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training increase after the appointment of a fi duciary manager. 
Because fi duciary management is usually offered on a set fee 

basis, trustees are often more willing to ask questions about 
the running of the scheme, as these sorts of enquiries do not 
incur additional costs.

“We’ve also seen that trustees are more open to asking 
questions”, says Kapur. “They get much more information 
provided on the funding level and valuation.”

Fiduciary management also allows trustees to take a more 
holistic view of their scheme. Under a traditional scheme 
management model, it can be diffi cult to draw together all the 
various reports into a cohesive whole. With asset managers, 
consultants and other parties reporting, all at different times 
and presenting information in a variety of different formats, 
trustees can fi nd it a challenge to truly understand the state of 
their scheme at any given time.

“Fiduciary management brings all that together,” says Kapur. 
“You can monitor everything better if it comes at the same 
time. There is no point in seeing that assets have outperformed 
if you’re not cognisant of the scheme’s liabilities. Bringing all 
this information together in a single piece means trustees are 
in a better position to understand what decisions they need to 
make.” ■

EXPERT VIEW

It is likely that volatility will dominate the markets in 2012 and 
it is important that trustees capitalise on the opportunities 
that this brings. This requires ‘stress-testing’ your portfolio to 
determine its sensitivity to different economic scenarios and 
identify the areas which trustees need to insure against, or at 
least have a plan of action for, should the circumstances arise. 
Markets move with such speed that improvisation after the 
event is simply not an option.  

Taking bond yields as an example, the current yields on 
Over 15 Year Gilts are at their lowest for over a decade. 
Index-linked Gilts, which are often used to hedge the infl ation 
exposure in pension schemes, are currently giving a negative 
yield. Will bond yields drop further... should we increase the 
hedge against further deterioration in liability values and 
when should we start buying bonds? No one can say for 
sure, but trustees of well-governed pension schemes will 
have rehearsed for such scenarios and will be armed with 
appropriate responses should they materialise. Stress-analysis 
on an average UK pension scheme’s liabilities would show 
that if Gilt yields dropped a further 0.5%, the liabilities would 
increase by around 10%. Trustees not comfortable with this 
level of risk should look at hedging their liabilities. For those 
not wanting to lock into the current low bond yields, there 
are other ways of getting bond-like assets which have a 
higher yield such as infrastructure assets or timber land.

Other areas to consider setting triggers for include those 
around asset allocation such as timing the decision to move 
out of equities into bonds or alternatives. Portfolios should 
be positioned to exploit return enhancing or risk reducing 
opportunities. Accordingly, de-risking triggers can be set 
today based on future improvements in the funding level.    

Whilst theoretically simple, the practice of undertaking 
scenario analysis and implementing its corresponding 
recommendations can be complicated. Many trustee boards 
meet infrequently; scheme valuations are undertaken 
intermittently and strategies are in some cases reviewed as 
little as every three years. This structure is ill at ease with the 
dynamic approach required to survive in today’s fast-paced 
environment. Schemes faced with this dilemma may benefi t 
from working with a strategic partner such as a fi duciary 
manager. 

Ultimately, careful planning may provide for a smoother and 
more profi table journey across 2012. 

For more information about how your scheme could benefi t 
from a Fiduciary Management approach please go to 
www.seic.com/institutions. 
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Habitat UK Pension Plan
Habitat’s pension scheme transitioned its defi ned contribution 
(DC) and defi ned benefi t (DB) investment decisions to a fi duciary 
manager, SEI, in early 2009. The move has been a great success, 
says Malcolm Curzon, the scheme’s chairman of trustees.

It is a much more effective use of the board’s time, Curzon 
says. “When trustee boards have meetings, they spend a lot of 
time reviewing decisions with the different fund managers, which 
takes up a lot of time and is repetitive, because they are each 
talking about the macroeconomic situation.” Using a fi duciary 
manager, it is much simpler to review the whole portfolio. 
Changes of fund manager are also made by the fi duciary 
manager, which saves an inordinate amount of lot of time and 
stress, Curzon says.

The time saved can be used to review the overall strategy. 
“We decide what we’re trying to do, with medium and long-term 
goals, and agreeing in advance what to do if the FTSE reaches a 
certain position, for example.” 

Investment decisions can also be made more quickly in 
reaction to market pressures. “Maybe in the past it wasn’t so 
important because pension funds invest for the long-term, 
but the way things have been moving over the last fi ve years 
particularly, sometimes it is necessary to take advantage of 
situations, and you can do that much more effectively in this 
way.”

Curzon points out that the trustee board is still ultimately 
responsible for investment decisions, the security of the assets, 
and all the traditional governance and operational functions 
of a trustee board. “It’s the way that the decisions are actually 
achieved that has changed”, he says. “That’s done in consultation 
with the fi duciary manager.”
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