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Introduction
This summary in conjunction with the enclosed Shape leaflet 
seeks: 

a)  To introduce potential alternatives to better manage your scheme’s 

funding level

b) For these alternatives to be considered by the Trustees

c)  To compare the alternatives to the Trustees current approach to 

scheme investments.
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3Graphic background to the funding problems currently faced 
by many DB Trustees  

Fig 1 Fig 1 shows that at the start 

of 2014 the consensus view 

was that yields by the year 

end would be 3.4% and 

that Pension Funding Levels 

would continue to rise. But 

by the end of 2014 the 

opposite had happened and 

yields had fallen to 1.8%. The 

uncertainty is ongoing.

Fig 2 illustrates how deficits 

increased across the board 

due to falling Gilt yields 

from data collected by the 

Pension Protection Fund for 

the period ending December 

2014. Funding levels are yet 

to recover.

Fig 3 the analysis is based 

on the asset allocation for a 

typical DB pension scheme 

and demonstrates how 

market opportunities to 

improve funding levels during 

2014 would have been 

missed, unless a scheme 

had a pre-agreed investment 

trigger mechanism (i.e. a set 

of pre agreed decisions) in 

place ready to implement.

Fig 2

Fig 3



Notes:
Data from the Pension Protection Fund for the period  February 2003 to January 2015 

shows that the month to month change in funding level (ratio) was 3% on average 

(either up or down) but the change in funding level during some months could vary from 

more than –7% to +7%.

A typical trigger framework involves reducing exposure to risky, return seeking assets at 

times when a scheme’s funding level has improved but it is imperative to be able to act 

quickly before the funding level once again falls below the pre agreed trigger level.

There are many examples over recent years where pension funds could have reduced 

risk and to have locked in funding level improvements.  

The following brief set of questions serve as prompts for 
discussion (you may wish to consider all questions or just 
those you feel are relevant to your trustee board)

1)    What are the top reasons for seeking to improve your Scheme’s investment 

process?

 (Please choose & rank up to 3 reasons)

  Meet growth asset return targets

  Facilitate the inclusion of more complex asset classes/strategies

  Speed up investment management decisions  

  Provide more confidence/certainty in outcomes

  Improve the scheme’s funding level

  Produce a better outcome than the current advisory approach

  Speed up asset allocation decisions

  Reduce costs of managing the scheme

  Improve liability/risk management 

  Other (please specify below)
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2) Is there anything amiss with the schemes current investment manager(s)?

3) What are the trustees trying to achieve?

  A funding level of 100%+ (i.e. a self-sufficient funding level).

   To secure a buy out/buy in for current pensioners in order to simplify the 

scheme’s investment profile.  

  Other (please specify below)
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4)    Do you currently use an investment consultant to advise on your scheme’s 

investment strategy?

  Yes – on a fully delegated basis 

  Yes – on a partially delegated basis

  No – the consultant makes recommendations for trustee decision 

5)  Are the trustees currently considering one of the recently introduced web 

based de-risking facilities?

6)  How would you prefer to choose a de-risking service (sometimes called 

fiduciary management or implemented consulting)?  

  Competitive tender process without assistance from an independent consultant 

  Competitive tender process with assistance from an independent consultant

   Using your current actuarial/investment consultancy who offer their own de-

risking or FM service without tendering 

Note:  de-risking or FM services can be separately procured without disrupting or 

changing your current consultants/advisers



7) What is the capital value (£) of your pension scheme’s fund?

  Less than £25m

  £25m to £50m

  £50m to £100m

  £100m to £500m

  Above £500m 

To register your interest or to find out more, answer as many questions as 

appropriate and scan or post your answers back to us using the contact details 

below.   

 

Tony Strong, Director

Shape Pensions Consultants

Kinnaird, Broich Terrace, Crieff

Perthshire PH7 3BD

Tel: 01764 656484

Call Tony Strong for a no obligation talk through your needs, or email him direct at

tony@shapepensions.co.uk 

Otherwise contact us below:

enquiries@shapepensions.co.uk 
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