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Section 1: Introduction 
 

This document is created for and maintained by the Investment Sub Committee (ISC).  The Trustee is 

responsible for the management of the Plan’s investments. The Trustee recognises the specialist 

technical nature of investment management and has established an ISC.  The ISC is provided with 

formal terms of reference approved by the Trustee, to provide greater focus and appropriate level of 

expertise to assist and advise on investment matters for the Plan.  The majority of the members of the 

ISC will be Trustee Directors.  At any given time, the Plan is represented on the ISC by at least three 

Trustee Directors along with other suitably experienced individuals. 
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Appendix A:  Defined Benefit section 

objectives and long term policy 
 

The Plan’s benchmark asset allocation is detailed in the table below. 

 Strategic Asset 

Allocation* (SAA) 

(%) 

Allocation as at 31 

December 2018 

(%) 

Return seeking assets               43.5          43.46 

 Passive equities 10.0  11.66 

 Global equities (Market cap weighted) 5.0 6.04 

 Global equities (Economically  weighted) 5.0 5.62 

 Private Markets 13.0 14.29 

Secure Income Assets 5.0 - 

 Alternatives 15.5 17.51 

 Diversifying Strategies 8.0 6.89 

 Sovereign Credit 3.0 2.94 

 Multi-strategy alternative credit 4.5 4.71 

 AAA CLOs - 2.96 

Liability Matching Asset allocation          55.5*          56.54 

 SSgA LDI pooled funds - - 

 Pensioner buy-in - - 

Cash               1.0 - 

Total               100.0 100.00 

 

*This is the total proportion of the liability matching allocation.  Allocations to the Pensioner buy-in cannot be defined as these will change over time. 
The buy-in price was £254m, as at the date of the transition and is re-valued on an annual basis. The allocation of the LDI pooled funds (as a 
percentage of Plan assets) changes depending on the valuation of the buy-in in.    

 

The actual asset allocation relative to the benchmark asset allocation will be assessed on a quarterly 

basis.  Adjustments will be made as required, as advised by the Plan’s advisors.  

In July/August 2012, the Trustee purchased a deferred premium pensioner buy-in insurance policy in 

order to address the interest rate, inflation and mortality risk associated with these liabilities.  This 

involved selling corporate bonds and some government bonds, with the remaining bonds being 

restructured.  The buy-in provider Legal & General Assurance Society will take on pensioner liabilities 

after the 10 year deferment period.  After 10 years it is expected that the Plan will be protected 

against inflation and interest rate risk for these liabilities. 

In July 2013, the Trustee agreed to implement a Liability Driven Investment approach (‘LDI’).  The 
approach aims to hedge the inflation and interest rate risk of the Plan using derivatives.  

The Trustee has made a long-term commitment to allocate 15.5% of Plan assets to alternative asset 

classes, which includes an allocation to diversifying strategies, multi-strategy alternative credit and 

sovereign credit as described above.  In October 2018, the Trustee agreed to gradually wind down 

the AAA CLO allocation over the course of three years with a view to use the proceeds to partially 

fund the 5% allocation to Secure Income Assets.  In addition, the Trustee has made a long-term 

commitment to 13% of Plan assets allocated to private markets.  
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The Plan has a strategic allocation to cash in order to manage Plan liquidity needs.  

The Trustee considers this asset allocation to include suitable investments, to be appropriately 

diversified and to provide a reasonable expectation of meeting the objectives.  In addition, the Trustee 

will review this policy regularly to ensure that it remains appropriate for the purposes of meeting the 

objectives. 
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Appendix B:  Asset class assumptions 
In September 2018 the Trustee, in conjunction with the Investment Consultant, reviewed the strategic 

asset allocation of the Plan. 

The risk and return assumptions as at 31 December 2017 used in the analysis are shown below: 

Assumptions were also made for the correlation between the different asset classes. 

The Trustee’s expectations for future investment returns are consistent with the central assumptions 
shown, but the Trustee recognise that fluctuations from year to year can be very large.  
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Appendix C:  Investment manager 

structure 
 
The Trustee considers advice and recommendations from the Investment Consultant about suitable 
investment manager arrangements.  The manager line-up and allocation may change from time to 
time. 

Asset class Manager/mandate Benchmark index % of total Plan 
benchmark 

Return-seeking 

allocation 

  43.5% 

Passive equities*   10.0%  

Global equities (Adaptive 

Capped weighted – ESG 

overlay) 

State Street Global 

Advisors 

MSCI Adaptive Capped ESG 

Index 

5.0% 

Global equities 

(Economically weighted) 

State Street Global 

Advisors 

FTSE RAFI AW - 3000 5.0% 

Other Alternatives   18.5% 

AAA CLO Alcentra FTSE Sterling Corporates AAA 

Index 

3.0% 

Diversifying Strategies   8.0% 

Emerging Market 

Currency 

State Street Global 

Advisors 

3 month LIBOR USD +3% - 

Market-Neutral Equity Systematica 3 month LIBOR USD +3% - 

Merger Arbitrage Magnetar 3 month LIBOR USD +3% - 

Momentum GSA SG Trend Index (USD) - 

Reinsurance Credit Suisse Asset 

Management 

3 Month UK Treasury Bills - 

Multi-strategy alternative 

credit 

 

 

Brigade Credit Offshore 

Fund II Ltd 

50% BofA Merril Lynch High Yield 

Master II Constrained Index and 

50% Credit Suisse Leveraged 

Loan Index 

4.5% 

Sovereign Credit Franklin Templeton 

Investors 

JP Morgan Global Government 

Bond Index (Hedged) 

3.0% 

Private markets    15.0% 

Private markets    10.0% 

 Goldman Sachs Asset 

Management 

70% FTSE All-Share/30% FTSE 

World (ex UK) 

- 

 Morgan Stanley 

Investment Management 

   FTSE All-World - 

Private equity American Securities VI 

American Securities VII 

FTSE All-World 

FTSE All-World 

- 

 Advent   FTSE All-World - 

 Axiom Asia  FTSE All-World Asia Pacific - 

 Sun Capital FTSE All-World - 

 Energy Capital Partners  FTSE All-World  

 Francisco Partners  FTSE All-World  - 
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* As agreed by the Trustees, the allocation to passive equities will be split 50/50 between equally-weighted and economically weighted indices. In practice, this split may 

vary due to de-risking switches, cash disinvestments and other portfolio liquidity requirements.  

**The buy-in price was £254m. This translates to c32% of assets as at 21 July 2012. This will fluctuate over time and therefore the LDI portfolio will be re-balanced as 

required. 

***The bespoke fund of one liability driven investment portfolio (‘LDI’) managed by State Street was implemented on 10 April 2017. This portfolio includes an allocation to 

a cash fund to manage liquidity.  

 

 

 

 

 

The table below shows investment arrangements for the defined benefit assets of the Plan:  

 SC Management (RECAP 

IV) 

Absolute return - 

 Altas Partners Absolute return - 

 CDH Investments Absolute return - 

 Mobeus Equity Partners Absolute return - 

 Cabot Square Capital Absolute return - 

Property CBREGI  Absolute return - 

 

Private markets    5.0% 

Property LGIM Heitman Global 

Prime Property 

FTSE EPRA/NAREIT Global 

Developed Real Estate Index + 

0.5% 

- 

    

Agriculture TIAA CREF (Global 

Agriculture II) 

Absolute return - 

Infrastructure Ancala Partners Absolute return - 

Infrastructure LGIM  

 

MFG Core Infrastructure Hedged 

Index 

- 

Illiquid Credit Hayfin 

 

Credit Suisse Western European 

Leveraged Loan Index 

  

- 

 

 

Liability matching 

allocation 

  55.5%** 

Liability Driven 

Investment*** 

State Street Global 

Advisors 

n/a - 

    

    

    

    

Pensioner buy-in Legal & General 

Assurance Services – 

insurance/annuity 

Deferred premium (10 years) - 

Cash  7 Day LIBID 1.0% 

Total   100.0% 
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Manager  Performance objective 

Legal & General passive 

funds 

Various managers - 

Cash 

 To track the total return of the relevant benchmark indices. 

 

Exceed the 7-Day LIBID benchmark over a rolling three year period. 

State Street Global 

Advisors (RAFI Equity) 

 To track the total return of the FTSE RAFI All-World 3000 index 

State Street Global 

Advisors (Adaptive 

Capped ESG Equity) 

 To track the total return of the MSCI Adaptive Capped ESG Index 

State Street Global 

Advisors (LDI portfolio) 

 To provide a leveraged return in line with each fund’s individual benchmark 

(either a specified gilt, index-linked gilt, interest rate swap or real-rate swap) 

CBREGI  To achieve a total return of between 8% - 10% per annum net of all fees and 

expenses by obtaining diversified exposure to pan-European real estate 

(excluding the UK) through the Investment Funds and/or Property Related 

Assets. 

Credit Suisse  To exceed the 3 month UK Treasury Bills benchmark by 3% (net of fees) per 

annum. 

GSA  To exceed the performance of the SG Trend Index 

Systematica  To achieve 3 month LIBOR USD + 3% 

State Street Global 

Advisors (Emerging 

Markets Currency Fund) 

 To achieve 3 month LIBOR USD + 3% 

Magnetar  To achieve 3 month LIBOR USD + 3% 

Ancala  To generate an absolute return in excess of publicly quoted equity markets. 

Goldman Sachs 

Morgan Stanley 

Axiom 

 To generate an absolute return in excess of publicly quoted equity markets. 

To generate an absolute return in excess of publicly quoted equity markets. 

To generate an absolute return in excess of publicly quoted equity markets. 

American Securities  To generate an absolute return in excess of publicly quoted equity markets. 

Advent International  To generate an absolute return in excess of publicly quoted equity markets. 

Francisco Partners  To generate an absolute return in excess of publicly quoted equity markets. 

Sun Capital  To generate an absolute return in excess of publicly quoted equity markets. 

Cabot Square Capital  To generate an absolute return in excess of publicly quoted equity markets. 

Altas Partners  To generate an absolute return in excess of publicly quoted equity markets. 

CDH Investments   To generate an absolute return in excess of publicly quoted equity markets. 

Mobeus Equity Partners  To generate an absolute return in excess of publicly quoted equity markets. 

Alcentra   To exceed the FTSE Sterling Corporates AAA Index. 

Heitman Global Prime 

Property  

 To exceed the FTSE EPRA/NAREIT Global Developed Real Estate Index + 

0.5%. 

Hayfin  To generate a meaningful premium over public loan markets 

Brigade  To generate 2% pa (gross) performance ahead of the benchmark over a full 

market cycle 

SC Management  15% net returns through opportunistic real estate investments in Asia Pacific 

TIAA CREF  6.5-10.5% net after tax returns through a globally diversified farmland 
investment strategy 

Energy Capital Partners 

(ECP) 

Franklin Templeton 

Investors 

 To generate an absolute return in excess of publicly quoted equity markets 
 
To maximize total return, with a combination of interest income, capital 
appreciation and currency gains 
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Other arrangements 

Northern Trust will provide custody and performance services to the Plan. 

Appendix D:  Defined Benefit funding 
objectives 

The actuarial valuation of the Plan as at 1 January 2018 revealed a funding surplus (value of assets 

minus technical provisions) of £73.6 million.  As the Plan had a surplus on the technical provisions 

basis there was no need for a recovery plan. The Company will pay contributions in respect of future 

benefit accrual, PPF levies and to meet the cost of life assurance premiums, but exclusive of 

contributions in respect of SMART Pensions payable on behalf of members. 

 

Appendix E:  Additional Voluntary 
Contributions (“AVCs”) 

3.10 The Trustee provides a facility for members to pay AVCs into the Plan to enhance their 
benefits at retirement.  

 
3.11 At present for both sections of the Plan the Trustee offers members the facility to invest in a 

range of funds with Legal & General. 
 
3.12 Historical DB AVC arrangements with the Equitable Life Assurance Society and Prudential 

also exist; however, they are not open to further contributions. 
 
3.13 DC members can invest the AVC in line with the options available in the DC section.  
 
3.14 The Trustee monitors the investment performance and reviews the appropriateness of the 

arrangements for AVCs from time to time. 
 

 
Appendix F:  Defined Contributions 
section 

The Trustee seeks to acquire secure assets of appropriate liquidity which will generate income and 

capital growth which, together with new contributions from members and the employer, will provide a 

fund at retirement with which to purchase a pension annuity. 

Members' investment needs change as they progress towards retirement age.  Younger members, 

e.g. those with more than 10 years to retirement, have a greater need for real growth to attempt to 

ensure their investment accounts keep pace with inflation and, if possible, salary escalation.  Younger 

members will also, all other things being equal, have a greater tolerance for volatility of returns, as 

they have a greater time to retirement in which markets may come back in line from any temporary 
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low.  Older members, e.g. those with 10 or less years to retirement, will require a greater level of 

consistency in the amount of annual pension which may be purchased with their investment accounts.  

Members will also have differing personal preferences. 

The Trustee’s policy is to seek to achieve the objectives by providing a range of funds which together 

offer a suitable mixture of real and monetary assets.  They recognise that the returns on real assets, 

while expected to be greater over the long term than those on monetary assets, are likely to be more 

volatile. 

The defined contribution section currently offers two strategies for members, flexicycle and self-select: 

Flexicycle 

 In the flexicycle option there are two different growth funds to choose from each with a real 

return aim: 

– Moderate Growth Fund. 

– Accelerated Growth Fund. 

 The funds listed below are Legal & General funds. 

The default growth fund is the Accelerated Growth Fund, unless you join the Plan at age 50 or 

over, in which case it is the Moderate Growth Fund.   

The current growth funds are blended as follows:  

Underlying Investment Funds Accelerated Growth Moderate Growth 

MSCI All World Adaptive Capped ESG Index Fund 50% - 

Global Equity (RAFI Indexation) Fund 50% - 

Diversified Growth Fund - 100% 

 

 Members will be asked to choose to make a decision to de-risk at two points leading up to 

retirement.  The first stage is at 20 years from retirement where the Accelerated Fund is 

switched into the Moderate Fund.  

 Members can choose to remain in the Accelerated Fund.  Members can then choose the final 

de-risking period into their chosen at-retirement portfolios over the following timescales: 

– 5 years 

– 10 years 

 

 The default switching period is 10 years for members who do not make a decision 

 The growth funds are switched over the selected period into the pre-retirement fund and the 

cash fund so that at selected retirement the assets are invested in 15% Moderate Growth, 

60% Pre-retirement Fund and 25% Cash.  The switches are one way i.e. no rebalancing back 

to growth assets during the switching period. 

 Members will be asked to choose their target retirement age, from between 55-75 years old.  

 The default strategy will be based on the State Pension retirement age for members who do 

not make a decision.   

The Trustees have agreed to provide members with a choice of three portfolios targeting different at-

retirement objectives: 

– Lump sum focus 

– Guaranteed income focus 

– Drawdown focus 
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 The default strategy targets Guaranteed Income as a member reaches their selected 

retirement age.  

Underlying funds Guaranteed 

Income 
Lump Sum Drawdown 

Moderate Growth Fund 15% 25% 60% 

Pre-retirement fund 60% - 30% 

Cash 25% 75% 10% 

 

Self-select 

 The self-select funds are as follows: 

 

– Legal & General UK equity index fund 

–       Legal & General World equity index fund (unhedged) 

–       Legal & General World equity index fund (hedged) 

– Legal & General World emerging markets equity index fund 

–       Legal & General Ethical global equity index fund 

–       Legal & General Property fund 

–       Legal & General AAA-AA-A corporate bond all-stocks index fund 

–       Legal & General Pre-retirement fund 

–       Legal & General Cash fund 

-       Legal & General HSBC Islamic global equity index fund 

Further details of the options and funds are available to members in separate documents. 

The Trustee considers from time to time whether the range of funds being offered is appropriate.   

 


