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It’s due partly to regulatory rules but also 
partly due to a failure in process for capturing 
improved funding levels when they arise. 

Having recognised the problem, many Trustees 
and DB employer sponsors are seeking to 
improve the way their scheme’s funding level 
(ratio) is managed. 

Consequently new services are coming to 
market. De-risking or re-risking is a core feature 
but the most popular name for these services is 
Fiduciary Management (FM).

Why are there such large fluctuations year on 
year in forecasting possible outcomes in the 
funding of DB deficits by a pensions industry 
that is supposed to focus on the long term?

QUESTION

ANSWEr



The Pros and Pitfalls in selecting 
a de-risking service or Fiduciary 
Manager

Influenced by the degree of shortfall in scheme 
funding, a trustee board will tend to have a feel 
for where it lies on the spectrum of investment 
expertise and capacity for risk. To fill any gaps in 
proficiency, an offer by the scheme’s  actuarial or 
investment advisers to help handle risk less fearfully 
and to mitigate periods of funding discomfort, by 
introducing their own firm’s FM or de-risking service 
can be beguiling – to the extent comparisons fail to 
be made.

From a ‘best buy’ perspective it is therefore important to first 
determine whether the advisers who are advocating FM are 
restricted to being able only to recommend their own firms’ 
products (tied agents), or are able to advise from a whole of 
market standpoint (independent).  

Various combined influences therefore 
need to be broken down, which is 
why when appointing an FM provider 
or de-risking service, nominated and 
professional trustees, in consultation 
with the sponsoring employer, should 
as a safeguard receive procurement 
advice derived from an independent 
rather than from a tied source. By 
being independent it is here that Shape 
makes the difference, especially given 
our advisory background.  

Note: Trustees failing to make comparisons between de-risking 
service providers by simply appointing whatever is to hand occurs 
mainly in the medium to smaller end of the market (i.e. funds 
below £150m).
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The FM Market

FM, the passing of responsibility for the asset side of the 
balance sheet to a third party has been growing, which is 
quite understandable in light of persistent DB deficits.

The providers who offer an FM service fall into the 
following categories: 

■ Fund Managers

■ Investment Banks

■ Benefit Consultancies

■ Stand-alone FM firms 
■ Multi Managers/Manager of Managers            

Whether prompted by the latest funding level report or by the 
results of a recent triennial valuation, it is increasingly likely 
that trustees will wish to select an FM or a de-risking service 
from the above listing to help overcome stubborn deficits. 
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Tony Strong 

Director

Shape Pension Consultants is an independent 
pension consultancy providing a practical, impartial, 

professional advice service to pension funds of all sizes.
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About Shape

Our approach to assisting you in FM or in de-risking 
service selection, either as a one off exercise or as part of 
a project, ensures the comfort gained from the devolution 
of a broad swathe of investment responsibilities is not 
outweighed by a perceived discomfort of being used to 
further the nexus of interests between consultants and 
investment managers.

We take a whole of market perspective when making 
selections or giving recommendations and are not tied 
to any particular FM or de-risking service. We find that 
this is reassuring for trustees and sponsoring employers 
looking to consolidate improved funding levels when they 
arise*, including the cost effective movement towards 
insurance, through the timely capture of favourable 
pensioner buy-out/buy-in prices.

 Whether or not you have already started 
on your FM or de-risking journey, phone 
for an introductory chat or send an 
email, our contact details are shown 
overleaf.

* During an FM procurement exercise 
we can temporarily monitor your 
Scheme’s funding level (technical 
provisions) without disrupting your 
actuarial service providers. Of course 
any adjustments arising from FM 
would in any event be subject to full 
consultation.



Tony Strong

Geoff Arnold

Terence 
Prideaux

Tony Strong (Director) has always 
worked in DB pensions at Corporate 
level with particular focus on scheme 
asset allocation.

Geoff Arnold (Actuary) is a DB 
specialist bridging actuarial and 
investment disciplines.

Terence Prideaux is a former global 
bond fund manager focusing on asset 
allocation adaptations. 

Our joined up thinking leads to  
greater cohesion all round
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Shape Pensions Consultants
Kinnaird, Broich Terrace, Crieff, Perthshire, PH7 3BD 

Tel: 01764 656484 
www.shapepensions.co.uk

Shape Pensions Consultants is a trading name of  
Shape Pensions & Advisory Services Limited
Registered in England & Wales No 07055195.  

Authorised and regulated by the Financial Conduct Authority 
Financial Conduct Authority Number 521904.
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Selecting a de-risking service 
Efficient FM Solutions

To get in touch, contact  
Tony Strong

Office 01764 656484 
Mobile 07540 183261

Email tony@shapepensions.co.uk 

http://www.shapepensions.co.uk
mailto:tony%40shapepensions.co.uk?subject=Defined%20Benefit%20Schemes

