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Fiduciary Management
UK Defined Benefit Pension Scheme Assets

DB Pension
assets
£1,200bn

UK FM assets
£70bn

In house teams

UK full FM c£300bn

assets £40bn

Source: PPF Purple Book 31 March 2014, KPMG 2014 FM survey 30 June 2014, Pension Funds Online
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Distribution of UK mandates by size of scheme

[l Total UK DB market distribution
B UK full FM market distribution
B In-house team distribution

85% 100%

68%

21%

9% -
194 204 3% 3% 0
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£0-100m  £100-250m £250-500m £500m-1bn >E1bn

Source: PPF Purple Book 31 March 2014, KPMG calculations
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Fiduciary Management services

Active funds

Operational
infrastructure

Tactical

Asset allocation overlays
Active

Risk control hedging

Lots of funds
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Advantages

Pros
@ More fund types (eg PE)

Complicated strategies (active funds)
@ Tactical management
I ) Quicker decisions
;,% “Joined-up” strategy
Do more for less effort

- Better outcomes
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Disadvantages

cons

& Advisor incentive changes

q) Lack of Trustee control

€ |ndependent advice lost

Value can be lost

Overly complex and expensive strategies

- Worse outcomes for longer



m Fiduciary Management
Asset allocation decisions

Asset change with different asset allocations

180%

Asset allocations from 100% Sterling Corporate Bonds
170%  to 50% UK Equity, 50% Global Equity

160%
150%
140%

130%

//
120%
110%
100% %

90%
Source: Datastream, KPMG calculations
80%
Nov 10 May 11 Nov 11 May 12 Nov 12 May 13 Nov 13 May 14 Nov 14
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Asset allocation decisions

Range of asset return outcomes

170%

8% range

150% }

130%

110%

90%

70%
’ Source: Datastream, KPMG calculations

50%
Nov 10 May 11 Nov 11 May 12 Nov 12 May 13 Nov 13 May 14 Nov 14
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Liability hedging decisions

Liability change with different hedging levels

180%

From 0% hedged to 100% hedged
170%  Uses 20 yr FI Gilt Yield

20 Year Duration
160%

150%
140%
130%

120%

110%

100%

90%

Source: Datastream, KPMG calculations

80%
Nov 10 May 11 Nov 11 May 12 Nov 12 May 13 Nov 13 May 14 Nov 14
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Liability hedging decisions

Range of funding level outcomes
170%

150%

43% range

—

130%

110%

90%

70%

Source: Datastream, KPMG calculations

50%
Nov 10 May 11 Nov 11 May 12 Nov 12 May 13 Nov 13 May 14 Nov 14
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Thank you

Presentation by Anthony Webb



