
Global Asset Losses in 2008 

Around the world, organisations overseeing 
pensions experienced a significant loss in assets 
last year, including: 

 76% reported a decrease in overall pension 
assets of at least 11% 
 Almost half (46%) of all polled reported a loss of 
between 21-30%.  
 A tenth (10%) of the participants said the loss 
was 31-40% of the overall portfolio 

 
Funded Levels Have Been Hit Hard 
Poll participants in the US, UK and Canada were 
asked how much 2008 impacted the plan’s funded 
level from the year prior: 

 Almost two thirds (64%) of that group saw a 
decrease in funded level of at least 11%.  
 A third (32%) said their funded level decrease 
was at least 21% 
 10% said the decrease was over 31% 

 
Pensions Are Impacting Overall Business 
Following 2008, what is the impact of pension 
contributions on overall businesses? While in most 
countries funding relief has either already been 
provided or is close to being provided, the impact 
cannot be ignored: 

 Half (49%) of those polled said that if their 
organization was required to make the 

contribution, “the company could have made it 
but it would have had a significant impact on 
overall corporate finances.”  
 11% admitted the “organisation would not have 
the cash to make the required contribution.” 

 
Asset Allocation Changes Taking Place 
Market volatility is causing organisations to make 
changes to the asset allocation policy: 

 64% made changes in the past year 
 38% made changes in the past six months 
 Nearly a quarter (23%) made changes in the 
past three months 

 
What Actions Are Taking Place? 
The recent market turmoil is causing organisations 
overseeing pensions to consider or implement the 
following options:  

 27% are diversifying out of equities and into 
bonds 
 21% said they are diversifying out of equities 
into alternatives 
 12% are considering or have already 
implemented interest rate swaps 
 6% are considering or have already 
implemented inflation swaps 

 
 

PENSION MANAGEMENT RESEARCH PANEL 

How The Past Year Has Impacted Liability Driven 
Investing (LDI) Strategies 
 

GLOBAL RESULTS 

The Pension Management Research Panel recently conducted a global Quick Poll of pension 
executives from five markets - Canada, Hong Kong, Netherlands, United Kingdom and United States. 
The poll was completed by a total of 157 executives overseeing pensions ranging from £30 million to 
over £1 billion in assets. None of the participants were institutional clients of SEI.  The aim of the polls 
was to examine the extent of the impact last year had on organisations managing pensions and how 
they are responding to ongoing worldwide investment volatility.    

PENSION MANAGEMENT RESEARCH PANEL 

A Market Gone Bad: How Are Pensions Around the 
World Responding?  
 



 

Organisations Polled 
 
Breaking down participating organisations based on 
assets in their pension fund:   

  29% under £50 million 
 12.9% between £51 and £100 million 
 16.1% between £101 and £300 million 
 12.9% between £301 and £500 million 
 12.9% between £501 and £1 billion 
 16.1% over £1 billion 

 
Losses in 2008 
UK respondents reported significant decreases in 
pension assets last year as almost three quarters 
(71%) cited a loss of at least 20% with over a 
quarter (25.8%) citing a loss of more than 20%. Here 
is the breakdown: 
 

 25.8% saw a decrease of 21-30% 
 45.2% saw a decrease of 11-20% 
 22.6% saw a decrease of   1-10% 
 6.5% saw no decrease 

 
Subsequently, the funding levels of UK pensions 
were also hit hard as 75% of UK poll participants 
saw a decrease: 
 

 7.1% saw a funding decrease of 21-30% 
 21.4% saw a funding decrease of 11-20% 
 42.9% saw a funding decrease of   1-10% 
 3.6% saw a decrease of 41% or more 

 
Sponsor Covenant Concerns 
 
Surprisingly a relatively low number of respondents 
are concerned about the health of their company 
sponsor with only one third (33%) stating that they 
were either concerned or very concerned about the 
company sponsor’s ability to make contributions. 
This may reflect a lack of understanding of the 
importance of the employer covenant particularly in 
relation to investment strategy decisions. 
 
Responses to Market Conditions 
 
The long term future for defined benefit plans in the 
UK continues to change. Of all of the UK plans 
polled: 

 50% of UK participants said the organisation is 
diversifying out of equities and into bonds 
 34.6% said they are moving assets out of 
equities and into alternatives  
 26.9% said they are considering LDI 

 42% said they are considering Buy In 
 34.6% said they are considering Buy Out 

 
It is interesting to note that organisations are still 
more focused on decisions relating to asset 
allocation rather than risk management indicating 
that there is a still more focus on assets than 
liabilities. 
 

Fiduciary Management gaining popularity 
In addition to investment changes defined benefit 
plans in the UK are also considering changes to the 
way the scheme is managed with well over half 
(61.3%) stating that an approach combining 
implementation and advice from one provider 
(Fiduciary Management) would be something they 
would consider. 
 
Limitations with traditional model of oversight 
Weaknesses in the current model of pension fund 
management were highlighted with less than one 
third of those surveyed (32.3%) meeting more than 
once outside of quarterly trustee meetings during the 
last year and 38% monitoring the scheme’s assets 
relative to liabilities only once a year. 
 

 19.4% have not met once outside quarterly 
meetings 
 12.9% have met once 
 54.8% have met twice 
 12.9% have met month 

  
 38.7% review assets to liabilities annually 
 35.5% twice yearly 
 22.5% monthly 
 3.2% weekly 

 

CONCLUSION 
There is little arguing that the events of 2008 have 
had a tremendous impact on defined benefit pension 
schemes. Losses are significant resulting in funding 
deficiencies that are so large that many companies 
don’t have the ability to make contributions.  
In response, those overseeing pension investments 
are moving assets away from the equity markets and 
continuing to review the overall strategy. This 
includes further evaluating scheme design changes 
and the overall management of the pension and may 
signify an end to the traditional model of pension 
fund management with movement towards new 
models which provide more support for trustee 
bodies, increased oversight and improved 
governance. 

U.K. POLL RESULTS 



 

  

Past performance is not a guarantee of future performance.  

Investment in the range of SEI’s Funds is intended as a long-term investment. The value of an investment and any 
income from it can go down as well as up. Investors may not get back the original amount invested. Additionally, 
this investment may not be suitable for everyone.   If you should have any doubt whether it is suitable for you, you 
should obtain expert advice. 

No offer of any security is made hereby. Recipients of this information who intend to apply for shares in any SEI 
Fund are reminded that any such application may be made solely on the basis of the information contained in the 
Prospectus. This material represents an assessment of the market environment at a specific point in time and is not 
intended to be a forecast of future events, or a guarantee of future results. This information should not be relied 
upon by the reader as research or investment advice regarding the funds or any stock in particular, nor should it be 
construed as a recommendation to purchase or sell a security, including futures contracts.  

If the investment is withdrawn in the early years it may not return the full amount invested. In addition to the normal 
risks associated with equity investing, international investments may involve risk of capital loss from unfavourable 
fluctuation in currency values, from differences in generally accepted accounting principles or from economic or 
political instability in other nations. Narrowly focused investments and smaller companies typically exhibit higher 
volatility. Products of companies in which technology funds invest may be subject to severe competition and rapid 
obsolescence. SEI Funds may use derivative instruments such as futures, forwards, options, swaps, contracts for 
differences, credit derivatives, caps, floors and currency forward contracts. These instruments may be used for 
hedging purposes and/or investment purposes. 

While considerable care has been taken to ensure the information contained within this document is accurate and 
up-to-date, no warranty is given as to the accuracy or completeness of any information and no liability is accepted 
for any errors or omissions in such information or any action taken on the basis of this information.  

This information is approved, issued and distributed by SEI Investments (Europe) Limited, 4th Floor, Time & Life 
Building, 1 Bruton Street, London W1J 6TL which is authorised and regulated by the Financial Services Authority. 
Please refer to our latest Full Prospectus (which includes information in relation to the use of derivatives and the 
risks associated with the use of derivative instruments), Simplified Prospectus and latest Annual or Interim Short 
Reports for more information on our funds. This information can be obtained by contacting your Financial Advisor or 
using the contact details shown above. 


