5/135/125/115/105/095/08 5/175/14

R E T I R E M E N T  2 0 0 5  F U N D

Combined Index Portfolio   $15,187

Note: Performance for the Advisor and R Classes will vary due to their differing fee structure. See 
returns table below. 

5/15 5/16
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25,000

30,000

$35,000

Growth of $10,000

Average Annual Compound Total Return



T. Rowe Price Retirement Funds

S&P Target Date 2010 Index   $14,997

Retirement 2010 Fund   $15,766

As of 5/31/17

5/07 5/135/125/115/105/095/08 5/175/14

R E T I R E M E N T  2 0 1 0  F U N D

Combined Index Portfolio   $15,323

Note: Performance for the Advisor and R Classes will vary due to their differing fee structure. See 
returns table below. 

5/15 5/16

10,000

15,000

20,000

25,000

30,000

$35,000

Growth of $10,000

Average Annual Compound Total Return



T. Rowe Price Retirement Funds

S&P Target Date 2015 Index   $15,377

Retirement 2015 Fund   $16,216

As of 5/31/17

5/07 5/135/125/115/105/095/08 5/175/14

R E T I R E M E N T  2 0 1 5  F U N D

Combined Index Portfolio   $15,749

10,000

15,000

20,000

25,000

30,000

$35,000

Note: Performance for the Advisor and R Classes will vary due to their differing fee structure. See 
returns table below. 

5/15 5/16

Growth of $10,000

Average Annual Compound Total Return



T. Rowe Price Retirement Funds

S&P Target Date 2020 Index   $15,639

Retirement 2020 Fund   $16,534

As of 5/31/17

5/07 5/135/125/115/105/095/08 5/175/14

R E T I R E M E N T  2 0 2 0  F U N D

Combined Index Portfolio   $16,033

10,000

15,000

20,000

25,000

30,000

$35,000

Note: Performance for the Advisor and R Classes will vary due to their differing fee structure. See 
returns table below. 

5/15 5/16

Growth of $10,000

Average Annual Compound Total Return



T. Rowe Price Retirement Funds

S&P Target Date 2025 Index   $15,784

Retirement 2025 Fund   $16,811

As of 5/31/17

5/07 5/135/125/115/105/095/08 5/175/14

R E T I R E M E N T  2 0 2 5  F U N D

Combined Index Portfolio   $16,296

10,000

15,000

20,000

25,000

30,000

$35,000

Note: Performance for the Advisor and R Classes will vary due to their differing fee structure. See 
returns table below. 

5/15 5/16

Growth of $10,000

Average Annual Compound Total Return



T. Rowe Price Retirement Funds

S&P Target Date 2030 Index   $15,839

Retirement 2030 Fund   $17,079

As of 5/31/17

5/07 5/135/125/115/105/095/08 5/175/14

R E T I R E M E N T  2 0 3 0  F U N D

Combined Index Portfolio   $16,508

Note: Performance for the Advisor and R Classes will vary due to their differing fee structure. See 
returns table below. 

5/15 5/16

10,000

15,000

20,000

25,000

30,000

$35,000

Growth of $10,000

Average Annual Compound Total Return



T. Rowe Price Retirement Funds

S&P Target Date 2035 Index   $15,925

Retirement 2035 Fund   $17,290

As of 5/31/17

5/07 5/135/125/115/105/095/08 5/175/14

R E T I R E M E N T  2 0 3 5  F U N D

Combined Index Portfolio   $16,716

Note: Performance for the Advisor and R Classes will vary due to their differing fee structure. See
returns table below.

5/15 5/16

10,000

15,000

20,000

25,000

30,000

$35,000

Growth of $10,000

Average Annual Compound Total Return



T. Rowe Price Retirement Funds

S&P Target Date 2040 Index   $16,034

Retirement 2040 Fund   $17,572

As of 5/31/17

5/07 5/135/125/115/105/095/08 5/175/14

R E T I R E M E N T  2 0 4 0  F U N D

Combined Index Portfolio   $16,974

10,000

15,000

20,000

25,000

30,000

$35,000

Note: Performance for the Advisor and R Classes will vary due to their differing fee structure. See 
returns table below. 

5/15 5/16

Growth of $10,000

Average Annual Compound Total Return



T. Rowe Price Retirement Funds

S&P Target Date 2045 Index   $16,000

Retirement 2045 Fund   $17,622

As of 5/31/17

5/07 5/135/125/115/105/095/08 5/175/14

R E T I R E M E N T  2 0 4 5  F U N D

Combined Index Portfolio   $17,016

Note: Performance for the Advisor and R Classes will vary due to their differing fee structure. See 
returns table below. 

5/15 5/16

10,000

15,000

20,000

25,000

30,000

$35,000

Growth of $10,000

Average Annual Compound Total Return



T. Rowe Price Retirement Funds

As of 5/31/17

5/07 5/135/125/115/105/095/08 5/175/14

R E T I R E M E N T  2 0 5 0  F U N D

Note: Performance for the Advisor and R Classes will vary due to their differing fee structure. See 
returns table below.   
*The linked performance benchmark reflects the performance of the S&P Target Date 2045 Index 
  to 11/1/12 and the performance of the S&P Target Date 2050 Index from 11/1/12 forward. 

5/15 5/16

Linked Performance Benchmark*   $16,202

Retirement 2050 Fund   $17,602

Combined Index Portfolio   $17,016

10,000

15,000

20,000

25,000

30,000

$35,000

Growth of $10,000

Average Annual Compound Total Return



T. Rowe Price Retirement Funds

As of 5/31/17

5/07 5/135/125/115/105/095/08 5/175/14

R E T I R E M E N T  2 0 5 5  F U N D

Note: Performance for the Advisor and R Classes will vary due to their differing fee structure. See 
returns table below.   
*The linked performance benchmark reflects the performance of the S&P Target Date 2045 Index 
  to 11/1/12 and the performance of the S&P Target Date 2055+ Index from 11/1/12 forward. 

5/15 5/16

Linked Performance Benchmark*   $16,392

Retirement 2055 Fund   $17,600

Combined Index Portfolio   $17,016

10,000

15,000

20,000

25,000

30,000

$35,000

Growth of $10,000

Average Annual Compound Total Return



T. Rowe Price Retirement Funds

Growth of $10,000

Combined Index Portfolio   $12,207

Retirement 2060 Fund   $12,047

As of 5/31/17

R E T I R E M E N T  2 0 6 0  F U N D

$15,000

14,000

13,000

12,000

11,000

10,000

Note: Performance for the Advisor and R Classes will vary due to their differing fee structure. See 
returns table below. 

6/23/14 8/14 11/14 2/15 5/15 8/15 11/15 2/16 5/16 8/16 11/16 2/17 5/17

Average Annual Compound Total Return



T. Rowe Price Retirement Funds

Current performance may be higher or lower than the quoted past performance, which 
cannot guarantee future results. Share price, principal value, and return will vary, and you 
may have a gain or loss when you sell your shares. For the most recent month-end perfor-
mance, please visit our website (troweprice.com) or contact a T. Rowe Price representative 
at 1-800-225-5132 or, for Advisor and R Class shares, 1-800-638-8790.

Quarter-End Returns



T. Rowe Price Retirement Funds

Current performance may be higher or lower than the quoted past performance, which 
cannot guarantee future results. Share price, principal value, and return will vary, and you 
may have a gain or loss when you sell your shares. For the most recent month-end perfor-
mance, please visit our website (troweprice.com) or contact a T. Rowe Price representative 
at 1-800-225-5132 or, for Advisor and R Class shares, 1-800-638-8790.

Quarter-End Returns (continued)



T. Rowe Price Retirement Funds

Current performance may be higher or lower than the quoted past performance, which 
cannot guarantee future results. Share price, principal value, and return will vary, and you 
may have a gain or loss when you sell your shares. For the most recent month-end perfor-
mance, please visit our website (troweprice.com) or contact a T. Rowe Price representative 
at 1-800-225-5132 or, for Advisor and R Class shares, 1-800-638-8790.

Quarter-End Returns (continued)



T. Rowe Price Retirement Funds

0.57%

0.82

1.07

0.60

0.85

1.10

0.59

0.84

1.09

0.62

0.87

1.12

0.66

0.91

1.16

0.69

0.94

1.19

0.72

0.97

1.22

0.74

0.99

1.24

0.76

1.01

1.26

Expense Ratio



T. Rowe Price Retirement Funds

0.76%

1.01

1.26

0.76

1.01

1.26

0.76

1.01

1.26

0.76

1.01

1.26

Expense Ratio (continued)
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Fund Expense Example

Actual Expenses

Hypothetical Example for Comparison Purposes

Note:
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Fund Expense Example (continued)

Investor Class

Advisor Class

R Class

Retirement Balanced Fund
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Investor Class

Advisor Class

R Class

Retirement 2005 Fund
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Investor Class

Advisor Class

R Class

Retirement 2010 Fund
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Investor Class

Advisor Class

R Class

Retirement 2015 Fund
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Investor Class

Advisor Class

R Class

Retirement 2020 Fund
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Investor Class

Advisor Class

R Class

Retirement 2025 Fund
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Investor Class

Advisor Class

R Class

Retirement 2030 Fund
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Investor Class

Advisor Class

R Class

Retirement 2035 Fund
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Investor Class

Advisor Class

R Class

Retirement 2040 Fund
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Investor Class

Advisor Class

R Class

Retirement 2045 Fund
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Investor Class

Advisor Class

R Class

Retirement 2050 Fund
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Investor Class

Advisor Class

R Class

Retirement 2055 Fund
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Investor Class

Advisor Class

R Class

Retirement 2060 Fund
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STOCK FUNDS

Domestic 
Blue Chip Growth
Capital Appreciation‡

Capital Opportunity
Diversified Mid-Cap Growth
Dividend Growth
Equity Income
Equity Index 500
Extended Equity Market Index
Financial Services
Growth & Income
Growth Stock
Health Sciences‡

Media & Telecommunications
Mid-Cap Growth‡

Mid-Cap Value‡

New America Growth
New Era
New Horizons‡

QM U.S. Small & Mid-Cap Core Equity
QM U.S. Small-Cap Growth Equity
QM U.S. Value Equity
Real Estate
Science & Technology
Small-Cap Stock‡

Small-Cap Value
Tax-Efficient Equity 
Total Equity Market Index
U.S. Large-Cap Core
Value

ASSET ALLOCATION FUNDS

Balanced 
Global Allocation
Personal Strategy Balanced
Personal Strategy Growth
Personal Strategy Income
Real Assets
Spectrum Growth
Spectrum Income
Spectrum International
Target Date Fundsˆ

BOND FUNDS

Domestic Taxable
Corporate Income
Credit Opportunities
Floating Rate
GNMA 
High Yield‡

Inflation Protected Bond
Limited Duration Inflation 

Focused Bond
New Income
Short-Term Bond
Total Return
Ultra Short-Term Bond
U.S. Bond Enhanced Index
U.S. High Yield
U.S. Treasury Intermediate
U.S. Treasury Long-Term

Domestic Tax-Free
California Tax-Free Bond
Georgia Tax-Free Bond
Intermediate Tax-Free High Yield
Maryland Short-Term Tax-Free Bond
Maryland Tax-Free Bond
New Jersey Tax-Free Bond
New York Tax-Free Bond
Summit Municipal Income
Summit Municipal Intermediate
Tax-Free High Yield
Tax-Free Income
Tax-Free Short-Intermediate
Virginia Tax-Free Bond

MONEY MARKET FUNDS

Taxable
Cash Reserves1

Government Money2

U.S. Treasury Money2

MONEY MARKET FUNDS (CONT.)
Tax-Free
California Tax-Free Money1

Maryland Tax-Free Money1

New York Tax-Free Money1

Summit Municipal Money Market1

Tax-Exempt Money1

INTERNATIONAL/GLOBAL 

FUNDS

Stock
Africa & Middle East
Asia Opportunities
Emerging Europe
Emerging Markets Stock
Emerging Markets Value Stock
European Stock 
Global Consumer
Global Growth Stock
Global Industrials
Global Real Estate
Global Stock
Global Technology
International Concentrated Equity
International Discovery
International Equity Index
International Stock
International Value Equity
Japan
Latin America
New Asia
Overseas Stock
QM Global Equity

Bond
Dynamic Global Bond
Emerging Markets Bond
Emerging Markets Corporate Bond
Emerging Markets Local Currency Bond
Global High Income Bond
Global Multi-Sector Bond
International Bond

T. Rowe Price Mutual Funds

201707-188277

Call 1-800-225-5132 to request a prospectus or summary prospectus; each includes investment objectives, risks, fees, 
expenses, and other information that you should read and consider carefully before investing.

  Retail Funds: You could lose money by investing in the Fund. Although the Fund seeks to preserve the 
value of your investment at $1.00 per share, it cannot guarantee it will do so. Beginning October 14, 
2016, the Fund may impose a fee upon the sale of your shares or may temporarily suspend your 
ability to sell shares if the Fund’s liquidity falls below required minimums because of market 
conditions or other factors. An investment in the Fund is not insured or guaranteed by the Federal 
Deposit Insurance Corporation or any other government agency. The Fund’s sponsor has no legal 
obligation to provide financial support to the Fund, and you should not expect that the sponsor will 
provide financial support to the Fund at any time.

  Government Funds: You could lose money by investing in the Fund. Although the Fund seeks to preserve 
the value of your investment at $1.00 per share, it cannot guarantee it will do so. An investment in the 
Fund is not insured or guaranteed by the Federal Deposit Insurance Corporation or any other government 
agency. The Fund’s sponsor has no legal obligation to provide financial support to the Fund, and you 
should not expect that the sponsor will provide financial support to the Fund at any time.
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T. Rowe Price Retirement 2030 Fund

Financial Highlights For a share outstanding throughout each period

Investor Class 

Year 

Ended 

5/31/17 5/31/16 5/31/15 5/31/14
 

5/31/13
 

NET ASSET VALUE 

Beginning of period
 

 $ 22.36 $ 24.22 $ 23.51 $ 20.69
 

$ 17.22
 

 

Investment activities
 

Net investment income
(1) 

  0.36
 

 0.37
 

 0.36
 

 0.31
 

 0.30
 

Net realized and unrealized  

gain / loss
 

  3.01
 

 (1.04)
 

 1.30
 

 3.19
 

 3.58
 

Total from investment activities   3.37  (0.67)  1.66  3.50
 

 3.88
 

 

Distributions
 

Net investment income
 

  (0.36)  (0.37)  (0.35)  (0.29)
 

 (0.30)
 

Net realized gain
 

  (0.60)  (0.82)  (0.60)  (0.39)
 

 (0.11)
 

Total distributions
 

  (0.96)  (1.19)  (0.95)  (0.68)
 

 (0.41)
 

 

NET ASSET VALUE 

End of period $ 24.77 $ 22.36 $ 24.22 $ 23.51 $ 20.69 

 

Ratios/Supplemental Data 
 

Total return(2)(3)  15.48%  (2.58)%  7.26%  17.10%  22.71% 

Ratio of total expenses to average  

net assets
(3) 

  0.00%
 

 0.00%
 

 0.00%
 

 0.00%
 

 0.00%
 

Ratio of net investment income to 

average net assets
(3) 

  1.56%
 

 1.62%
 

 1.51%
 

 1.38%
 

 1.57%
 



3

T. Rowe Price Retirement 2030 Fund

Financial Highlights For a share outstanding throughout each period

The accompanying notes are an integral part of these financial statements. 

   

Year 

Ended 

5/31/17 5/31/16  5/31/15  5/31/14  5/31/13 

            

Ratios/Supplemental Data (continued) 
            

Portfolio turnover rate
(3) 

  16.4%
 

 15.8%
 

 9.2%
 

 12.4%
 

 13.0%
 

Weighted average expense ratio of 

underlying Price funds
(4) 

  0.69%
 

 0.72%
 

 0.72%
 

 0.73%
 

 0.75%
 

Effective expense ratio
 

  0.69%  0.72%  0.72%  0.73%
 

 0.75%
 

Net assets, end of period
 

(in millions)
 

 $ 22,376 $ 19,654 $ 19,295 $ 15,796
 

$ 12,218
 

 

 
(1) Per share amounts calculated using average shares outstanding method. 
(2) Total return reflects the rate that an investor would have earned on an investment in the fund 

during each period, assuming reinvestment of all distributions. The fund's total return may be 

higher or lower than the investment results of the individual underlying Price funds. 
(3) Reflects the activity of the fund, and does not include the activity of the underlying Price 

funds. However, investment performance of the fund is directly related to the investment 

performance of the underlying Price funds in which it invests. 
(4) Reflects the indirect expense impact to the fund from its investment in the underlying 

Price funds, based on the actual expense ratio of each underlying Price fund weighted for 

the fund's relative average investment therein. 
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T. Rowe Price Retirement 2030 Fund

Financial Highlights For a share outstanding throughout each period

Advisor Class 

Year 

Ended 

5/31/17 5/31/16 5/31/15 5/31/14
 

5/31/13
 

NET ASSET VALUE 

Beginning of period
 

 $ 22.17 $ 24.02 $ 23.33 $ 20.54
 

$ 17.09
 

 

Investment activities
 

Net investment income
(1) 

  0.30
 

 0.31
 

 0.30
 

 0.25
 

 0.25
 

Net realized and unrealized  

gain / loss
 

  2.98
 

 (1.03)
 

 1.28
 

 3.17
 

 3.56
 

Total from investment activities   3.28  (0.72)  1.58  3.42
 

 3.81
 

 

Distributions
 

Net investment income
 

  (0.31)  (0.31)  (0.29)  (0.24)
 

 (0.25)
 

Net realized gain
 

  (0.60)  (0.82)  (0.60)  (0.39)
 

 (0.11)
 

Total distributions
 

  (0.91)  (1.13)  (0.89)  (0.63)
 

 (0.36)
 

 

NET ASSET VALUE 

End of period $ 24.54 $ 22.17 $ 24.02 $ 23.33 $ 20.54 

 

Ratios/Supplemental Data 
 

Total return(2)(3)  15.18%  (2.82)%  6.96%  16.82%  22.44% 

Ratio of total expenses to average  

net assets
(3) 

  0.25%
 

 0.25%
 

 0.25%
 

 0.25%
 

 0.25%
 

Ratio of net investment income to 

average net assets
(3) 

  1.30%
 

 1.37%
 

 1.25%
 

 1.13%
 

 1.31%
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T. Rowe Price Retirement 2030 Fund

Financial Highlights For a share outstanding throughout each period

The accompanying notes are an integral part of these financial statements. 

   

Year 

Ended 

5/31/17 5/31/16  5/31/15  5/31/14  5/31/13 

            

Ratios/Supplemental Data (continued) 
            

Portfolio turnover rate
(3) 

  16.4%
 

 15.8%
 

 9.2%
 

 12.4%
 

 13.0%
 

Weighted average expense ratio of 

underlying Price funds
(4) 

  0.69%
 

 0.72%
 

 0.72%
 

 0.73%
 

 0.75%
 

Effective expense ratio
 

  0.94%  0.97%  0.97%  0.98%
 

 1.00%
 

Net assets, end of period
 

(in millions)
 

 $ 3,315 $ 3,285 $ 3,496 $ 3,126
 

$ 2,312
 

 

 
(1) Per share amounts calculated using average shares outstanding method. 
(2) Total return reflects the rate that an investor would have earned on an investment in the fund 

during each period, assuming reinvestment of all distributions. The fund's total return may be 

higher or lower than the investment results of the individual underlying Price funds. 
(3) Reflects the activity of the fund, and does not include the activity of the underlying Price 

funds. However, investment performance of the fund is directly related to the investment 

performance of the underlying Price funds in which it invests. 
(4) Reflects the indirect expense impact to the fund from its investment in the underlying 

Price funds, based on the actual expense ratio of each underlying Price fund weighted for 

the fund's relative average investment therein. 
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T. Rowe Price Retirement 2030 Fund

Financial Highlights For a share outstanding throughout each period

R Class 

Year 

Ended 

5/31/17 5/31/16 5/31/15 5/31/14
 

5/31/13
 

NET ASSET VALUE 

Beginning of period
 

 $ 21.99 $ 23.83 $ 23.16 $ 20.40
 

$ 16.98
 

 

Investment activities
 

Net investment income
(1) 

  0.24
 

 0.25
 

 0.24
 

 0.19
 

 0.20
 

Net realized and unrealized  

gain / loss
 

  2.96
 

 (1.02)
 

 1.27
 

 3.15
 

 3.54
 

Total from investment activities   3.20  (0.77)  1.51  3.34
 

 3.74
 

 

Distributions
 

Net investment income
 

  (0.25)  (0.25)  (0.24)  (0.19)
 

 (0.21)
 

Net realized gain
 

  (0.60)  (0.82)  (0.60)  (0.39)
 

 (0.11)
 

Total distributions
 

  (0.85)  (1.07)  (0.84)  (0.58)
 

 (0.32)
 

 

NET ASSET VALUE 

End of period $ 24.34 $ 21.99 $ 23.83 $ 23.16 $ 20.40 

 

Ratios/Supplemental Data 
 

Total return(2)(3)  14.91%  (3.07)%  6.69%  16.52%  22.15% 

Ratio of total expenses to average  

net assets
(3) 

  0.50%
 

 0.50%
 

 0.50%
 

 0.50%
 

 0.50%
 

Ratio of net investment income to 

average net assets
(3) 

  1.05%
 

 1.13%
 

 1.01%
 

 0.88%
 

 1.05%
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T. Rowe Price Retirement 2030 Fund

Financial Highlights For a share outstanding throughout each period

The accompanying notes are an integral part of these financial statements. 

   

Year 

Ended 

5/31/17 5/31/16  5/31/15  5/31/14  5/31/13 

            

Ratios/Supplemental Data (continued) 
            

Portfolio turnover rate
(3) 

  16.4%
 

 15.8%
 

 9.2%
 

 12.4%
 

 13.0%
 

Weighted average expense ratio of 

underlying Price funds
(4) 

  0.69%
 

 0.72%
 

 0.72%
 

 0.73%
 

 0.75%
 

Effective expense ratio
 

  1.19%  1.22%  1.22%  1.23%
 

 1.25%
 

Net assets, end of period
 

(in millions)
 

 $ 2,275 $ 2,196 $ 2,307 $ 2,102
 

$ 1,664
 

 

 
(1) Per share amounts calculated using average shares outstanding method. 
(2) Total return reflects the rate that an investor would have earned on an investment in the fund 

during each period, assuming reinvestment of all distributions. The fund's total return may be 

higher or lower than the investment results of the individual underlying Price funds. 
(3) Reflects the activity of the fund, and does not include the activity of the underlying Price 

funds. However, investment performance of the fund is directly related to the investment 

performance of the underlying Price funds in which it invests. 
(4) Reflects the indirect expense impact to the fund from its investment in the underlying 

Price funds, based on the actual expense ratio of each underlying Price fund weighted for 

the fund's relative average investment therein. 
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T. Rowe Price Retirement 2030 Fund
 May 31, 2017

(Cost and value in $000s)

 Percent of 

 Net Assets Shares $ ValuePortfolio of Investments 
(1)

EQUITY MUTUAL FUNDS 75.9%   

T. Rowe Price Growth Stock Fund    14.3% 62,841,773 3,992,966

T. Rowe Price Equity Index 500 Fund    12.5  53,704,192 3,490,772

T. Rowe Price Value Fund    12.3  95,605,138 3,424,576

T. Rowe Price Overseas Stock Fund    7.3  193,867,651 2,033,672

T. Rowe Price International Value Equity Fund    6.9  132,778,311 1,937,236

T. Rowe Price International Stock Fund    6.6  101,823,595 1,837,916

T. Rowe Price Emerging Markets Stock Fund    3.0  22,014,936 830,403

T. Rowe Price Mid-Cap Growth Fund  (2) 2.9  9,535,053 813,054

T. Rowe Price Mid-Cap Value Fund    2.8  26,872,703 790,057

T. Rowe Price Small-Cap Stock Fund   2.0  12,290,702 570,903

T. Rowe Price Small-Cap Value Fund   1.9  11,903,393 543,390

T. Rowe Price Real Assets Fund   1.8  45,618,037 494,956

T. Rowe Price New Horizons Fund   (2) 1.6  9,153,768 460,160

Total Equity Mutual Funds (Cost $15,261,895)  21,220,061

BOND MUTUAL FUNDS 24.0%   

T. Rowe Price New Income Fund    16.1  472,657,032 4,490,242

T. Rowe Price High Yield Fund   2.3  93,865,383 637,346

T. Rowe Price Emerging Markets Bond Fund   2.2  47,644,667 608,422

T. Rowe Price International Bond Fund   1.9  62,002,124 545,619

T. Rowe Price Limited Duration                     

Inflation Focused Bond Fund    1.5  85,230,820 428,711

Total Bond Mutual Funds (Cost $6,664,382)  6,710,340

SHORT-TERM INVESTMENTS 0.1%   

T. Rowe Price U.S. Treasury  

Money Fund, 0.36%   (3) 0.1  37,140,767 37,141

Total Short-Term Investments (Cost $37,141)  37,141

Total Investments in Securities 
100.0% of Net Assets (Cost $21,963,418) $ 27,967,542

(1) 

 

Each underlying Price fund is an affiliated company; the fund is invested in the Investor Class 

of each underlying Price fund.  
(2)  Non-income producing 
(3)  Seven-day yield 
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Affiliated Companies

 

($000s)

The fund may invest in certain securities that are considered affiliated companies. As defined by the 

1940 Act, an affiliated company is one in which the fund owns 5% or more of the outstanding voting 

securities, or a company which is under common ownership or control. The following securities were 

considered affiliated companies for all or some portion of the year ended May 31, 2017. Purchase 

and sales cost and investment income reflect all activity for the period then ended. 

 

 

Affiliate 

Purchase

Cost

Sales

Cost

Investment

Income

Value

5/31/17

Value

5/31/16

T. Rowe Price Emerging 

Markets Bond Fund $ 132,029 $ 89,251 $ 33,462 $ 608,422 $ 527,786

T. Rowe Price Emerging 

Markets Stock Fund 44,472 433,670 4,042 830,403 1,020,295

T. Rowe Price Equity 

Index 500 Fund 357,053 345,829 60,312 3,490,772 3,091,151

T. Rowe Price  

Growth Stock Fund 377,837 739,669 2,777 3,992,966 3,653,632

T. Rowe Price  

High Yield Fund 131,846 66,075 33,740 637,346 535,912

T. Rowe Price 

International Bond Fund 105,339 60,512 249 545,619 499,692

T. Rowe Price 

International Value  

Equity Fund  ‡ 168,958 272,679 43,914 1,937,236 1,808,927

T. Rowe Price 

International Stock Fund 151,903 210,205 19,324 1,837,916 1,635,522

T. Rowe Price Limited 

Duration Inflation 

Focused Bond Fund 119,721 69,255 — 428,711 376,403

T. Rowe Price  

Mid-Cap Growth Fund 134,968 46,968 — 813,054 641,214

T. Rowe Price  

Mid-Cap Value Fund 120,969 75,128 7,077 790,057 713,045

T. Rowe Price 

New Horizons Fund 128,126 28,736 — 460,160 297,991

T. Rowe Price  

New Income Fund 1,369,331 379,992 96,831 4,490,242 3,524,798
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The accompanying notes are an integral part of these financial statements. 

 

($000s)

Affiliated Companies (continued)

Affiliate 

Purchase

Cost

Sales

Cost

Investment

Income

Value

5/31/17

Value

5/31/16

T. Rowe Price  

Overseas Stock Fund 171,392 310,770 34,898 2,033,672 1,861,913

T. Rowe Price  

Real Assets Fund 39,035 259,047 9,812 494,956 668,499

T. Rowe Price  

Small-Cap Stock Fund 136,052 69,934 782 570,903 432,843

T. Rowe Price  

Small-Cap Value Fund 127,770 94,041 5,128 543,390 424,490

T. Rowe Price Cash 

Reserves Fund * 12,712 12,795 — — 83

T. Rowe Price U.S. 

Treasury Money Fund 234,129 196,989 49 37,141 —

T. Rowe Price Value Fund 235,630 569,989 56,846 3,424,576 3,421,417

Totals   $ 409,243 $ 27,967,542 $ 25,135,613 

 

‡ At May 31, 2016, the underlying fund’s name was T. Rowe Price International Growth and Income 

Fund 

* At May 31, 2016, the underlying fund’s name was T. Rowe Price Summit Cash Reserves Fund. 

  

Amounts reflected on the accompanying financial statements include the 

following amounts related to affiliated companies: 

  

Investment in securities, at cost $ 21,963,418 

Income distributions from underlying 

Price funds $ 409,243 

Realized gain (loss) on sales of 

underlying Price funds $ 240,875 

Capital gain distributions from 

underlying Price funds $ 274,372 
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The accompanying notes are an integral part of these financial statements. 

($000s, except shares and per share amounts)

Statement of Assets and Liabilities

Assets 

Investments in securities, at value (cost $21,963,418)  $ 27,967,542  

Receivable for investment securities sold  93,532  

Receivable for shares sold  21,798  

Total assets  28,082,872  

 

Liabilities 

Payable for investment securities purchased  79,725  

Payable for shares redeemed  35,600  

Other liabilities  1,851  

Total liabilities  117,176  

 

NET ASSETS  $ 27,965,696  
 

Net Assets Consist of: 

Undistributed net investment income  $ 67,941  

Accumulated undistributed net realized loss  (107,896)  

Net unrealized gain  6,004,124  

Paid-in capital applicable to 1,132,012,265 shares of $0.0001 par 

value capital stock outstanding; 15,000,000,000 shares of the 

Corporation authorized  22,001,527  

 

NET ASSETS  $ 27,965,696  
 

NET ASSET VALUE PER SHARE 

 

Investor Class 
($22,376,083,686 / 903,505,141 shares outstanding)  $ 24.77 

Advisor Class 
($3,314,938,860 / 135,058,488 shares outstanding)  $ 24.54 

R Class 
($2,274,673,662 / 93,448,636 shares outstanding)  $ 24.34 
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($000s)

Statement of Operations
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The accompanying notes are an integral part of these financial statements. 

Year 

Ended 

5/31/17

Investment Income 
Income distributions from underlying Price funds  $ 409,243  

Expenses 

Rule 12b-1 fees 

Advisor Class  8,063 

R Class  10,979 

Total expenses  19,042 

Net investment income  390,201  

 

Realized and Unrealized Gain / Loss 

Net realized gain (loss) 

Sales of underlying Price funds  240,875  

Capital gain distributions from underlying Price funds  274,372  

Net realized gain  515,247 

Change in net unrealized gain / loss on underlying Price funds  2,874,605  

Net realized and unrealized gain / loss  3,389,852  

 
INCREASE IN NET ASSETS FROM OPERATIONS  $ 3,780,053  
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($000s)
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Statement of Changes in Net Assets

Year 

Ended 

5/31/17 5/31/16

Increase (Decrease) in Net Assets 

Operations 

Net investment income  $ 390,201  $ 375,107  

Net realized gain  515,247  788,421  

Change in net unrealized gain / loss  2,874,605  (1,819,965)  

Increase (decrease) in net assets from 

operations 3,780,053 (656,437)  

 

Distributions to shareholders 

Net investment income      

Investor Class  (316,411)  (304,612)  

Advisor Class  (42,189)  (44,345)  

R Class  (23,330)  (24,166)  

Net realized gain      

Investor Class  (527,370)  (675,096)  

Advisor Class  (81,656)  (117,299)  

R Class  (55,991)  (79,264)  

Decrease in net assets from distributions (1,046,947) (1,244,782)  

 

Capital share transactions* 

Shares sold      

Investor Class  4,052,670  4,298,915  

Advisor Class  770,864  771,359  

R Class  442,609  488,097  

Distributions reinvested      

Investor Class  833,257  967,787  

Advisor Class  123,517  160,818  

R Class  79,308  103,375  

Shares redeemed      

Investor Class  (4,339,448)  (3,445,875)  

Advisor Class  (1,195,083)  (879,111)  

R Class  (669,727)  (527,372)  

Increase in net assets from capital share 

transactions 97,967 1,937,993  

 

Net Assets 

Increase during period  2,831,073  36,774  

Beginning of period  25,134,623  25,097,849  

End of period  $ 27,965,696  $ 25,134,623  
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The accompanying notes are an integral part of these financial statements. 

Statement of Changes in Net Assets

Year 

Ended 

5/31/17 5/31/16

Undistributed net investment income  67,941  59,670  

 

 

*Share information 

Shares sold      

Investor Class  173,971  192,201  

Advisor Class  33,354  34,691  

R Class  19,326  22,109  

Distributions reinvested      

Investor Class  36,837  44,951  

Advisor Class  5,504  7,522  

R Class  3,560  4,869  

Shares redeemed      

Investor Class  (186,317)  (154,859)  

Advisor Class  (51,918)  (39,615)  

R Class  (29,284)  (23,920)  

Increase in shares outstanding 5,033 87,949  
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Notes to Financial Statements

T. Rowe Price Retirement Funds, Inc. (the corporation), is registered under the 
Investment Company Act of 1940 (the 1940 Act). T. Rowe Price Retirement 
2030 Fund (the fund) is an open-end management investment company and 
is one of the portfolios established by the corporation. The fund invests in 
a portfolio of other T. Rowe Price stock and bond funds (underlying Price 
funds) that represent various asset classes and sectors. The fund’s allocation 
among underlying Price funds will change, and its asset mix will become 
more conservative over time. The fund is nondiversified for purposes of the 
1940 Act, due to its limited number of investments; however, its investments 
in underlying Price funds are selected to provide exposure to a diversified 
portfolio of securities. The fund seeks the highest total return over time 
consistent with an emphasis on both capital growth and income.

The fund has three classes of shares: the Retirement 2030 Fund (Investor 
Class), Retirement 2030 Fund–Advisor Class (Advisor Class), and Retirement 
2030 Fund–R Class (R Class). Advisor Class shares are sold only through 
unaffiliated brokers and other financial intermediaries, and R Class shares 
are available to retirement plans serviced by intermediaries. The Advisor 
Class and R Class each operate under separate Board-approved Rule 12b-1 
plans, pursuant to which each class compensates financial intermediaries for 
distribution, shareholder servicing, and/or certain administrative services; 
the Investor Class does not pay Rule 12b-1 fees. Each class has exclusive 
voting rights on matters related solely to that class; separate voting rights on 
matters that relate to all classes; and, in all other respects, the same rights and 
obligations as the other classes.

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES

Basis of Preparation The fund is an investment company and follows accounting 
and reporting guidance in the Financial Accounting Standards Board Accounting 
Standards Codification Topic 946 (ASC 946). The accompanying financial 
statements were prepared in accordance with accounting principles generally 
accepted in the United States of America (GAAP), including, but not limited 
to, ASC 946. GAAP requires the use of estimates made by management. 



16

T. Rowe Price Retirement 2030 Fund

Management believes that estimates and valuations of the underlying Price funds 
are appropriate; however, actual results may differ from those estimates, and the 
valuations reflected in the accompanying financial statements may differ from 
the value ultimately realized upon sale of the underlying Price funds.

Investment Transactions, Investment Income, and Distributions Income and 
expenses are recorded on the accrual basis. Income and capital gain distributions 
from the underlying Price funds are recorded on the ex-dividend date. Dividends 
received from underlying Price fund investments are reflected as dividend 
income; capital gain distributions are reflected as realized gain/loss. Purchases 
and sales of the underlying Price funds are accounted for on the trade date. Gains 
and losses realized on sales of the underlying Price funds are reported on the 
identified cost basis. Income tax-related interest and penalties, if incurred, would 
be recorded as income tax expense. Distributions to shareholders are recorded 
on the ex-dividend date. Income distributions are declared and paid by each 
class annually. Capital gain distributions generally are declared and paid by the 
fund annually.

Class Accounting Income distributions from the underlying Price funds and 
realized and unrealized gains and losses are allocated to the classes based 
upon the relative daily net assets of each class. The Advisor Class and R Class 
each pay Rule 12b-1 fees in an amount not exceeding 0.25% and 0.50%, 
respectively, of the class’s average daily net assets.

In-Kind Redemptions In accordance with guidelines described in the fund’s 
prospectus, the fund may distribute shares of the underlying Price funds rather 
than cash as payment for a redemption of fund shares (in-kind redemption). 
For financial reporting purposes, the fund recognizes a gain on in-kind 
redemptions to the extent the value of the distributed shares of the underlying 
Price funds on the date of redemption exceeds the cost of those shares. Gains 
and losses realized on in-kind redemptions are not recognized for tax purposes 
and are reclassified from undistributed realized gain (loss) to paid-in capital. 
During the year ended May 31, 2017, the fund realized $248,192,000 of net 
gain on $708,604,000 of in-kind redemptions.

New Accounting Guidance In October 2016, the Securities and Exchange 
Commission (SEC) issued a new rule, Investment Company Reporting 
Modernization, which, among other provisions, amends Regulation S-X to 
require standardized, enhanced disclosures in investment company financial 



17

T. Rowe Price Retirement 2030 Fund

statements. Compliance with the guidance is effective for financial statements 
related to periods ending on or after August 1, 2017; adoption will have no 
effect on the fund’s net assets or results of operations. 

NOTE 2 - VALUATION

The fund’s financial instruments are valued, and each class’s net asset value 
(NAV) per share is computed at the close of the New York Stock Exchange 
(NYSE), normally 4 p.m. ET, each day the NYSE is open for business. However, 
the NAV per share may be calculated at a time other than the normal close of 
the NYSE if trading on the NYSE is restricted, if the NYSE closes earlier, or as 
may be permitted by the SEC. The fund’s financial instruments are reported 
at fair value, which GAAP defines as the price that would be received to sell 
an asset or paid to transfer a liability in an orderly transaction between market 
participants at the measurement date. Investments in the underlying Price funds 
are valued at their closing NAV per share on the day of valuation. Assets and 
liabilities other than financial instruments, including short-term receivables 
and payables, are carried at cost, or estimated realizable value, if less, which 
approximates fair value.

The T. Rowe Price Valuation Committee (the Valuation Committee) is an 
internal committee that has been delegated certain responsibilities by the 
fund’s Board of Directors (the Board) to ensure that financial instruments are 
appropriately priced at fair value in accordance with GAAP and the 1940 Act. 
Subject to oversight by the Board, the Valuation Committee develops and 
oversees pricing-related policies and procedures and approves all fair value 
determinations. Specifically, the Valuation Committee establishes procedures 
to value securities; determines pricing techniques, sources, and persons 
eligible to effect fair value pricing actions; oversees the selection, services, and 
performance of pricing vendors; oversees valuation-related business continuity 
practices; and provides guidance on internal controls and valuation-related 
matters. The Valuation Committee reports to the Board and has representation 
from legal, portfolio management and trading, operations, risk management, 
and the fund’s treasurer.
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Various valuation techniques and inputs are used to determine the fair value of 
financial instruments. GAAP establishes the following fair value hierarchy that 
categorizes the inputs used to measure fair value:

Level 1 –  quoted prices (unadjusted) in active markets for identical financial 
instruments that the fund can access at the reporting date

Level 2 –  inputs other than Level 1 quoted prices that are observable, either 
directly or indirectly (including, but not limited to, quoted prices 
for similar financial instruments in active markets, quoted prices for 
identical or similar financial instruments in inactive markets, interest 
rates and yield curves, implied volatilities, and credit spreads)

Level 3 – unobservable inputs

Observable inputs are developed using market data, such as publicly available 
information about actual events or transactions, and reflect the assumptions 
that market participants would use to price the financial instrument. 
Unobservable inputs are those for which market data are not available and 
are developed using the best information available about the assumptions that 
market participants would use to price the financial instrument. GAAP requires 
valuation techniques to maximize the use of relevant observable inputs and 
minimize the use of unobservable inputs. When multiple inputs are used to 
derive fair value, the financial instrument is assigned to the level within the fair 
value hierarchy based on the lowest-level input that is significant to the fair 
value of the financial instrument. Input levels are not necessarily an indication 
of the risk or liquidity associated with financial instruments at that level but 
rather the degree of judgment used in determining those values. On May 31, 
2017, all of the investments in underlying Price funds were classified as Level 1, 
based on the inputs used to determine their fair values.

NOTE 3 - INVESTMENTS IN UNDERLYING PRICE FUNDS

Purchases and sales of the underlying Price funds during the year ended 
May 31, 2017, aggregated $4,299,272,000 and $4,572,409,000, respectively.
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NOTE 4 - FEDERAL INCOME TAXES

No provision for federal income taxes is required since the fund intends to 
continue to qualify as a regulated investment company under Subchapter M 
of the Internal Revenue Code and distribute to shareholders all of its taxable 
income and gains. Distributions determined in accordance with federal income 
tax regulations may differ in amount or character from net investment income 
and realized gains for financial reporting purposes. Financial reporting records 
are adjusted for permanent book/tax differences to reflect tax character but are 
not adjusted for temporary differences.

The fund files U.S. federal, state, and local tax returns as required. The fund’s 
tax returns are subject to examination by the relevant tax authorities until 
expiration of the applicable statute of limitations, which is generally three 
years after the filing of the tax return but which can be extended to six years 
in certain circumstances. Tax returns for open years have incorporated no 
uncertain tax positions that require a provision for income taxes.

Reclassifications to paid-in capital relate primarily to redemptions in kind. For 
the year ended May 31, 2017, the following reclassifications were recorded to 
reflect tax character; the reclassifications had no impact on results of operations 
or net assets:

Undistributed net realized gain $ (226,127)

Paid-in capital  226,127

($000s)

Distributions during the years ended May 31, 2017 and May 31, 2016, were 
characterized for tax purposes as follows:

($000s)

May 31 

2017 2016 

Ordinary income  $ 404,098  $ 373,122

Long-term capital gain   642,849   871,660

Total distributions  $ 1,046,947  $ 1,244,782
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At May 31, 2017, the tax-basis cost of investments and components of net 
assets were as follows:

Cost of investments $ 22,375,176

Unrealized appreciation $ 6,004,714

Unrealized depreciation  (412,348)

Net unrealized appreciation (depreciation)  5,592,366

Undistributed ordinary income  81,246

Undistributed long-term capital gain   290,557

Paid-in capital  22,001,527

Net assets $ 27,965,696

($000s)

The difference between book-basis and tax-basis net unrealized appreciation 
(depreciation) is attributable to the deferral of losses from wash sales for 
tax purposes.

NOTE 5 - RELATED PARTY TRANSACTIONS

The fund is managed by T. Rowe Price Associates, Inc. (Price Associates), a 
wholly owned subsidiary of T. Rowe Price Group, Inc. (Price Group). Price 
Associates, directly or through sub-advisory agreements with its wholly owned 
subsidiaries, also provides investment management services to all the underlying 
Price funds. Pursuant to various service agreements, Price Associates and its 
wholly owned subsidiaries provide shareholder servicing and administrative 
services as well as certain accounting, marketing, and other services to the fund. 
Certain officers and directors of the fund are also officers and directors of Price 
Associates and its subsidiaries and the underlying Price funds.

The fund pays no management fees; however, Price Associates receives 
management fees from the underlying Price funds. The fund operates in 
accordance with the investment management and special servicing agreements 
between and among the corporation; the underlying Price funds; Price 
Associates; and T. Rowe Price Services, Inc., a wholly owned subsidiary of 
Price Associates. Pursuant to these agreements, expenses associated with the 
operation of the fund, other than class-specific Rule 12b-1 fees, are borne 
by each underlying Price fund to the extent of estimated savings to it and 
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in proportion to the average daily value of its shares owned by the fund. 
Therefore, the expense ratio of each class reflects only its Rule 12b-1 fees, 
if any. However, the fund indirectly bears its proportionate share of the 
management fees and operating costs of the underlying Price funds in which 
it invests.

The fund does not invest in the underlying Price funds for the purpose of 
exercising management or control; however, investments by the fund may 
represent a significant portion of an underlying Price fund’s net assets. At 
May 31, 2017, the fund held less than 25% of the outstanding shares of any 
underlying Price fund.
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Report of Independent Registered Public Accounting Firm

To the Board of Directors of T. Rowe Price Retirement Funds, Inc. and 

Shareholders of T. Rowe Price Retirement 2030 Fund

In our opinion, the accompanying statement of assets and liabilities, including 
the portfolio of investments, and the related statements of operations and of 
changes in net assets and the financial highlights present fairly, in all material 
respects, the financial position of the T. Rowe Price Retirement 2030 Fund 
(one of the portfolios comprising T. Rowe Price Retirement Funds, Inc., hereafter 
referred to as the “Fund”) as of May 31, 2017, the results of its operations for 
the year then ended, the changes in its net assets for each of the two years in 
the period then ended and the financial highlights for each of the five years 
in the period then ended, in conformity with accounting principles generally 
accepted in the United States of America. These financial statements and financial 
highlights (hereafter referred to as “financial statements”) are the responsibility 
of the Fund’s management. Our responsibility is to express an opinion on these 
financial statements based on our audits. We conducted our audits of these 
financial statements in accordance with the standards of the Public Company 
Accounting Oversight Board (United States). Those standards require that 
we plan and perform the audit to obtain reasonable assurance about whether 
the financial statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in 
the financial statements, assessing the accounting principles used and significant 
estimates made by management, and evaluating the overall financial statement 
presentation. We believe that our audits, which included confirmation of the 
underlying funds as of May 31, 2017 by correspondence with the transfer agent, 
provide a reasonable basis for our opinion.

PricewaterhouseCoopers LLP
Baltimore, Maryland
July 19, 2017
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Tax Information (Unaudited) for the Tax Year Ended 5/31/17

We are providing this information as required by the Internal Revenue Code. The amounts 
shown may differ from those elsewhere in this report because of differences between tax 
and financial reporting requirements.

The fund’s distributions to shareholders included:

rate of not greater than 20%.

For taxable non-corporate shareholders, $260,891,000 of the fund’s income represents 

than 20%.

For corporate shareholders, $146,085,000 of the fund’s income qualifies for the 
dividends-received deduction.

The fund will pass through foreign source income of $146,449,000 and foreign taxes paid 
of $10,433,000.

A description of the policies and procedures used by T. Rowe Price funds and portfolios  
to determine how to vote proxies relating to portfolio securities is available in each  
fund’s Statement of Additional Information. You may request this document by calling 
1-800-225-5132 or by accessing the SEC’s website, sec.gov. 

The description of our proxy voting policies and procedures is also available on our corporate 
website. To access it, please visit the following Web page:

https://www3.troweprice.com/usis/corporate/en/utility/policies.html 

Scroll down to the section near the bottom of the page that says, “Proxy Voting Policies.” 
Click on the Proxy Voting Policies link in the shaded box.

Each fund’s most recent annual proxy voting record is available on our website and through 
the SEC’s website. To access it through T. Rowe Price, visit the website location shown above, 
and scroll down to the section near the bottom of the page that says, “Proxy Voting Records.” 
Click on the Proxy Voting Records link in the shaded box.

Information on Proxy Voting Policies, Procedures, and Records

The fund files a complete schedule of portfolio holdings with the Securities and Exchange  
Commission for the first and third quarters of each fiscal year on Form N-Q. The fund’s  
Form N-Q is available electronically on the SEC’s website (sec.gov); hard copies  
may be reviewed and copied at the SEC’s Public Reference Room, 100 F St. N.E.,  
Washington, DC 20549. For more information on the Public Reference Room, call  
1-800-SEC-0330. 

How to Obtain Quarterly Portfolio Holdings
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Approval of Investment Management Agreement

Each year, the fund’s Board of Directors (Board) considers the continuation of the 
investment management agreement (Advisory Contract) between the fund and its 
investment advisor, T. Rowe Price Associates, Inc. (Advisor), as well as a Special Servicing 
Agreement among the fund, the Advisor, and each of the underlying funds in which it 
invests (Special Servicing Agreement). The Special Servicing Agreement allows the T. Rowe 
Price Retirement Funds (Retirement Funds) to pass through their operating expenses to 
the underlying funds in which they invest if the benefit to the underlying funds equals 
or exceeds the costs of absorbing these expenses and provides that the Advisor will be 
responsible for bearing any expenses that would result from an underlying fund’s share of 
the aggregate expenses of the Retirement Funds exceeding the estimated savings to the 
underlying fund from the operation of the Retirement Funds. In that regard, at an in-person 

fund’s independent directors, approved the continuation of the fund’s Advisory Contract 
and Special Servicing Agreement. At the Meeting, the Board considered the factors and 
reached the conclusions described below relating to the selection of the Advisor and 
approval of the Advisory Contract and the continuation of the Special Servicing Agreement. 
The independent directors were assisted in their evaluation of the Advisory Contract and 
Special Servicing Agreement by independent legal counsel from whom they received 
separate legal advice and with whom they met separately. 

In providing information to the Board, the Advisor was guided by a detailed set of requests 
for information submitted by independent legal counsel on behalf of the independent 
directors. In considering and approving the Advisory Contract and Special Servicing 
Agreement, the Board considered the information it believed was relevant, including, but 
not limited to, the information discussed below. The Board considered not only the specific 
information presented in connection with the Meeting but also the knowledge gained over 
time through interaction with the Advisor about various topics. The Board meets regularly 
and, at each of its meetings, covers an extensive agenda of topics and materials and 
considers factors that are relevant to its annual consideration of the renewal of the T. Rowe 
Price funds’ advisory contracts, including performance and the services and support 
provided to the funds and their shareholders. 

Services Provided by the Advisor 

The Board considered the nature, quality, and extent of the services provided to the fund 
by the Advisor. These services included, but were not limited to, directing the fund’s 
investments in accordance with its investment program and the overall management of 
the fund’s portfolio, as well as a variety of related activities such as financial, investment 
operations, and administrative services; compliance; maintaining the fund’s records and 
registrations; and shareholder communications. The Board also reviewed the background 
and experience of the Advisor’s senior management team and investment personnel 
involved in the management of the fund, as well as the Advisor’s compliance record. The 
Board concluded that it was satisfied with the nature, quality, and extent of the services 
provided by the Advisor. 
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Approval of Investment Management Agreement (continued)

Investment Performance of the Fund 

The Board took into account discussions with the Advisor and reports that it receives 
throughout the year relating to fund performance. In connection with the Meeting, the 
Board reviewed the fund’s net annualized total returns for the 1-, 2-, 3-, 4-, 5-, and 10-year 
periods as of September 30, 2016, and compared these returns with the performance of a 
peer group of funds with similar investment programs and a wide variety of other previously 
agreed-upon comparable performance measures and market data, including those supplied 
by Broadridge, which is an independent provider of mutual fund data. 

On the basis of this evaluation and the Board’s ongoing review of investment results, and 
factoring in the relative market conditions during certain of the performance periods, the 
Board concluded that the fund’s performance was satisfactory.

Costs, Benefits, Profits, and Economies of Scale

The Advisor does not receive management fees from the fund, and operating expenses 
of the fund are borne by the underlying T. Rowe Price funds in which it invests pursuant 
to the Special Servicing Agreement. In connection with its review of the Special Servicing 
Agreement, the Board reviewed various cost/benefit analyses to demonstrate the benefits 
to the underlying funds versus the costs they incur, which illustrate that the primary benefit 
provided by the Retirement Funds to the underlying funds is the reduction in expenses 
associated with the consolidation of shareholder accounts that would otherwise be 
invested directly in the underlying funds. 

The Advisor receives management fees from other T. Rowe Price funds in which the fund 
invests. However, since the Advisor does not receive any management fees directly from 
the fund, the Board did not review information relating to revenues received by the Advisor 
under the Advisory Contract. The Board did review information regarding benefits that the 
Advisor (and its affiliates) may have realized from its relationship with the fund or other 
T. Rowe Price funds in which the fund invests, including any research received under “soft 
dollar” agreements and commission-sharing arrangements with broker-dealers. The Board 
considered that the Advisor may receive some benefit from its soft-dollar arrangements 
pursuant to which it receives research from broker-dealers that execute the applicable 
fund’s portfolio transactions. The Board also received information on the estimated costs 
incurred and profits realized by the Advisor and its affiliates from advising T. Rowe Price 
funds and concluded that the Advisor’s profits were reasonable. Although the Advisor does 
not receive management fees directly from the fund under the Advisory Contract, the fund’s 
shareholders benefit from potential economies of scale through a decline in the fund’s total 
expense ratio as the fund grows in size. 
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Approval of Investment Management Agreement (continued)

Fees and Expenses

The Board was provided with information regarding industry trends in management fees 
and expenses. Among other things, the Board reviewed data for peer groups that were 
compiled by Broadridge, which compared: (i) total expenses and actual management fees, 
and non-management expenses of the Investor Class of the fund to a group of competitor 
funds selected by Broadridge (Investor Class Expense Group); (ii) total expenses and 
actual management fees of the Advisor Class of the fund to a group of competitor funds 
selected by Broadridge (Advisor Class Expense Group); and (iii) total expenses, actual 
management fees, and non-management expenses of the Investor Class of the fund to a 
broader set of funds within the Lipper investment classification (Expense Universe). The 
Board considered the fund’s actual management fee rate (which reflects the management 
fees actually received from the fund by the Advisor after any applicable waivers, reductions, 
or reimbursements), operating expenses, and total expenses (which reflects the net total 
expense ratio of the fund after any waivers, reductions, or reimbursements) in comparison 
with the information for the Broadridge peer groups. Broadridge generally constructed 
the peer groups by seeking the most comparable funds based on similar investment 

and attributes and ranked funds into quintiles, with the first quintile representing the 
funds with the lowest relative expenses and the fifth quintile representing the funds with 
the highest relative expenses. The information provided to the Board indicated that the 
fund’s actual management fee rate ranked in the first quintile (Investor Class Expense 
Group, Advisor Class Expense Group, and Expense Universe) and the fund’s total expenses 
ranked in the first quintile (Investor Class Expense Group, Advisor Class Expense Group, and 
Expense Universe). 

The Board also reviewed the fee schedules for institutional accounts and private accounts 
with similar mandates that are advised or subadvised by the Advisor and its affiliates. 
Management provided the Board with information about the Advisor’s responsibilities 
and services provided to subadvisory and other institutional account clients, including 
information about how the requirements and economics of the institutional business are 
fundamentally different from those of the mutual fund business. The Board considered 
information showing that the Advisor’s mutual fund business is generally more complex 
from a business and compliance perspective than its institutional account business 
and considered various relevant factors, such as the broader scope of operations and 
oversight, more extensive shareholder communication infrastructure, greater asset flows, 
heightened business risks, and differences in applicable laws and regulations associated 
with the Advisor’s proprietary mutual fund business. In assessing the reasonableness of 
the fund’s management fee rate, the Board considered the differences in the nature of the 
services required for the Advisor to manage its mutual fund business versus managing 
a discrete pool of assets as a subadvisor to another institution’s mutual fund or for 
an institutional account and that the Advisor generally performs significant additional 
services and assumes greater risk in managing the fund and other T. Rowe Price funds 
than it does for institutional account clients. 
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On the basis of the information provided and the factors considered, the Board concluded 
that the fees paid by the fund under the Advisory Contract are reasonable. 

Approval of the Advisory Contract and Special Servicing Agreement

As noted, the Board approved the continuation of the Advisory Contract as well as the 
Special Servicing Agreement. No single factor was considered in isolation or to be determi-
native to the decision. Rather, the Board concluded, in light of a weighting and balancing 
of all factors considered, that it was in the best interests of the fund and its shareholders 
for the Board to approve the continuation of the Advisory Contract, and that there is a 
reasonable basis to conclude that the benefits to the underlying funds exceed the costs 
they incur and that it was in the best interests of the fund and its underlying funds to 
approve continuation of the Special Servicing Agreement.

Approval of Investment Management Agreement (continued)
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Your fund is overseen by a Board of Directors (Board) that meets regularly to review a wide variety 
of matters affecting or potentially affecting the fund, including performance, investment programs, 
compliance matters, advisory fees and expenses, service providers, and business and regulatory 
affairs. The Board elects the fund’s officers, who are listed in the final table. At least 75% of the 
Board’s members are independent of T. Rowe Price Associates, Inc. (T. Rowe Price), and its affiliates; 
“inside” or “interested” directors are employees or officers of T. Rowe Price. The business address 
of each director and officer is 100 East Pratt Street, Baltimore, Maryland 21202. The Statement of 
Additional Information includes additional information about the fund directors and is available 
without charge by calling a T. Rowe Price representative at 1-800-638-5660.

 

Independent Directors

Name

(Year of Birth)

Year Elected*

[Number of T. Rowe Price

Portfolios Overseen]

Principal Occupation(s) and Directorships of Public Companies and 

Other Investment Companies During the Past Five Years

Anthony W. Deering
(1945)
2002
[189]

Chairman, Exeter Capital, LLC, a private investment firm (2004 to 
present); Director and Advisory Board Member, Deutsche Bank North 
America (2004 to present); Director, Vornado Real Estate Investment 
Trust (2004 to 2012); Director, Under Armour (2008 to present); 
Director, Brixmor Real Estate Investment Trust (2012 to present)

Bruce W. Duncan
(1951)
2013
[189]

Chief Executive Officer and Director (2009 to December 2016), 
Chairman of the Board (January 2016 to present), and President 
(2009 to September 2016), First Industrial Realty Trust, an owner 
and operator of industrial properties; Chairman of the Board 
(2005 to September 2016) and Director (1999 to September 
2016), Starwood Hotels & Resorts, a hotel and leisure company; 
Director, Boston Properties (May 2016 to present); Director, Marriott 
International, Inc. (September 2016 to present)

Robert J. Gerrard, Jr.
(1952)
2012
[189]

Advisory Board Member, Pipeline Crisis/Winning Strategies, 
a collaborative working to improve opportunities for young African 
Americans (1997 to present)

Paul F. McBride
(1956)
2013
[189]

Advisory Board Member, Vizzia Technologies (2015 to present)

*Each independent director serves until retirement, resignation, or election of a successor.

About the Fund’s Directors and Officers
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Independent Directors (continued)

Name

(Year of Birth)

Year Elected*

[Number of T. Rowe Price

Portfolios Overseen]

Principal Occupation(s) and Directorships of Public Companies and 

Other Investment Companies During the Past Five Years

Cecilia E. Rouse, Ph.D.
(1963)
2012
[189]

Dean, Woodrow Wilson School (2012 to present); Professor and 
Researcher, Princeton University (1992 to present); Member of 
National Academy of Education (2010 to present); Director, MDRC, 
a nonprofit education and social policy research organization (2011 
to present); Research Associate of Labor Studies Program (2011 
to 2015) and Board Member (2015 to present), National Bureau 
of Economic Research (2011 to present); Chair of Committee 
on the Status of Minority Groups in the Economic Profession 
(2012 to present); Vice President (2015 to present), American 
Economic Association

John G. Schreiber
(1946)
2002
[189]

Owner/President, Centaur Capital Partners, Inc., a real estate 
investment company (1991 to present); Cofounder, Partner, and 
Cochairman of the Investment Committee, Blackstone Real Estate 
Advisors, L.P. (1992 to 2015); Director, General Growth Properties, 
Inc. (2010 to 2013); Director, Blackstone Mortgage Trust, a real 
estate finance company (2012 to 2016); Director and Chairman of 
the Board, Brixmor Property Group, Inc. (2013 to present); Director, 
Hilton Worldwide (2013 to present); Director, Hudson Pacific 
Properties (2014 to 2016)

Mark R. Tercek
(1957)
2009
[189]

President and Chief Executive Officer, The Nature Conservancy 
(2008 to present)

*Each independent director serves until retirement, resignation, or election of a successor.
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Inside Directors

Name

(Year of Birth)

Year Elected*

[Number of T. Rowe Price 

Portfolios Overseen]

Principal Occupation(s) and Directorships of Public Companies and 

Other Investment Companies During the Past Five Years

Edward C. Bernard
(1956)
2006
[189]

Director and Vice President, T. Rowe Price; Vice Chairman of the 
Board, Director, and Vice President, T. Rowe Price Group, Inc.; 
Chairman of the Board, Director, and Vice President, T. Rowe Price 
Investment Services, Inc., and T. Rowe Price Services, Inc.; Chairman 
of the Board and Director, T. Rowe Price Retirement Plan Services, 
Inc.; Chairman of the Board, Chief Executive Officer, Director, and 
President, T. Rowe Price International and T. Rowe Price Trust 
Company; Chairman of the Board, all funds

Brian C. Rogers, CFA, CIC**
(1955)
[0]

Director and non-executive Chairman of the Board, T. Rowe Price 
Group, Inc.; Director, United Technologies (January 2016 to present)

Robert W. Sharps, CFA**
(1971)
2017
[132]

Vice President, T. Rowe Price, T. Rowe Price Group, Inc., and T. Rowe 
Price Trust Company; Director and Vice President, Retirement Funds

 *Each inside director serves until retirement, resignation, or election of a successor. 
** Effective April 1, 2017, Brian C. Rogers was replaced by Robert W. Sharps as an inside director 

of certain Price Funds.

Officers

Name (Year of Birth)

Position Held With Retirement Funds Principal Occupation(s)

Christopher D. Alderson (1962)
Vice President

Director and Vice President, T. Rowe Price 
International; Vice President, Price Hong Kong, 
Price Singapore, and T. Rowe Price Group, Inc.

Darrell N. Braman (1963)
Vice President and Secretary

Vice President, Price Hong Kong, Price 
Singapore, T. Rowe Price, T. Rowe Price Group, 
Inc., T. Rowe Price International, T. Rowe Price 
Investment Services, Inc., and T. Rowe Price 
Services, Inc.

Jerome A. Clark, CFA (1961)
President

Vice President, T. Rowe Price, T. Rowe Price 
Group, Inc., T. Rowe Price Investment Services, 
Inc., and T. Rowe Price Trust Company

Unless otherwise noted, officers have been employees of T. Rowe Price or T. Rowe Price International 
for at least 5 years.
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Officers (continued)

Name (Year of Birth)

Position Held With Retirement Funds Principal Occupation(s)

Kimberly E. DeDominicis (1976)
Vice President

Vice President, T. Rowe Price, T. Rowe Price 
Group, Inc., and T. Rowe Price International

John R. Gilner (1961)
Chief Compliance Officer

Chief Compliance Officer and Vice President, 
T. Rowe Price; Vice President, T. Rowe Price 
Group, Inc., and T. Rowe Price Investment 
Services, Inc. 

David R. Giroux, CFA (1975)
Vice President

Vice President, T. Rowe Price, T. Rowe Price 
Group, Inc., and T. Rowe Price Trust Company

Ian D. Kelson (1956)
Vice President

Director and Vice President, T. Rowe Price 
International; Vice President, T. Rowe Price 
Group, Inc.

Steven D. Krichbaum (1977)
Vice President

Vice President, T. Rowe Price and T. Rowe Price 
Group, Inc.

Paul J. Krug, CPA (1964)
Vice President

Vice President, T. Rowe Price, T. Rowe Price 
Group, Inc., and T. Rowe Price Trust Company

Wyatt A. Lee, CFA (1971)
Executive Vice President

Vice President, T. Rowe Price, T. Rowe Price 
Group, Inc., and T. Rowe Price Trust Company

Catherine D. Mathews (1963)
Treasurer and Vice President

Vice President, T. Rowe Price, T. Rowe Price 
Group, Inc., and T. Rowe Price Trust Company

David Oestreicher (1967)
Vice President

Director, Vice President, and Secretary, T. Rowe 
Price Investment Services, Inc., T. Rowe 
Price Retirement Plan Services, Inc., T. Rowe 
Price Services, Inc., and T. Rowe Price Trust 
Company; Chief Legal Officer, Vice President, 
and Secretary, T. Rowe Price Group, Inc.; Vice 
President and Secretary, T. Rowe Price and 
T. Rowe Price International; Vice President, 
Price Hong Kong and Price Singapore

Sebastien Page (1977)
Vice President

Vice President, T. Rowe Price and T. Rowe Price 
Group, Inc.

Robert A. Panariello (1983)
Vice President

Vice President, T. Rowe Price and T. Rowe Price 
Group, Inc.

Unless otherwise noted, officers have been employees of T. Rowe Price or T. Rowe Price International 
for at least 5 years.
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Officers (continued)

Name (Year of Birth)

Position Held With Retirement Funds Principal Occupation(s)

John W. Ratzesberger (1975)
Vice President

Vice President, T. Rowe Price, T. Rowe Price 
Group, Inc., and T. Rowe Price Trust Company; 
formerly, North American Head of Listed 
Derivatives Operation, Morgan Stanley 
(to 2013)

Shannon H. Rauser (1987)
Assistant Secretary

Employee, T. Rowe Price

Deborah D. Seidel (1962)
Vice President

Vice President, T. Rowe Price, T. Rowe Price 
Group, Inc., T. Rowe Price Investment Services, 
Inc., and T. Rowe Price Services, Inc.

Daniel O. Shackelford, CFA (1958)
Vice President

Vice President, T. Rowe Price, T. Rowe Price 
Group, Inc., and T. Rowe Price Trust Company

Charles M. Shriver, CFA (1967)
Vice President

Vice President, T. Rowe Price, T. Rowe Price 
Group, Inc., T. Rowe Price International, and 
T. Rowe Price Trust Company

Guido F. Stubenrauch (1970)
Vice President

Vice President, T. Rowe Price and T. Rowe Price 
Group, Inc.

Justin Thomson (1968)
Vice President

Vice President, T. Rowe Price Group, Inc., and 
T. Rowe Price International

James A. Tzitzouris, Jr., Ph.D. (1974)
Vice President

Vice President, T. Rowe Price and T. Rowe Price 
Group, Inc.

Mark J. Vaselkiv (1958)
Vice President

Vice President, T. Rowe Price, T. Rowe Price 
Group, Inc., and T. Rowe Price Trust Company

Unless otherwise noted, officers have been employees of T. Rowe Price or T. Rowe Price International 
for at least 5 years.
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STOCK FUNDS

Domestic 
Blue Chip Growth
Capital Appreciation‡

Capital Opportunity
Diversified Mid-Cap Growth
Dividend Growth
Equity Income
Equity Index 500
Extended Equity Market Index
Financial Services
Growth & Income
Growth Stock
Health Sciences‡

Media & Telecommunications
Mid-Cap Growth‡

Mid-Cap Value‡

New America Growth
New Era
New Horizons‡

QM U.S. Small & Mid-Cap Core Equity
QM U.S. Small-Cap Growth Equity
QM U.S. Value Equity
Real Estate
Science & Technology
Small-Cap Stock‡

Small-Cap Value
Tax-Efficient Equity 
Total Equity Market Index
U.S. Large-Cap Core
Value

ASSET ALLOCATION FUNDS

Balanced 
Global Allocation
Personal Strategy Balanced
Personal Strategy Growth
Personal Strategy Income
Real Assets
Spectrum Growth
Spectrum Income
Spectrum International
Target Date Fundsˆ

BOND FUNDS

Domestic Taxable
Corporate Income
Credit Opportunities
Floating Rate
GNMA 
High Yield‡

Inflation Protected Bond
Limited Duration Inflation 

Focused Bond
New Income
Short-Term Bond
Total Return
Ultra Short-Term Bond
U.S. Bond Enhanced Index
U.S. High Yield
U.S. Treasury Intermediate
U.S. Treasury Long-Term

Domestic Tax-Free
California Tax-Free Bond
Georgia Tax-Free Bond
Intermediate Tax-Free High Yield
Maryland Short-Term Tax-Free Bond
Maryland Tax-Free Bond
New Jersey Tax-Free Bond
New York Tax-Free Bond
Summit Municipal Income
Summit Municipal Intermediate
Tax-Free High Yield
Tax-Free Income
Tax-Free Short-Intermediate
Virginia Tax-Free Bond

MONEY MARKET FUNDS

Taxable
Cash Reserves1

Government Money2

U.S. Treasury Money2

MONEY MARKET FUNDS (CONT.)
Tax-Free
California Tax-Free Money1

Maryland Tax-Free Money1

New York Tax-Free Money1

Summit Municipal Money Market1

Tax-Exempt Money1

INTERNATIONAL/GLOBAL 

FUNDS

Stock
Africa & Middle East
Asia Opportunities
Emerging Europe
Emerging Markets Stock
Emerging Markets Value Stock
European Stock 
Global Consumer
Global Growth Stock
Global Industrials
Global Real Estate
Global Stock
Global Technology
International Concentrated Equity
International Discovery
International Equity Index
International Stock
International Value Equity
Japan
Latin America
New Asia
Overseas Stock
QM Global Equity

Bond
Dynamic Global Bond
Emerging Markets Bond
Emerging Markets Corporate Bond
Emerging Markets Local Currency Bond
Global High Income Bond
Global Multi-Sector Bond
International Bond

T. Rowe Price Investment Services, Inc.  
100 East Pratt Street 
Baltimore, MD 21202

This page contains supplementary information that is not part of the shareholder report.

T. Rowe Price Mutual Funds

Call 1-800-225-5132 to request a prospectus or summary prospectus; each includes investment objectives, risks, fees, 
expenses, and other information that you should read and consider carefully before investing.
 ‡ Closed to new investors except for a direct rollover from a retirement plan into a T. Rowe Price IRA 
invested in this fund.

ˆ The Target Date Funds are inclusive of the Retirement Funds, the Target Funds, and the Retirement 
Balanced Fund.

 1 Retail Funds: You could lose money by investing in the Fund. Although the Fund seeks to preserve the 
value of your investment at $1.00 per share, it cannot guarantee it will do so. Beginning October 14, 
2016, the Fund may impose a fee upon the sale of your shares or may temporarily suspend your 
ability to sell shares if the Fund’s liquidity falls below required minimums because of market 
conditions or other factors. An investment in the Fund is not insured or guaranteed by the Federal 
Deposit Insurance Corporation or any other government agency. The Fund’s sponsor has no legal 
obligation to provide financial support to the Fund, and you should not expect that the sponsor will 
provide financial support to the Fund at any time.

 2 Government Funds: You could lose money by investing in the Fund. Although the Fund seeks to preserve 
the value of your investment at $1.00 per share, it cannot guarantee it will do so. An investment in the 
Fund is not insured or guaranteed by the Federal Deposit Insurance Corporation or any other government 
agency. The Fund’s sponsor has no legal obligation to provide financial support to the Fund, and you 
should not expect that the sponsor will provide financial support to the Fund at any time.


