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Now is the time

for a fresh look at
company pensions

As the pensions industry continues to come to terms with
enormous changes over the last five years, business leaders
are locking again at the defined contribution pension
arrangements they're offering employees

e ywaeors after the first stage of

aguto-enrolment was lounched

for larger emeloyvers, defined

contibution  (DC)  pension
plens now dominate the UK markest
In terms of member numibzers with
asset levels running inte hundrads of
billions of pounds. The government
ond the Pensions Regulotor hove
responded gocordingly with legisia-
tion providing flexiblity for mambers
and numercus regulations o pro-
tect the consumer. As o result, DO
plons hove become considerably
rore complex to run gnd the risks in
daing so hove escalated,

Whila flexibility and choice howve
been increased, many employees
still have e detailed knowledge
of their pension arrangements ond
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stancond of living
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what benefit they might expect tore-
ceive, Research from Aon, the leading
global provider of rsk, retirement.and
health solutions, reveals that o thind
of the population hove no idea what
retirement income they con expect to
get and four in ten high eomers un-
derestimate how much they need to
miintain their standord of lving

Ferhaps this s why o growing
nurmber of trusteess and business
leoders ore starting to ook ogain
at how they run their company DC
pension funds. In particular, they'ra
asking whethar their delivary, invest-
mant and communication strategies,
miany of which werne established in
some haste to hit government dead-
lines, are really meeting the needs of
their memibers.

“Today there are billions of pounds
in schemes that were set up relatively
guilckly at g tme when clents didn't
hove mony rmermbers or assets. If am-
ployers howve a scheme that hos been
ground for more thon three o fouwr
years, they really need to take a step
bock and review It says Tony Pugh,
Europe, Middle Eost ond Africa DC
zodutions leader ot Aon. "Given how
miuch the market has chonged in the
lst few yeors, there is likely to be o
petter solution ovallable to them and
their amployess”

Fansion furds and thekr trustess
nead 1o think cbout how they con
becorme more efficient, cccording 1o
Mr Pugh. They must ensure they're not
wasting time, monay and effort on
tasks that have a low pricrity or could
be carfed aut more efficiently by del-
agating them 1o g pension provider,
They also need to osk themselves
whether every penny is being wel
spent as they manage Issues such as
incredsed regulation.

To ensure thay'te deing the best
for their members, mare ond more
Ccomponies-are now toking odvan=
toge of a new generation of master
trusts ond group personal pen-
sion solutions to cut administration
costs. These delegated solutions
combine the best thinking and are
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delivered in- o streamiined, efficient
wioy that allows pension fund mem-
bers to galn access to the best in-
vestments dand services at aggre-
gated, scalable prices.

“For example, o compony emizloy-
ing a few thousond people will find
thaot running o standalons trust-
based DC plon might cost them
around £300,000 1o EA00,000-plus
ayear,” says Mr Pugh, "If the average
member may, ot best, glance of their
benefit statement once dunng the
yvear, 5 that spend delivering value
for monay for the members or the
cormpany? They could rmove toa del-
egated proposition such oz 9 master
trust and bundle it all together to
save on costs. The employer can
then put the money theyve soved
inte othier areas, for example higher
contributions: of a wider findncial
wellbeing programme.”

Compoanies that choose o group
persenal pension plan now hove,
far the first time, occess to the
safme type of cost-efficient dele-
gated investmeants that will really
deal with most DC pension schame
members’ concemns = "l am not an
investment expert, so con't some-
one do this for me?*

The last fve vears hos seen the
range of delegated trust and con-
tract-based solutions  grow - sigrifi-
contly, These ollow the employer or
trustee to feel much more comfiorta-
bie that their members are benefiting
frarm the rght investment decisions.

Delegated sclution providers will
caonstantly monitor the market and,
wheare they identify whot they believe
o be a better investrnent, will outo-
matically choose and implement it on
pehall of the scheme.

MAIN REASONS FOR MOVING AWAY FROM TRUST-BASED DC
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BENEFITS OF NEW GENERATION DC SOLUTIONS
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“ Delegated trust and contract-
based sclutions allow the employer or
trustee to feel much more comfortable
that their members are benefiting from

the right investment decisions

We're now sesing o new genaraticn
of master trusts that have been da-
veloped to serve lorger-scale clients
used 1o the highest guality of senic=-
as, “Even organisations with super-
sized schemes of ES00 million-plus
honve realised thot their trustees were
only meeating a few times a year and
s0it's mode sanse for tham to put
their funds into a delegoted solu=
tion where professionois con look
after these funds day in, day out,’
says Debbie Falvey, DO proposition
leader ot Aon,

The other advantage of these new
generction sclutions, which  marmy
trustess ond Corporates ars now
discovering, is that their scolobility
allows significant mvestment in new
technology such as robo-cdvice and
gasy-to-gocoess at-refirerment  solu-
tions, Maorket-leading solutions con

glve mermbers aocess b financial
aggregation tools that enable them
to see all their financial affairs in one
ploce, including their deibts and other
sovings products such as 15As, along-
side thekr pension, They are able to
deliver  Intzligent communication
“nudges’, prompting rembers ingo
activity ot d time when action would
be appropriate for them.

Delagation con enhance the eme-
ployee expenence and provide a
host of Stherwise unobtainable op-
portunities. "There are =0 many new
oppoftunities to make DT pensions
miore financially efficient and engag-
ing = the time is nght to toke a frash
Iook at them,” Ms Falvey conciedes

Te find out more about Aon's DC
Selutions please call 0344 573 0033
or visit gon,com/pensions




