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How we invest

We invest in a mix of:

•	� Assets that move in line with pension 
liabilities (like gilts).

•	� Credit assets (which deliver returns 
above the cost of pension liabilities).

•	� Equities, both public and private, to 
grow the Plan’s assets over the long 
term. The aim is to balance growth 
with stability.

DB Section

•	� Your savings are invested in pooled 
funds managed by specialist 
investment managers.

•	� The default lifestyle strategy gradually 
moves your money from higher risk 
to lower risk investments as you 
approach retirement.

•	� A Cash fund is available for members 
wanting short term stability.

•	� A Shariah compliant investment 
option is also available.

DC Section
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Summary
The Statement of Investment Principles, or SIP, sets out how the Trustee looks after the 
Cummins UK Pension Plan’s investments safely and responsibly. It applies to both the Defined 
Benefit (DB) and Defined Contribution (DC) Sections of the Plan.

We review the SIP regularly to make sure it stays up to date with laws, guidance, the economy 
and members’ needs.

As the SIP is a technical document, we’ve provided this summary to highlight the points that 
may be of interest to you.

•	� Make sure the Plan has enough 
money to pay all future benefits.

•	� Aim to be slightly more than fully 
funded — 103% funded by the early 
2030s.

•	� Invest to grow the Plan’s assets 
steadily while controlling risk.

Our main aims

DB Section

•	� Help you build a pension pot that 
meets your retirement goals.

•	� Provide a range of investment options 
so you can choose what’s right for you.

•	� Offer a default option if you’d prefer 
not to manage your own investments.

•	� Minimise long-term costs to members.

DC Section
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Diversified

How we monitor investments

The Trustee works with professional advisers to ensure the Plan’s investments are:

The Trustee’s priority is to invest your pension savings securely and responsibly to help DB 
members receive their promised benefits and to support DC members in building a strong 
pension account.

The Trustee monitors the investment managers closely and challenges them if needed.

Cost effective Performing  
as expected

Managed 
responsibly and  

in line with  
long term goals

How we approach to responsible investing

We believe environmental, social and governance (ESG) issues matter for long term returns. 
This includes climate change. 

The Trustee:

Supports  
      strong 

stewardship 
and voting 
practices

Encourages 
managers to 
engage with 
companies  

on ESG issues

Aims to align 
the Plan’s assets 

with net zero 
emissions  

by 2050

Offers ethical 
options in the 
DC section for 
members who 

want them

Managing risks

We monitor a wide range of risks, such as:

� Market ups and downs Inflation Interest rate movements

How well the employer 
can support the PlanCurrency movements Fees and costs
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Introduction
1.1	�� This document is the Statement of Investment Principles (SIP) made by the Cummins UK 

Pension Plan Trustee Limited (the Trustee) for the Cummins UK Pension Plan (the Plan) 
in accordance with the requirements of Section 35 of the Pensions Act 1995 (as amended 
by the Pensions Act 2004 and regulations made under it). This SIP also considers the 
Pension Regulator’s guidance on investments.

1.2	 The Trustee will review this SIP at least every three years and without delay after any 
significant change in investment policy or in the demographic profile of the members 
invested in the DC default arrangements. Before finalising this SIP, the Trustee took 
written advice from the Plan’s investment consultant, Lane Clark & Peacock LLP (LCP), 
and also consulted Cummins Inc., the parent company of the principal employer of 
the Plan, Cummins EMEA Holdings Limited (EMEA Holdings). The ultimate power and 
responsibility for deciding investment policy, however, lies solely with the Trustee.

1.3	 The Plan operates for the exclusive purpose of providing retirement benefits and death 
benefits to eligible participants and beneficiaries. The Plan’s benefits are provided on 
both a defined benefit (the DB Section) and defined contribution (the DC Section) basis. 
This SIP covers both the DB Section and DC Section of the Plan, including the additional 
voluntary contribution (AVC) arrangements.

1.4	 The Plan is registered under the Finance Act 2004. 

1.5	 We have produced a separate SIP Appendix document, which details further background 
and other matters relevant to the Plan’s investments, but which are not required to be 
included in the SIP.
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Third-party service providers

Plan actuary

2.1	 The Plan actuary’s responsibilities in relation to the DB Section include:

	�a.		Performing the triennial valuations of the Plan (or more frequently, as required) and 
advising on the appropriate contribution levels for the future.

	�b.		Liaising with the investment consultant on the suitability of the Plan’s investment 
strategy, given the financial characteristics of the Plan.

Investment consultant

2.2	 The investment consultant’s responsibilities include:

	a.		Advising the Trustee and ISC, as requested:

•	 through consultation with the Plan actuary where appropriate.

•	 on matters concerning the investment strategy.

•	 on the implementation of the chosen investment strategy.

•	 on supporting the Trustee’s aspiration for the Plan’s assets to have net zero 
greenhouse gas emissions by 2050.

	b.		Undertaking project work as requested, including:

•	 investment strategy reviews.

•	 investment implementation reviews.

Custodian

2.3	 The custodian’s responsibilities in relation to the DB Section include:

	a.	The safekeeping of the Plan’s assets.

	b.	Regular and accurate reporting of the Plan’s assets.

	c.	Regular and accurate performance measurement of the Plan’s assets.

Legal counsel

2.4	 The legal counsel’s responsibilities include:

	 a.	Providing the Trustee with advice on legal matters in relation to the Plan’s activities.

	 b.	�Reviewing documentation in relation to the Trustee’s service providers and investment 
managers and other associated documentation as required by the Trustee.
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Platform provider (DC and AVC arrangements)

2.5	 The investment platform provider will be responsible for:

	a.	Providing access to a range of funds managed by various investment managers.

b.	Providing us with regular information concerning the management and performance 
of the assets.
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Objectives
3.1	 The long-term objective of the Trustee for the DB Section is to reach 103% funding on a 

self-sufficiency basis towards the first half of the 2030s. This target was set following the 
results of the 2024 Actuarial Valuation and the subsequent investment strategy review, 
and took into account the target return of that new investment strategy and level of 
employer contributions. In seeking to achieve its objective, the Trustee is mindful of the 
need to:

a.		Acquire suitable assets of appropriate liquidity that will generate income and 
capital growth to meet, together with new contributions from members and the 
participating employers, the cost of current and future benefits that the Plan provides. 
The Trustee currently targets a return of around 1.4% per annum above the return on 
long-dated gilts.

b.		Achieve appropriate diversification and limit the risk of the assets failing to meet the 
liabilities over the long term.

c.		Minimise the long-term costs of the Plan by maximising the return on the assets while 
allowing for the objectives shown under a and b.

3.2	 The long-term objective of the Trustee for the DC Section is to help members build up 
enough capital to meet their retirement objectives and support them with their AVC 
savings. In seeking to achieve this objective, the Trustee is mindful of the need to:

a.		Provide DC Section members with access to an appropriate range of investment 
options with appropriate liquidity that will generate income and capital growth which, 
together with new contributions from members and the participating employers, 
will provide a fund at a member’s selected retirement age with which to target the 
member’s selected retirement objective.

b.		Provide members with AVC savings with a range of investment options which broadly 
satisfies the risk profiles of all members, given that members’ benefits will be directly 
determined by the value of the underlying investments.

c.		Provide members with access to a default investment option that the Trustee  
believes to be reasonable for those members who do not want to make their own 
investment decisions.

i.	 The objective of the DC Section and AVC savings’ default is to generate returns 
above inflation while members are far from their selected retirement age, and to 
switch automatically and gradually to lower-risk and expected-return investments 
as members get closer to their selected retirement age, with the asset allocation 
at their selected retirement age designed to be appropriate for members taking 
income drawdown.

ii.	 A further objective of the Cash Fund is to serve as a default, providing short-term 
savings protection for members unwilling or unable to make a choice about where 
to invest their contributions and/or savings due to fund closures.
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d.		Provide members with a lifestyle investment option which allows them to invest 
according to Shariah-compliant religious beliefs.

i.	 The objective of the Plan’s Shariah-compliant lifestyle strategy is to generate returns 
above inflation while members are far from their selected retirement age, and to 
switch automatically and gradually to lower-risk and expected-return investments 
as members get closer to their selected retirement age, using only shariah-
compliant funds. 

e.		Understand that members’ investment needs change as they progress towards their 
selected retirement age.

f.		 Minimise long-term costs to members while allowing for the objective shown under a.
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Investment strategy
4.1	 The Trustee has received advice to determine an appropriate investment strategy 

for the Plan. The Trustee has a desire to diversify its risk exposures and to manage 
its investments efficiently and has therefore delegated responsibility for investment 
decisions to its investment sub-committee (ISC). All decisions of the ISC will be recorded 
in committee minutes and made available to the full Trustee board.

4.2	 The DB Section investment strategy makes use of three key types of investments:

a.		instruments that provide a match to changes in liability values.

b.		credit assets that aim to provide an additional yield over pure matching investments, 
which also provide a broad match against changes in buy-out pricing.

c.		equity assets that aim to provide a return over the liabilities over the long-term, 
including listed equities and legacy private market assets.

	 The Plan also has a diversifying assets allocation which is not considered part of the 
investment strategy as it is in wind-down and is no longer a meaningful allocation.

4.3	 The DB Section investment strategy makes use of a mixture of passive and actively 
managed portfolios.

4.4	 The DC Section default was designed to be in the best interests of most of the members, 
based on analysis of the demographics of the membership. The default option for DC 
Section and AVC members targets income drawdown at their selected retirement age 
which the Trustee believes is appropriate based on analysis of the membership and 
its view of how members will want to take their benefits. The target for the Cash Fund 
default is short-term protection given the expected short-term nature of the holdings.

4.5	 The Trustee will monitor member behaviour to check whether assumptions made about 
how members will access their benefits are borne out in practice.

4.6	 The DC Section’s default strategies are disclosed in Appendix B.

4.7	 The balance within and between these investments will be determined from time to 
time in relation to balancing the risks and return to help achieve the Plan’s investment 
objective.

4.8	 For the DB Section, the Trustee, together with the Plan’s administrators, will ensure that it 
holds sufficient cash to meet the likely benefit outgo from time to time.

	 The Trustee’s policy is that there should be sufficient investments in liquid or readily 
realisable assets to meet unexpected cashflow requirements in most circumstances. 
The Trustee has also determined a policy for meeting cashflow requirements that is 
consistent with the Plan’s overall investment policy.

4.9	 For the DC Section, the members’ accounts, including those invested in the default 
arrangements, are held in pooled funds which can be realised to provide pension 
benefits at a member’s selected retirement age, or earlier on transfer to another pension 
arrangement. The Plan will hold assets in cash and other money market instruments 
from time to time as may be deemed appropriate.



11	 Statement of Investment Principles

4.10	For the DC Section, investments in the default lifestyle arrangement include illiquid 
assets through one of the underlying funds in the Strengthen and Prepare funds. As 
such, members with 10 years or fewer to their selected retirement age will hold an 
investment in illiquid assets. The investment is held via a collective investment scheme. 
Currently these illiquid assets include UK direct physical property and private market 
credit, however, as the underlying fund is managed by an external manager, the 
allocation and type of illiquid assets may change over time. The Trustee has included 
these allocations within the default arrangements because it believes it will help achieve 
the overall investment objective for the DC Section by increasing returns for members 
and providing diversification benefits for members in the approach to their selected 
retirement age.

4.11	 The Cash Fund, which is another default arrangement, does not hold illiquid assets. This 
type of fund is offered with a view to provide members with liquidity and it would not be 
appropriate to invest in assets which may not be readily realisable. 

4.12	The Trustee believes long-term net investment returns can be enhanced by investing 
in illiquid assets and, as such, is monitoring the market for developments for further 
potential inclusion in the strategies. The Trustee recognises, however, that there are a 
number of risks with these types of assets and will assess further illiquid investments on 
a fund-by-fund basis, including but not limited to: fund availability on the investment 
platform; the expected return; the fees paid to managers; and, the structures in place to 
minimise the risks of investing in less liquid investments.

4.13	The Trustee monitors the existing arrangements, including illiquid assets allocation, and 
investment funds to ensure that they remain appropriate, on a regular basis.
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Investment managers
5.1	 In accordance with the Financial Services and Markets Act 2000, the Trustee will set 

general investment policies but will delegate responsibility for selection of specific 
investments to appointed investment managers, which may include insurance 
companies. The investment managers will provide the skill and expertise necessary to 
competently manage the investments of the DB and DC sections of the Plan.

5.2	 Before investing in any manner, we obtain and consider proper written advice from our 
investment adviser as to whether the investment is satisfactory, having regard to the 
need for suitable and appropriately diversified investments. For the purposes of S36 PA95, 
“proper advice” means: “….in any other case, the advice of a person who is reasonably 
believed by the trustees to be qualified by his ability in and practical experience of 
financial matters and to have the appropriate knowledge and experience of the 
management of the investments of trust schemes.”

5.3	 The Trustee is not involved in the investment managers’ day-to-day method of operation 
and does not directly seek to influence attainment of their performance targets. The 
Trustee will maintain processes to ensure that performance is assessed on a regular 
basis against a measurable objective for each manager (including those used within 
the DC default arrangements), consistent with the achievement of the Plan’s long-
term objectives and an acceptable level of risk. As part of this process, the Trustee has 
delegated the detailed monitoring of the Plan’s investment managers to its investment 
consultant.

5.4	 The Trustee also expects the investment managers, where appropriate, to engage with 
companies (and other relevant persons including, but not limited to, other investment 
managers, other stakeholders, and issuers/other holders of debt and equity) on matters 
such as performance, strategy, capital structure, management of actual or potential 
conflicts of interest risks, and environmental, social and corporate governance (ESG) 
issues concerning the Trustee’s investments.

	 The Trustee believes such engagement incentivises the investment managers to protect 
and enhance the long-term value of its investments.

	 The Trustee seeks to select investment managers with credible net zero targets, to 
support its own aspiration.

Alignment

5.5	 Alignment between a manager’s management of the Plan’s assets (including assets 
invested in the DC default arrangements) and the Trustee’s policies and objectives is 
a fundamental part of the appointment process of a new manager. When investing 
in a pooled investment vehicle, the Trustee will ensure the investment objectives and 
guidelines of the vehicle are consistent with its own objectives. Where segregated 
mandates are used, the Trustee will use its discretion, where appropriate, to set explicit 
guidelines within the investment management agreement. A measurable objective has 
been developed for the managers that is consistent with the achievement of the Plan’s 
longer-term objectives and this is:

	a. 	to perform in line with the performance targets relative to the relevant benchmark 
indices, listed in the investment manager agreement for each of the managers.
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	 Should the Trustee’s monitoring process reveal that a manager’s portfolio is not 
aligned with the Trustee’s policies, the Trustee will engage with the manager further to 
encourage alignment.

5.6	 We have signed agreements with the platform providers in respect of the DC and AVC 
Sections, setting out the terms on which the portfolios are to be managed. The platform 
providers make available the range of investment options to members. There is no 
direct relationship between the Plan and the underlying managers of the DC and AVC 
investment funds.

5.7	 For most of the Plan’s investments, the Trustee expects the investment managers to 
invest with a medium-to-long time horizon, and to use their engagement activity, where 
applicable, to drive improved performance over these periods.

5.8	 When assessing a manager’s performance, the focus is on longer-term outcomes, and 
the Trustee would not expect to terminate a manager’s appointment based purely 
on short-term performance. The Trustee’s view is that the fees paid to the investment 
managers (including those used within the DC default arrangements), and the possibility 
of their mandate being terminated, ensure they are incentivised to provide a high 
quality service that meets the stated objectives, guidelines, and restrictions of their fund. 
However, a manager’s appointment could be terminated within a shorter timeframe 
due to other factors such as a significant change in business structure or the investment 
team. The duration of a manager’s appointment will depend on strategic considerations 
and the outlook for future performance. If a manager is not meeting its performance 
objectives, the Trustee may consider alternative arrangements.

Fees

5.9	 Managers are paid based on the size of the portfolio, in line with normal market practice, 
for a given scope of services which includes consideration of long-term factors and 
engagement. It is the Trustee’s view that fees linked to investment performance increase 
complexity and in most cases do not materially improve alignment with long-term 
objectives. Such fee structures are therefore only used in a limited number of cases.

5.10	 The Trustee reviews the costs incurred in managing the Plan’s assets regularly (including 
assets invested in the DC default arrangements) which includes the costs associated 
with portfolio turnover. In assessing the appropriateness of the portfolio turnover costs 
at an individual manager level, the Trustee will look at the actual portfolio turnover and 
how this compares with the expected turnover range for that mandate. The Trustee 
recognises that portfolio turnover and associated transaction costs are a necessary part 
of investment management. Since the impact of these costs is reflected in performance 
figures used in our assessment of the investment managers, we do not explicitly monitor 
portfolio turnover. We expect our investment consultant to incorporate portfolio turnover 
and resulting transaction costs as appropriate in its advice on the Plan investment 
mandates.
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Social, environmental, governance and  
ethical issues
6.1	 The Trustee supports good stewardship in pursuit of its fiduciary duty and recognises the 

UK Stewardship Code 2020 as best practice.

6.2	 The Trustee encourages its investment managers to adhere to the principles of the Code, 
to document their policies on stewardship, and to disclose these publicly. This includes 
relevant matters including capital structure of investee companies, actual and potential 
conflicts, other stakeholders and ESG impact of underlying holdings.

6.3	 The Trustee does not monitor or engage directly with issuers or other holders of debt 
or equity. The Trustee delegates its voting rights to investment managers (including 
those used within the DC default arrangements) and expects these to be exercised 
where practical. The investment managers are required to provide regular reports to 
the Trustee detailing their voting activity (where applicable). Where investment style 
and resources permit, the Trustee encourages its investment managers to engage with 
investee companies and, where concerns arise, to promote the interests of long-term 
shareholders.

6.4	 The Trustee recognises that ESG factors (including climate change) can impact 
investment risk and return (including for the DC default arrangements) and, where 
investment style and resources permit, encourages its investment managers to take 
such factors into account in the exercise of their delegated duties. Other non-financial 
matters, such as individual members’ views are not considered in the selection, retention 
and realisation of the Plan’s investments (including the DC default arrangements). 
However, within the DC and AVC sections, the Trustee recognises that some members 
may wish for ethical matters to be considered in their investments and therefore has 
made available an investment option to members, detailed in Appendix B, which may be 
suitable for this purpose.

6.5	 The Trustee has selected some priority ESG themes to provide a focus for its monitoring 
of investment managers’ voting and engagement activities, including the investment 
managers used within the DC default arrangements. This is reviewed regularly and 
updated as appropriate. The Trustee has chosen these priorities because they are market-
wide areas of risk that are financially material for the investments and aim to address 
them via their stewardship activities. Therefore, the Trustee believes it is in its members’ 
best interests that its managers adopt strong practices in these areas. The Trustee 
communicates these stewardship priorities to its investment managers as appropriate. 

6.6	 The Trustee’s aspiration is to align its assets with net zero greenhouse gas emissions 
by 2050. As part of this, the Trustee seeks to select managers, and invest in funds, with 
credible net zero targets. 

6.7	 The investment consultant monitors the stewardship approach of the Plan’s investment 
managers and reports on this to the Trustee at least once a year. Where appropriate, 
the Plan’s investment consultant will engage with investment managers to encourage 
improvement.
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Other matters

Derivatives

7.1	 For the DB Section of the Plan, direct investment in derivative instruments may only 
be made when contributing to a reduction of risks or to facilitate efficient portfolio 
management (including the reduction of cost or the generation of additional capital or 
income with an acceptable level of risk), and any such investment must be made and 
managed so as to avoid excessive risk exposure to a single counterparty and to other 
derivative operations.

7.2	 For the DC Section of the Plan, underlying investment managers may utilise derivatives 
to manage risk however the DC Section does not invest in derivatives directly.

Additional voluntary contributions (AVCs)

7.3	 The Plan’s AVC arrangement provides for benefits to be accrued on a money purchase 
basis, with the value of members’ funds being determined by the value of accumulated 
contributions, adjusted for investment returns net of charges.

In selecting appropriate investments, the Trustee is aware of the need to provide a 
range of investment options which broadly satisfies the risk profiles of all members, 
given that members’ benefits will be directly determined by the value of the underlying 
investments.

Risk management

7.4	 The Trustee recognises risks involved in the investment of the assets of the Plan in 
relation to the DB Section:

	 Solvency risk and mismatching risk

•		 Are measured by assessing the expected development of the liabilities compared with 
the current and alternative investment policies.

•		 Are managed through assessing the progress of the actual growth of the liabilities in 
relation to the selected investment policy.

	 Sponsor risk

•	 Is measured by the level of ability and willingness of the sponsor to support  
the continuation of the Plan and make good any current or future deficit for  
the DB Section.

•	 Is managed by assessing the interaction between the Plan and the sponsor’s business, 
as measured by factors, including the creditworthiness of the sponsor and the size 
of the pension liability in relation to metrics reflecting the financial strength of the 
sponsor.
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	 Interest rate and inflation risk

	 The Trustee understands the DB Section’s assets are subject to interest rate and inflation 
risk because some of the Plan’s assets are held in bond funds and unleveraged gilt funds. 

•	 The Trustee believes the interest rate and inflation exposure of the Plan’s assets provide 
protection (hedges) part of the corresponding risks associated with the  
Plan’s liabilities. 

•	 Given that this should reduce the volatility of the funding level, the Trustee believes 
that it is appropriate to manage exposures to these risks in this manner. 

	 Valuation risk

The Trustee understands that for illiquid assets (such as private equity), prices may 
only be estimated relatively infrequently using one or more of a range of approximate 
methods – eg mathematical models or recent sales prices achieved for equivalents. 

•	 At times of market stress, there is a risk for all assets that the valuations provided by 
investment managers do not reflect the actual sale proceeds which could be  
achieved if the assets were liquidated at short notice. This risk is particularly relevant 
for illiquid assets. 

•	 The Trustee considers exposure to valuation risk in the context of the Plan’s overall 
investment strategy and believes that the level of exposure to this risk is appropriate.

7.5	 The Trustee recognises risks involved in the investment of the assets of the Plan relating 
to both the DB and DC sections, specifically including the default options.

	 Lack of diversification risk

•	 The Trustee understands that there is a risk that failure of a particular investment, or 
the general poor performance of a given investment type, could materially adversely 
affect the Plan’s assets.

•	 The Trustee believes the Plan’s assets are adequately diversified between different 
asset classes and within each asset class. This was a key consideration when 
determining the Plan’s investment arrangements.

	 Liquidity risk

•	 Is measured by the level of cashflow required by the Plan over a specified period.

•	 Is managed by the Plan’s administrators assessing the level of cash held to limit the 
impact of the cashflow requirements on the investment policy.

	 Political risk

•	 Is measured by the level of concentration of any one market leading to the risk of an 
adverse influence on investment values arising from political intervention.

•	 Is managed by regular reviews of the actual investments in relation to policy and 
through regular assessment of the levels of diversification within the existing policy.
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	 Manager risk

•	 Is measured by the expected deviation of the prospective risk and return, as set out in 
the manager’s objectives, in relation to the investment policy.

•	 Is managed by monitoring the actual deviation of returns in relation to the objective 
and factors supporting the manager’s investment process.

	 Currency risk

	 The Trustee understands that exchange rate movements could reduce the returns 
achieved on the Plan’s overseas investments.

•	 It is addressed in the DB Section through diversification of holdings, monitoring of the 
asset allocation and where appropriate, hedging of currency exposure(s) either directly 
or within the pooled fund investments.

•	 It is managed in the DC Section via the provision of currency-hedged, pooled-fund 
investments in the lifestyle and the self-select fund ranges.

	 Custodial risk

•	 Is measured by assessing the creditworthiness of the custodian bank and the ability of 
the organisation to settle trades on time and provide secure safekeeping of the assets 
under custody.

•	 Is managed by monitoring the custodian’s activities and discussing the performance of 
the custodian with the investment managers when appropriate.

	 Environmental, social and governance risks (including climate-related risks)

	 The Trustee understands that ESG factors, including climate-related factors, are sources 
of risk to the Plan which could be financially material, over both the short and longer 
term. This risk relates to the transition to a low carbon economy, the physical risks 
associated with climate change (eg extreme weather), and risks relating to unsustainable 
or socially harmful business practices, and unsound corporate governance.

•	 The Trustee seeks to appoint investment managers who will manage these risks 
appropriately on its behalf and regularly reviews how these risks are being managed in 
practice.

•	 As part of the appointment process, the ISC considers how investment managers 
manage ESG risks. The Trustee encourages our managers (where practical) to 
set credible net zero aspirations for the funds in which we invest and to align our 
investments with net zero greenhouse gas emissions by 2050 to help drive real world 
emissions reduction and reduce systemic risks relating to climate change. We monitor 
and engage with our managers on their progress towards net zero alignment.

	 Equity risk

•	 The Trustee believes that equity risk is a rewarded investment risk, over the long term. 

•	 The Trustee considers exposure to equity risk in the context of the Plan’s overall 
investment strategy and believe that the level of exposure to this risk is appropriate.
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7.6	 The Trustee also recognises risks involved in the investment of assets of the Plan in 
relation to the DC Section:

	 Inflation risk

	 The risk that the investment return over members’ working lives does not keep pace  
with inflation.

•	 It is managed through investing in equity-based funds which have historically 
delivered returns above inflation over the long term; and

•	 Monitoring the investment managers’ performance and reviewing the default lifestyle 
strategy on a regular basis.

	 Annuity conversion risk

	 The risk that relative market movements in the years just prior to retirement may lead to 
substantial reduction in the pension and cash lump sum secured.

•	 It is managed by providing members with an investment option that reflects the broad 
characteristics of investments underlying a typical traditional level annuity product. 

	 Capital risk

	 The risk that the funds in which members invest fall in absolute terms.

•	 It is managed through the default lifestyle strategy which looks to de-risk member 
assets as they approach their selected retirement age.

	 Opportunity cost or shortfall risk

	 The risk that members do not take sufficient risk at a stage in their lives when they 
are most able to, resulting in a smaller-than-expected pension account at a member’s 
selected retirement age.

•	 It is managed through the default lifestyle strategy being appropriate for members’ 
needs and through member communications on the investment options available to 
them.

	 Fee risk

	 The risk that the value of a member’s pension account is unduly eroded due to higher 
investment management charges.

•	 It is managed through monitoring the investment managers’ fees as disclosed in 
section 5.8 and 5.9

7.7	 These measures do not render the investment policy free of risk. Rather, the measures 
endeavour to balance the need for risk control and the need for assets which are likely to 
achieve the required performance target.

7.8	 The Trustee continues to monitor these risks.
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Glossary
Here are some common terms that are used in pensions and investment matters, which you 
may find useful.

Absolute return – a fund which aims to generate a positive total return, regardless of 
investment conditions in a given period (often three to five years).

Actively managed – a portfolio where the investment manager decides what funds to include 
and aims to generate returns measured by a given index. See also passively managed.

Active member – someone currently building up benefits in a pension scheme.

Additional voluntary contributions – extra contributions that a pension scheme member 
chooses to pay to boost their retirement benefits.

Alternative assets – unlike more traditional investments such as equities or bonds, alternative 
assets include currency, commodities, private equity, property, infrastructure and hedge 
funds.

Annual management charge (AMC) – the fee charged by an investment manager, which is 
usually relative to the size of the investment, otherwise it could be a fixed charge.

Annuity – a regular payment for a period of time, such as a pension for life.

Asset allocation – the proportion of assets invested in different asset classes.

Asset-backed security – a type of investment known as a security, the value of which is backed 
by a specified pool of assets.

Asset class – a type of investment, such as equities or bonds.

Basis point – one hundredth of one percent (0.01%).

Bear market – a period of sustained falls in market prices (see also bull market).

Benchmark – a comparative measure of investment performance, such as a particular market 
index.

Bond – a type of investment issued by companies or governments (gilts). Bond are essentially 
loans for which the investor receives a series of regular interest payments over a given period, 
with the amount repaid at the end.

Bull market – a period of sustained rises in market prices (see also bear market)

Buy & maintain – an investment where the manager chooses a portfolio of bonds which is 
then maintained and only traded if there’s an opportunity to improve the risk-adjusted yield.

Buy-in – an insurance policy which covers the future benefit payments of a proportion of a 
pension scheme’s liabilities. Also called a bulk annuity (a policy which covers more than one 
individual). It is held by the trustee as a pension scheme asset and the responsibility of paying 
benefits to members remains with the trustee.
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Buy-out – an insurance policy which covers the future benefit payments of a proportion or 
all of a pension scheme’s liabilities. Also called a bulk annuity (a policy which covers more 
than one individual). Unlike a buy-in, a buy-out is not held as a pension scheme asset and 
responsibility for paying benefits to members is transferred to the insurance company.

Carbon emissions – the release of carbon dioxide, or greenhouse gasses, into the atmosphere.

Carbon footprint – the amount of carbon dioxide or greenhouse gas emissions generated by 
amount invested, usually in £m, by an investment fund.

Carbon offsetting – the process of paying someone else to avoid emitting or to remove from 
the atmosphere a specified amount of greenhouse gasses, such as by planting trees.

Cash – a very short-term liquid asset.

Commission – a fee paid to a broker for arranging the sale or purchase of an asset.

Commodities – an asset class that is made up of physical goods, such as sugar, metal, oil, etc.

Consumer Price Index (CPI) – the UK’s main measure of inflation.

Contributions – the amounts paid into a pension scheme, either by the sponsoring company 
and/or the members.

Corporate bond – a loan to a company. Sometimes also called a credit investment.

Corporate governance – the rules and framework used by company directors to run a 
business.

Default option – the investment strategy used by a DC pension arrangement if the member 
doesn’t make a specific investment choice.

Deferred member – a member of a pension scheme who has benefits from a previous period 
of employment.

Defined benefit (DB) – a pension scheme where benefits are paid to members based on a 
defined formula depending on their salary and length of service.

Defined contribution (DC) – a pension scheme where members’ benefits are based on the 
amount of contributions, together with investment returns, that have built up in a ‘pension 
pot’ of money.

Diversification – investing in a range of different asset classes to reduce exposure to any one 
source of risk, namely, not putting all your eggs in one basket.

Diversified growth fund (DGF) – pooled investment funds that invest in a range of asset 
classes.

Dividend – a regular payment made by companies to shareholders.

Drawdown arrangement – the option at a member’s selected retirement age where a 
member keeps the bulk of their pension pot invested and gradually taking payments 
(drawing down) as and when required.
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Emerging markets – developing nations such as China, India, Brazil, etc. Investments tend to 
have higher levels of risk and return.

Emerging market debt – loans to emerging markets’ governments or companies.

Environmental, social and governance (ESG) – a term used to describe a wide range of ethical 
and responsible factors that may have been overlooked by traditional investments. They 
include physical issues such as climate change and resource management, social issues such 
as diversity, health and safety in the workplace, and governance issues such 
as shareholder rights and board accountability.

Equity – a share in a company that gives the holder part-ownership and a share in the profits.

Ethical investment – an approach to investing that selects investments based on ESG 
considerations.

Fixed interest bonds – bonds that pay a fixed amount of interest at set periods.

Funding level – the value of a DB pension scheme’s liabilities that can be covered by its assets.

Gilt – a bond issued by the UK government.

Greenwashing – marketing materials that mislead consumers into thinking a company’s 
products are more environmentally friendly than they are.

Gross – performance returns before fees are deducted.

Hedge – a way of managing the risk of a fall in the value of one asset by purchasing another 
that will offset it.

High yield bonds – bonds issued by companies with low credit (below investment grade). They 
offer investors a higher yield but carry greater investment risk.

Implementation statement – a formal document that explains how trustees of pension 
schemes have carried out the policies outlined in their Statement of Investment Principles 
(SIP).

Index – made up of securities from a given asset class, this is used as a measure of 
performance.

Index-linked bonds – a bond whose payments are linked to a specified index.

Inflation – the rise in the cost of living.

Infrastructure – an asset class which invests in large-scale public systems, services and 
facilities, like roads, power or water systems.

Integrated risk management – an investment approach for DB schemes which manages and 
monitors a wide range of risks that might affect the scheme’s ability to meet its objectives.

Investment performance – the total return from an investment over a given period.

Investment strategy – the plan to manage a pension scheme’s assets and where to invest.
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Investment sub-committee (ISC) – a sub-group of the Trustee board which focuses specifically 
on investment matters.

Liability driven investment (LDI) – an investment approach that aims to match a pension 
scheme’s assets with changes in its liabilities, in response to certain factors such as interest 
rates or inflation.

Liabilities – the promises of a DB pension scheme to pay benefits to members.

Lifestyle – an investment approach which gradually and automatically reduces investment 
risk as a member gets closer to their selected retirement age.

Liquidity – how easily or quickly an asset can be sold for cash.

Master Trust – a DC pension arrangement which has several separate sections to which 
different employers can make contributions on behalf of their workforce.

Multi-asset credit – a strategy which provides investors with a low governance way to access 
multiple types of credit-related asset classes.

Net – the performance return after fees have been deducted.

Net zero – the situation where the total greenhouse gas emissions are equal to those that are 
removed.

Paris agreement – an international agreement aiming to limit global warming to less than 2°C 
by 2050 and keep it to 1.5°C.

Pooled – a collective investment vehicle where different investors’ money is collected together 
(pooled) to purchase assets.

Portfolio – a collection of securities or asset classes.

Principles for responsible investment (PRI) – a United Nations sponsored initiative which 
supports and encourages responsible investment.

Private equity – an asset class which invests in equities of companies that are not publicly 
quoted.

Property – an asset class which invests in the development and management of property, 
usually commercial property such as offices and shops.

Rebalancing – realigning a portfolio’s asset mix back into line with a target asset allocation.

Responsible investment (RI) – the process of taking ESG issues into account when making 
investment decisions.

Retail Prices Index (RPI) – an historical measure of inflation, which is no longer a recognised 
national statistic and will be aligned with CPI by 2030.

Risk – broadly the chance that an investment outcome is not what was expected.
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Securities – a general name for any financial instrument that entitles the holder to a share of 
cash flows, e.g. equities or bonds.

Segregated – an approach where an investor’s investments are held separately from those of 
other investors.

Shares – equities in a company.

Statement of Investment Principles (SIP) – the formal strategy which sets out a trustee’s policy 
for managing and investing a pension scheme’s assets.

Total expense ratio (TER) – the charges made by funds, including the annual management 
charge, performance related fees, custody fees, and other expenses.

Total return – the return on an asset taking account of income received and price appreciation.

Transaction costs – the fees for buying or selling a security.

Value at risk (VAR) – a statistical measure of the risk of loss on a portfolio.

Volatility – the ups and downs of the financial markets.
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Appendices – 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 and, in recognition 
of the specialist, technical nature of investment management, has established the ISC. The 
ISC has formal terms of reference, approved by the Trustee, to provide greater focus and the 
appropriate level of expertise to assist with and advise on investment matters for the Plan.

The majority of the ISC’s members are 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 
Additional voluntary contributions (AVCs)
•	 The Trustee provides a facility for members to pay AVCs into the Plan to enhance their 

benefits at their selected retirement age.

•	 At present for both sections of the Plan, the Trustee offers members the facility to invest in a 
range of funds with Legal & General.

•	 Historical DB AVC arrangements with the Equitable Life Assurance Society and Prudential 
also exist, but they are not open to further contributions. Following the transfer of Equitable 
Life to Utmost, the Trustee moved these assets into the L&G Cash Fund, which is classed as 
a default AVC investment option for legislative purposes only.

•	 DB members can invest their AVCs in line with the options available in the DC Section.

•	 If AVC members do not make an investment choice, their AVCs will be paid into the 
Lifestyle: cash focused (details in Appendix B)

•	 The Trustee monitors the investment performance and reviews the appropriateness of the 
arrangements for AVCs from time to time.
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Appendix B 
Defined contribution (DC) 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 a member’s selected retirement age with which to target the 
appropriate ‘at retirement’ objective.

Members’ investment needs change as they progress towards their selected retirement age. 
Younger members, specifically those with more than 10 years to their selected retirement 
ages, 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 their selected retirement age in which markets may come back in line from any temporary 
low. Older members, specifically those with 10 years or fewer to their selected retirement ages, 
will require a greater level of consistency in the amount of benefits that may be secured 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 growth assets (such as equities which are expected to 
achieve above-inflation returns over the long term) and monetary assets (that are expected to 
achieve stable returns and/or returns in line with inflation).

They recognise that the returns on growth assets, while expected to be greater over the long 
term than those on monetary assets, are likely to be more volatile.

The DC Section currently offers members two ways to invest: via a lifestyle strategy (including 
the Plan’s default) or using the self-select investment options.

 Lifestyle options

•	 The default lifestyle strategy invests in three different funds provided by Legal & General,  
all of which aim for returns higher than inflation:

-	 Grow Fund

-	 Strengthen Fund

-	 Prepare Fund



27	Statement of Investment Principles - Appendix

The current funds are invested as follows:

Underlying investment funds Grow Fund

L&G AM MSCI Thermal Coal Exclusions Adaptive Capped ESG 
Index Fund (unhedged)

L&G AM MSCI Thermal Coal Exclusions Adaptive Capped ESG 
Index Fund (hedged)

L&G AM Low Carbon Transition Global Equity Index Fund 
(unhedged)

L&G AM Low Carbon Transition Global Equity Index Fund 
(hedged)

L&G AM RAFI Fundamental Global Reduced Carbon Pathway 
Equity Index Fund (unhedged)

L&G AM RAFI Fundamental Global Reduced Carbon Pathway 
Equity Index Fund (hedged)

20%

 
20%

 
20%

 
20%

 
10%

 
10%

Underlying investment funds Strengthen Fund

L&G AM Diversified Fund

Nordea Diversified Return Fund

L&G AM MSCI All World Adaptive Capped ESG Index Fund

L&G AM Low Carbon Transition Global Equity Index Fund

L&G AM RAFI Fundamental Global Reduced Carbon Pathway 
Equity Index Fund

60%

20%

8%

8%

4%

Underlying investment funds Prepare Fund

Nordea Diversified Return Fund

BlackRock Sustainable Short Duration Credit

M&G Total Return Credit Fund

L&G AM Diversified Fund

L&G AM MSCI All World Adaptive Capped ESG Index Fund

L&G AM Low Carbon Transition Global Equity Index Fund

L&G AM RAFI Fundamental Global Reduced Carbon Pathway 
Equity Index Fund

30%

25%

25%

10%

4%

4%

2%
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If a member has more than 10 years until their selected retirement age, their pension fund will 
be 100% invested in the Grow fund. As a member moves to within 5-10 years of their selected 
retirement age, they will gradually invest in the Strengthen fund until they are 100% invested 
in this fund at 5 years from retirement. After that, members are gradually moved to the 
Prepare fund until they are 100% invested in this at their selected retirement age.

The lifestyle strategy de-risks at two points leading up to retirement. The first stage, as 
noted above, is at 10 years from a member’s selected retirement age where investments are 
switched from the Grow fund into the Strengthen fund. The second stage is at 5 years from 
a member’s selected retirement age, at which point, members start investing in the Prepare 
fund so that at their selected retirement age, the assets are invested 100% in it. 

•	 Members will be asked to choose their selected retirement age: between 55 to 75 years old.

The default retirement age will be based on the State pension age for members who do not 
select a target retirement age.

The Trustee also provides members with a choice of a Shariah-compliant Lifestyle Strategy 
which follows the same approach as the default strategy but only includes Shariah-compliant 
funds. Members over 10 years to their selected retirement ages are invested in the Cummins 
Shariah Equity Fund. At 10 years to their selected retirement ages, the strategy starts de-
risking into the Cummins Shariah Multi-Asset Fund, and then at 5 years to their selected 
retirement ages, members start moving into the Cummins Shariah Bond Fund. 

Self-select

The self-select funds are as follows:

•	 Cummins UK equity index fund

•	 Cummins World equity index fund (unhedged)

•	 Cummins World equity index fund (hedged)

•	 Cummins World emerging markets equity index fund

•	 Cummins FTSE4Good developed equity index fund

•	 Cummins Property fund

•	 Cummins AAA-AA-A corporate bond all-stocks index fund

•	 Cummins Annuity focused fund

•	 Cummins Cash fund

•	 Cummins Shariah Equity fund

•	 Cummins Grow fund

•	 Cummins Strengthen fund

Further details of the options and funds are available to members on the pensions website: 
www.cumminsukpensions.co.uk.

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

http://www.cumminsukpensions.co.uk
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Appendix C 
Defined benefit (DB) Section

Objectives and long-term policy

Current asset allocation as at 30 November 2025

The Plan’s investment strategy has a target expected return of around 1.4% per annum above 
the return on long-dated gilts, while providing a high level of hedging against changes in 
liability values.

Over time, the asset allocation will change as the remaining private market assets are 
redeemed, and as the allocation is tailored towards the Trustee’s target end game. 

In July/August 2012, the Trustee purchased a deferred-premium, pensioner buy-in insurance 
policy to address the interest rate, inflation and mortality risk associated with these liabilities. 
The buy-in provider, Legal & General Assurance Society, took on pensioner liabilities in July 
2022. The buy-in is revalued each year.

Asset allocation 
(excluding buy-in)

Asset allocation 
(including buy-in)

Matching assets 70% 78%

Leveraged LDI 37% 27%

Buy and maintain credit 17% 13%

Short-dated credit 9% 6%

Buy-in – 27%

Cash* 7% 5%

Growth assets 30% 22%

Listed equity 17% 13%

Private markets 13% 9%

Total 100% 100%

Hedge ratios self-sufficiency basis (total, 
including buy-in) ~90% ~93%

*Includes c£1m of expected redemption proceeds from Credit Suisse redemption

The Trustee submitted a redemption request for the WTW Secure Income Fund allocation. Proceeds have now 
been received in their entirety and the Plan no longer has any exposure to property.
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Asset class
Expected return 
over gilts (% p.a.)

Standard deviation 
(% p.a.)

Money market cash 0.0 0.5

Dynamic LDI 0.5 22.8

Corporate bonds (all stocks) 0.7 5.9

Short-dated corporate bonds (3 years) 1.1 3.6

Global equities 2.8 18.0

Overseas equities (currency hedged) 2.7 20.0

Private equity 4.1 28.0

Infrastructure 2.7 13.0

Natural capital 2.3 13.5

The Plan has a strategic allocation to cash to manage liquidity needs. The Trustee considers 
this asset allocation to:

•	 include suitable investments

•	 be appropriately diversified

•	 provide a reasonable expectation of meeting the objectives.

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

Asset class assumptions

In October 2025, the Trustee, in conjunction with the investment consultant, reviewed the 
strategic asset allocation of the DB Section. The risk-and-return assumptions as at  
30 September 2025 used in the analysis are shown below:

As at 30 September 2025, the assumed expected return of gilts was 4.9% p.a. 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 recognises that fluctuations from year to year can be  
very large.
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The Plan’s investment managers

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 Fund name Benchmark index
Proportion 

of total Plan 
allocation

Matching assets 78%

Dynamic LDI L&G AM Segregated LDI 
mandate

Bespoke which aims to hedge 
90% of the Plan’s interest rate 
and inflation risk

27%

Buy and maintain 
credit

Segregated L&G AM Global 
Credit Buy and Maintain 
Portfolio

L&G AM Buy & Maintain Credit 
Fund

13%

Short-dated credit L&G AM Net Zero Short 
Dated Global Corporate 
Bond Fund

Bloomberg Global Corporates 
1-5 Year index

6%

Buy-in* Legal & General Assurance 
Services – insurance/annuity

Deferred premium  
(10 years)

27%

Cash – – 5%

Growth assets 22%

Listed equity

Passive equity L&G AM RAFI Fundamental 
Global Reduced Carbon 
Pathway Equity Index Fund

RAFI Fundamental Global 
Reduced Carbon Pathway 3.5% 
Index

7%

Passive equity L&G AM Low Carbon 
Transition Global Equity 
Index Fund (GBP hedged)

Solactive L&G AM Low Carbon 
Transition Global Index

6%

Private markets

Axiom Asia
CDH VGC Fund I
CDH VGC Fund II
SC Management (RECAP IV)
Cabot Square Capital
Nuveen TIAA CREF 
(Global Agriculture II)

Absolute return, with FTSE All 
World used as a comparator

9%

Total 100%

*The estimated value of the buy-in on the technical provisions basis as at 30 November 2025 was £222.14m.
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Investment performance objectives

The table below lists the DB Section’s investment managers and their individual performance 
objectives.

Asset class Performance objective

Matching assets

Dynamic LDI To manage the interest rate and inflation risk of the Plan’s Liability 
Cashflows.

Buy and maintain credit To seek to capture the return received as a result of taking credit risk 
and liquidity risk through investing in a globally diversified portfolio of 
permitted bonds.

Short-dated credit To provide long term return consisting of a combination of capital 
growth and income. The Fund aims to deliver this whilst investing in 
line with the L&G’s Net Zero Framework. 

Buy-in* No specific performance objective.

Cash (various managers) To exceed the 7-day SONIA benchmark over a rolling three-year period.

Growth assets

Listed equity

L&G AM Low Carbon 
Transition Global Equity 
Index Fund

To produce a return consistent with the index Solactive L&G Low 
Carbon Transition Global Index within a specified tolerance.

L&G AM RAFI 
Fundamental Global 
Reduced Carbon Pathway 
Equity Index Fund

To hold a portfolio of securities designed to match the return of the 
index, RAFI Fundamental Global Reduced Carbon Pathway 3.5% Index 
within a specified tolerance.

Private markets

Axiom Asia To achieve a Net Multiple of Capital of 2.00x and a double-digit Net 
Internal Rate of Return.

Cabot Square Capital To achieve an Internal Rate of Return greater than 20%.

CDH VGC Fund I To generate 2.5x – 3.0x Gross Multiple of Capital and 30% Gross Internal 
Rate of Return.

CDH VGC Fund II To generate excess of 2.5x – 3.0x Gross Multiple of Capital and 30% Gross 
Internal Rate of Return.

SC Management  
(RECAP IV)

To achieve a gross leveraged compound annual Internal Rate of Return 
of 20%.

Nuveen TIAA CREF To generate a return of 8% Internal Rate of Return.



33	Statement of Investment Principles - Appendix

Other arrangements

Northern Trust provides custody and performance services to the Plan.

The DB Section’s funding objectives

The actuarial valuation of the Plan as at 1 January 2024 revealed a funding surplus (the value  
of the assets less the technical provisions) of c£38 million. 

The long-term objective of the Trustee for the DB Section is to reach 103% funding on a  
self-sufficiency basis towards the first half of the 2030s.

The Company will pay contributions in respect of future benefit accrual and to meet the Plan’s 
administrative expenses (including PPF levies).


