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Executive summary
Top priorities

Despite the economic  
difficulties associated with 
the Coronavirus pandemic, 
‘GMP equalisation’ is the top 
priority for schemes in the 
next 12 months.

‘GMP equalisation’

Schemes are seeking to 
address ‘GMP equalisation’ 
over the next 2-3 years. 
Almost three quarters 
seeking to complete back 
payments by 2022.

Plan design

Nearly half of sponsors 
with ongoing DB accrual 
expect either to close the 
scheme or reduce its 
generosity within the next 
3 years.

About the survey

The survey was conducted 
between 27 August and 7 
October 2020 and includes
129 responses. 

100 respondents had a  
trustee focus (79 trustees [of 
whom 20 were independent 
professional trustees] and 21
pension managers or Trustee 
Scheme secretaries whose 
primary focus is supporting the 
trustees). 29 were corporate 
representatives.

De-risking

In the next 3 years, 4 in 10 
schemes are looking to 
complete a bulk annuity 
transaction or longevity 
swap.

Governance

In the next 3 years, more 
professional trustees and 
schemes outsourcing more of 
their functions are expected 
to be the key trends.

Funding

There is a trade off between 
scheme security and 
business recovery: Trustees 
aim to shorten the time to 
meet schemes’ long term 
targets, while corporates 
expect to extend it.

Covenant after COVID-19 

1 in 3 say the sponsor’s 
ability to support the 
scheme has weakened in 
the short term; 1 in 6 say 
it has in the long term.



1.0

Key trends facing DBschemes



Key priorities

Despi te the uncer ta inty fac ing 
pens ion schemes,  due to the COVID-
19 pandemic ,  par t ic ipants  repor t  that  
‘GMP equal isat ion’  is  the foremost  
issue that  schemes wi l l  face dur ing 
the next  12 months (F igure 1) .

For  most  respondents  the immediate 
focus on ‘GMP equal isat ion’  is  
expected to las t  for  the immediate 
future and when look ing three years  
and beyond,  many schemes see their  
focus return ing to long- term journey 
p lanning.

Alongs ide th is  we see a heightened 
focus on de-r isk ing over  the medium 
term, wi th t ransact ions (bulk  
annui t ies  or  longevi ty swaps)  the 
seventh ranked pr ior i ty for  the next  
year ,  but  the th i rd ranked pr ior i t y 
over  three years .

Despite the uncertainty facing pension 
schemes, due to the COVID-19 pandemic, … 
‘GMP equalisation’ is the foremost issue that 
schemes will face during the next 12 months.

Respondentscouldselectup to three options

Figure 1: Which are the most important issues that you see impacting your pension scheme 

over the next …

1 year 3 years

1 ‘GMP equalisation’

2 Long-term journey planning

3 Investment strategy

4 Funding/contribution negotiations 

5 Sponsor covenant

6 Administration 

7 Buy-in/buy-out/longevity swaps 

8 Member communications

9 Dealing with The Pensions Regulator

10 Expected changes to RPI

11 Members transferring out

Long-term journey planning 1

Investment strategy 2

Buy-in/buy-out/longevity swaps 3

‘GMP equalisation’ 4

Sponsor covenant 5

Funding/contribution negotiations 6

Administration 7

Dealing with The Pensions Regulator 8

Expected changes to RPI 9

Member communications 10

Members transferring out 11



8%

Likely to cut the generosity of the DB plan (but 
not close it) in the next 3 years

Likely to close the DB plan in the 
next 3 years

Corporate

38%
Corporate

17%
Trustee

25%
Trustee

Sample: Schemes open to future accrual
Percentage likely, very likely, extremely likely

Plan design

Af ter  seeing a major  t rend to p lan 
c losure over  the per iod 2015 to 
2018,  we saw DB plan c losure s low 
in 2019 (Source,  W i l l is  Towers  
W atson FTSE 350 DB pens ion 
scheme repor t  2020) .

In th is  survey,  we can see that  
economic  turbulence is  leading 
employers  to take another  look  at  
th is  pos i t ion.  Near ly hal f  o f  
corporate respondents  wi th DB 
schemes open to accrual  repor t  that  
they are the l ike ly to c lose or  reduce 
the generos i ty of  these schemes in 
the next  three years .  

Figure 2: How likely do you think it is that in the next 3 

years the sponsor is …

Potent ia l ly ref lec t ing the d i f f icu l t  cur rent  
economic  environment  and market  
uncer ta inty,  investment  s t rategy is  the 
th i rd most  impor tant  area of  focus for  
next  year ,  and the second one look ing 
three years  ahead.

One issue where we saw divergence 
between those wi th a T rustee focus and 
those wi th a Corporate focus was funding 
negot iat ions (which ranked four th for  
t rus tees over  the next  year ,  but  second 
for  corporate respondents) .  Some 
t rus tees may face tougher  negot iat ions 
than they ant ic ipate.  



De-risking transactions

W ith many pens ion schemes now moving 
c loser  to their  long- term objec t ives we 
are seeing a heightened interest  amongst  
t rus tees and sponsors  in  reduc ing DB 
pens ion r isks .  

2018 and 2019 were record years  for  the 
bulk  annui ty market  and 2020 is  a lso on 
t rack  to be one of  the bus ies t  years  to 
date.  Fewer  very large t ransact ions have 
made i t  eas ier  for  smal ler  schemes to get  
providers ’  a t tent ion,  and wide credi t  
spreads in March and Apr i l  de l ivered 
at t rac t ive pr ic ing for  schemes a l ready in  
the market .

One th i rd are look ing to pursue a

bulk  annui ty t ransact ion in  the next  three 
years ,  and around one in e ight  say i t  is  
l ike ly that  they wi l l  look  to enter  a 
longevi ty swap dur ing that  t ime (F igure 3) .  

There is  some over lap between these 
groups.  In  tota l ,  40% of  schemes are 
l ike ly to do e i ther  a bulk  annui ty or  a 
longevi ty swap t ransact ion.

The shor t - term hor izon therefore suggests   
s igni f icant  ac t iv i ty to  reduce pens ion r isks  
and cont inuing growth in  the buy- in and 
buyout  market .  This  level  of  demand 
would be l ike ly to see the market  at  fu l l  
capac i ty and there are quest ions about  
whether  the market  can accommodate 
long- term demand.

Bulk annuity 
transaction

Longevity swap 
transaction

33% 12%

Percentage of likely, very likely, extremely likely

Figure 3: How likely to do you think it is that your pension scheme will look to 
take any of the following actions in the next 3 years?
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Funding and the 
DB journey



Most  journey p lans would be imper i l led by 
a rapid deter iorat ion in  the sponsor ing 
employer ’s  abi l i ty to  suppor t  the scheme. 
The Coronavirus  pandemic ,  and the 
economic  d is locat ion i t  is  caus ing,  
therefore represents  a fundamental  
chal lenge for  many schemes.

Around a th i rd of  respondents  feel  COVID-
19 has weakened the scheme sponsor ’s  
abi l i t y to  suppor t  the scheme in the shor t  
term and around 1 in  6 in  the long term 
(F igure 4) .

W ith funding pos i t ions typ ical ly  worsening 
over  the course of  2020 as wel l ,  th is  is  
present ing a par t icu lar ly chal lenging 
backdrop to negot iat ions.

As a resul t ,  24% expect  a la ter  recovery 
p lan end date at  the next  ac tuar ia l  
va luat ion (wi th only 7% expect ing an 
ear l ier  end date) .  By contras t ,  35% of  
respondents  to our  pre-pandemic  2019 
survey expected a shor ter  recovery p lan.

Meanwhi le,  28% of  respondents  expect  
their  scheme’s  def ic i t  reduct ion 
contr ibut ions to grow,  compared to 17% 
in 2019.  12% expect  def ic i t  contr ibut ions 
to fa l l .

Despi te percept ions of  covenant  having 
weakened in many cases,  the propor t ion 
expect ing s t ronger  technical  provis ions 
is  lower  in  2020 (27%) than in 2019 
(41%).

Weakened No change Strengthened

Short term

Figure 4: What difference do you think the COVID-19 pandemic and 
economic crisis has made to your sponsor’s ability to support the scheme? 

Long term

COVID-19, covenant and expectations for new funding agreements

35%

61%

3%

16%

79%

5%

Note: percentages indicate ‘Weakened’/‘Weakened significantly’ and ‘Strengthened’/‘Strengthened significantly’. Numbers may not sum to 
100% due to rounding 



In  addi t ion,  t rus tee respondents  on 
average expect  a shor ter  per iod to 
achieve their  des ired long- term pos i t ion 
than they d id a year  ago.  For  corporate 
respondents  the reverse is  t rue.

Schemes face conf l ic t ing pressures on 
their  long- term goals  and the s t rategies  
for  del iver ing these.  On the one hand,  
upcoming changes to the funding 
regime are des igned to move funding to 
a lower  r isk  s tate and The Pens ions 
Regulator  (TPR) is  focussed on mak ing 
benef i ts  more secure.

On the other  hand,  economic  
c i rcumstances are p lac ing sponsor ing 
employers  under  cons iderable s t ra in 
and schemes wi l l  need to be very 
consc ious about  balanc ing member  
secur i ty wi th employer  costs .

Figure 5: When do you expect your scheme to be in a position to achieve its 
long-term goals? 2020 2019

Trustee
64%

26%
10%

Within 9 years /
already achieved

10 to 14 years 15 years or more

43%
33%

24%

Within 9 years /
already achieved

10 to 14 years 15 years or more

28% 34% 38%

Within 9 years /
already achieved

10 to 14 years 15 years or more

51%
37%

11%

Within 9 years /
already achieved

10 to 14 years 15 years or more

Corporate

*Note: ‘Don’t know’ responses are excluded. Numbers may not sum to 100% due to rounding.

Long-term goals

In  F igure 5,  we repor t  the t ime 
f rame over  which schemes expect  to  
achieve their  long- term goals .

W hi ls t  in  2019 resul ts  f rom t rus tee 
and corporate respondents  are in  
broad a l ignment ,  our  2020 data 
shows a sharp contras t :  t rus tees 
expect  a shor ter  per iod to achieve 
the scheme’s  long- term goals  than 
corporates do.

64% of  t rus tee respondents  now 
expect  to  achieve the scheme’s  
long- term objec t ives in  no more 
than n ine years .  By contras t  only 
28% of  corporate par t ic ipants  repor t  
th is  expectat ion.



10%
24%

66%

Fast Track
Likely

Not sure Bespoke
Likely

47%

16%

37%

Fast Track
Likely

Not sure Bespoke
Likely

Figure 6: How likely is it that your scheme will adopt a Fast Track or Bespoke 
approach?

Fast Track Bespoke

Trustee

Corporate

TPR is  consul t ing on a new Code of  
Pract ice on DB funding.  I t  proposes that  
schemes should have l i t t le  re l iance on the 
sponsor  by the t ime they are s igni f icant ly 
mature,  wi th funding targets  converging on 
th is  objec t ive over  t ime.

There would be a twin t rack  approach to 
regulat ing the funding agreements  that  are 
des igned to meet  th is  objec t ive:

• New quant i ta t ive ‘Fast  T rack ’  guidel ines 
would cover  assumpt ions and recovery 
p lans.  Schemes fo l lowing these could 
expect  l ight - touch supervis ion.  

 Schemes could take a ‘Bespoke’  
approach i f  aspects  of  Fast  T rack  were 
judged inappropr iate or  unaf fordable,  
but  Bespoke agreements  would at t rac t  
more scrut iny.

In F igure 6 we repor t  respondents ’  v iews 
on the proposed regime.  T rustees are spl i t  
between the two approaches:  47% suggest  
they are l ike ly to use the Fast  T rack ,  
compared to 37% favour ing the Bespoke 
route.  By contras t ,  corporate respondents  
s t rongly prefer  the Bespoke approach 
(66% to 10%).

Most  respondents  expect  the new funding 
regime to lead to negot iat ing power  
shi f t ing to t rus tees:  over  hal f  agree wi th 
the s tatement  that  “ the new regulatory 
approach is  l ike ly to increase sponsor  
payments  to pens ion schemes” .

The new funding regime

Note: percentages indicate ‘quite likely’ or ‘very likely’
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‘GMP 
equalisation’



Data
preparation

Make back 
payments to 
pensioners

Decide 
equalisation 

method

2020 2021 2022 2023 or later Don’t know

Start

Completed by

Start

Completed by

*Note: Percentages may not sum to 100% due to rounding. All respondents who answered either a start or end date are included.

Af ter  28 years  of  uncer ta inty,  the L loyds 
judgment  on 26 October  2018 conf i rmed 
that  schemes must  equal ise benef i ts  
between men and women where 
d i f ferences ar ise f rom the s tatutory 
calculat ion of  Guaranteed Min imum 
Pens ions (GMPs) .  This  is  a major  
under tak ing.  

Perhaps for  a var iety of  reasons – the 
immediate demands of  the pandemic ,  the 
scale of  the task ,  the wai t  for  government  
guidance and legal  c lar i ty – 55% now 
expect  to  complete the bulk  of  ‘GMP 
equal isat ion’  la ter  than they d id 12

months ago.  But  schemes are look ing to 
make s igni f icant  progress.  As we saw in 
F igure 1,  more respondents  named ‘GMP 
equal isat ion’  as  their  top pr ior i ty for  the 
next  12 months than c i ted any other  
issue.  

In  F igure 7 we can see that  the major i ty 
are look ing for  the bulk  of  the preparatory 
work  to be completed by 2021 and a lmost  
three quar ters  expect  back  payments  to 
pens ioners  to have been completed by 
2022.  In some cases,  these may prove 
ambit ious targets ,  but  schemes are 
look ing to dr ive forward and s tar t  to  draw 
a l ine under  the issue.

Addi t ional ly,  53% of  respondents  said 
they were l ike ly to equal ise by conver t ing 
GMPs into scheme benef i ts ,  wi th only 
20% expect ing to mainta in dual  male and 
female records ( the remainder  were 
unsure) .  

These percentages m ight  change:  in  our  
exper ience,  as  schemes have explored 
‘GMP equal isat ion’  in  more deta i l ,  some 
schemes who s tar ted of f  expect ing to 
conver t  have conc luded that  th is  is  more 
d i f f icu l t ,  and dual  record keeping less  
d i f f icu l t ,  than they f i rs t  assumed.  

… and almost three 
quarters expect back 
payments to pensioners 
to have been completed 
by 2022

Figure 7: When do you expect your scheme to complete the 
following GMP issues?

14%
59% 19%

2% 6%

61%
32%

2% 5%

10% 58% 21%
8% 3%

4% 51%
29%

6%
10%

0% 39% 35%
24%

2%
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39%

5%

5%

21%

16%

10%

59%

44%

73%

73%

60%

51%

2%

50%

22%

6%

23%

39%

Trustee meetings frequency

Time per meeting

Time taken by the trustee board to 
make a decision

Trustee board effectiveness

Meeting effectiveness: discussion 
with external advisers

Meeting effectiveness: discussion 
between trustees

More LessAbout the same
*Note: Percentages may not sum to 100% due to rounding.

Sample: Trustee focussed respondents.

Governance during the pandemic

Dur ing 2020 the move to remote 
work ing,  prec ip i ta ted by nat ional  
lockdown,  has fundamental ly a l tered the 
way DB pens ions schemes have been 
run.  T radi t ional  face- to- face meet ings 
have been replaced by shor ter ,  more 
f requent  onl ine meet ings (F igure 8) .

How has remote work ing af fec ted 
Trustees ’  ef fec t iveness? In F igure 8,  we 
can see that  they are most  l ike ly to say 
th ings have not  s igni f icant ly changed,  
for  bet ter  or  worse.  T rustees are more

l ike ly to say that ,  overa l l ,  the t rus tee 
board has become more ef fec t ive than 
that  i t  has become less ef fec t ive.  More 
a lso th ink  dec is ion mak ing is  now fas ter  
than say i t  has become bogged down.

However ,  many t rus tees repor t  that  
d iscuss ion between the t rus tee group is  
less  ef fec t ive (39%);  l ikewise,  
d iscuss ion wi th advisers  (23%).

I f  the move to more onl ine meet ings 
becomes permanent ,  then Trustee

Figure 8: How would you say the move to virtual meetings during the COVID-19 
pandemic has affected the governance of your scheme? 



[TEXT HOLDER]

Figure 9: How likely do you think it is that the following will be major trends in the 
governance of DB pensions schemes in the next 3 years?

Trustee Corporate

More professional / independent trustees

Schemes outsourcing more of their functions

DB master trusts overseeing different employers’ 
pension arrangements

Smaller trustees boards

Schemes using a smaller number of advisers

Schemes replacing trustee boards with a sole 
professional trustee

56%

49%

39%

29%

25%

20%

71%

57%

30%

50%

36%

36%

groups may need to adjus t  their  approaches 
to,  once again,  fac i l i ta te more d iscuss ion 
and debate.

Future trends in governance

In  F igure 9,  we repor t  the expected major  
t rends in  governance of  DB schemes 
expected over  the next  three years .  An 
increase in the ro le of  profess ional  t rus tees 
and greater  outsourc ing of  
funct ions/serv ices are the foremost  
expectat ions of  survey par t ic ipants .

56% of  t rus tee and 71% of  corporate 
respondents  expect  a growth in  
independent  profess ional  t rus tees,  
whi le  over  hal f  o f  both corporate and 
t rus tee par t ic ipants  expect  an increase 
in schemes outsourc ing.

In terms of  key new developments  in  
governance:  over  a th i rd of  respondents  
expect  DB master  t rus ts  to grow 
mater ia l ly in  the next  three years  (39% 
of  T rustee and 30% of  Corporate 
responses) .

However ,  we do see some di f ferences 
between corporate and t rus tee responses,  
wi th regards the potent ia l  for  fu ture 
governance ar rangements  to shr ink  the 
t rus tee board:  

• 50% of  corporate and 29% of  t rus tee 
respondents  see smal ler  t rus t  boards as 
a l ike ly outcome

• 36% of  corporate and 20% of  t rus tee 
respondents  see use of  so le t rus tees 
growing mater ia l ly over  the next  three 
years .

Percentage likely, very likely, extremely likely



The role of independent professional 
trustees

The las t  decade has seen a large 
growth in  the ro le of  independent  
profess ional  t rus tees.  In  F igure 10 we 
examine what  contr ibut ion pens ion 
profess ionals  th ink  th is  has made to 
improving scheme governance.

Some 76% of  t rus tees repor t  
independent  profess ional  t rus tees have 
s igni f icant ly enhanced the governance 
of  their  scheme overal l ,  wi th the chief  
advantages seen to be their  knowledge 
of  market  pract ice (89%) and spec ia l is t  
exper t ise (87%).

7 in  10 t rus tees feel  that  profess ional  
t rus tees have contr ibuted to more 
ef fec t ive dec is ion mak ing (71%) and 
more than hal f  th ink  they have provided 
greater  independence f rom the sponsor  
(54%).

By contras t ,  only a m inor i ty feel  that  
profess ional  t rus tees have helped 
schemes improve their  re lat ionship wi th 
the sponsor  or  the Regulator .

Figure 10: On the following scale, to what extent do you think the independent trustee(s) 
has enhanced your trust board’s …

4 / 5 – To a significant extent

Sample: All respondents (excluding professional trustees), whose trustee board contains an independent professional trustee.

76% of trustees report independent professional 
trustees have significantly enhanced the 
governance of their scheme overall

Knowledge of other schemes / market 
practices 

Specialist expertise

Effective decision making

Independence from the sponsor

Relationship with the sponsor

Ability to manage the scheme, given 
difficulties in finding member trustees

Relationship with regulator

89%

87%

71%

54%

46%

40%

30%
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