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Executive summary

Cost-of-living crisis
Nearly 1 in 5 schemes face
pressure from members to
address the cost-of-living crisis
by paying discretionary increases

DB journey

With improved scheme
funding, a majority now
target buyout

‘

Member support

Pensions dashboards
Almost a quarter think producing the calculations
required will be difficult for their scheme, but 8-in-10
companies think they will be ready by the deadline

—

Emerging
Trends in DB

2022
1

-

‘GMP Equalisation’

Schemes have shifted focus to
maintaining dual records, instead
of conversion

Climate change

The number of schemes reporting
increased engagement and
stewardship of assets in relation to
climate factors has doubled, with a
third considering doing so in the
short term

Schemes made significant moves to improve member support and
enhance the member experience and this is expected to continue
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About the survey

70 WTW conducted a survey among trustees, pension managers and other key stakeholders on the main issues facing
defined benefit (DB) pension schemes in September 2022. Most respondents gave their views prior to the market turmoil
AUl that engulfed gilt markets towards the end of the month.

Assets under management Trustee focus
£5 billion or more 17%
£1 to £4.99 billion
£500 to £999 million Corporate fOCUS

£100 to £499 million
Less than £100 million 12%
Note: Numbers may not sum to 100% due to rounding

Source: 2022 Emerging Trends in DB Pensions Survey
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Cost of living
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Almost a fifth of schemes report their members are pushing for the
scheme to pay discretionary increases

How strongly do you agree or disagree with the following statements about how the current economic situation is impacting your pension

scheme?

1 7%

Members are actively pushing
for the scheme to pay
discretionary increases

Source: 2022 Emerging Trends in DB Pensions Survey
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13%

Sponsor covenant is a
significantly
increased concern

Percentage Agree, Strongly agree

12%

Inflation will fall back
quickly to levels
close to 2%



4 in 10 schemes are looking to update inflation assumptions

Has your scheme undertaken or is considering any of the following actions in response to the current economic situation and the cost-of-
living crisis?

Already in place Emerging focus

their OptIOI"IS at retirement

Award discretionary increases I 3% . 34%

M Planning I Considering

Note: Observations were weighted to allow one single response per scheme.
Source: 2022 Emerging Trends in DB Pensions Survey
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Climate change
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7 1n 10 schemes believe their investments should support
environmental considerations

How strongly do you agree or disagree with the following statements about climate change?

ﬁé% Trustee asa| CoOrporate

Believe investment should support environment
| believe a pension scheme’s investments should 2%
support environmental considerations

69%

Delivers better long-term performance
| believe investments supporting environmental 63%
considerations will perform better in the long run

44%

Scheme understands climate change risk
Our pension scheme has a strong understanding of 52%
how climate change may affect the scheme

56%

Sponsors pushing climate focus
Sponsors are actively demanding the 15%
scheme to take a stronger position on climate change

19%

Members pushing climate focus
Members are actively demanding the scheme to 0% 0%
take a stronger position on climate change

Percentage Agree, Strongly agree

Source: 2022 Emerging Trends in DB Pensions Survey
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Number of schemes preparing disclosures on climate Issues Is
expected to more than double in the near future

Is your scheme taking any of the following steps to address climate change?

Change
Already in place vs. 2021 Emerging focus

Understanding of climate change risks and opportunities

Increased engagement and stewardship _ 20% +19% - 3506
of assets in relation to climate factors

Prepare disclosures _ 0 . .
on climate issues 30% 26% - 36%

Set a formal climate goal/target for pension scheme
Undertake scenario analysis - 2204 +10% - 28%%

on the impact of climate change on the scheme
Divest assets - 16% +11% . 0%
Divest from certain assets for climate reasons 0 0

, . .
Survey members opinion . 6% +3% I 12%
on climate change

. . . Plannin Considerin
Note: Observations were weighted to allow one single response per scheme. ] g g

Source: 2022 Emerging Trends in DB Pensions Survey
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Pension change
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Almost 4 in 10 schemes still accruing benefits are likely to cut

generosity

DB plan status

% o 66%

Open to new
entrants accrual

Percentage of schemes

Closed to new entrants but
open to future accrual

AR

Closed to future

How likely do you think it is that in the next 3 years your
organisation / the sponsor will...?

Open to accrual

Reduce DB generosity 9%

(without closing)

Move to a DC plan 27%

L 4

Percentage likely, very likely, extremely likely

Note: Numbers may not sum to 100% due to rounding. Observations were weighted to allow one single response per scheme.

Source: 2022 Emerging Trends in DB Pensions Survey
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Half of schemes find lifetime income an advantage for CDC

But over half find costs or lack of Master trusts arrangements as barriers for adoption

How strongly do you agree or disagree with the following statements about the potential for Collective
DC (CDC) arrangements in the UK?

Having lifetime income
Members having a lifetime income (compared to a 9% 21% 49%

pot to be accessed in DC) is an advantage for CDC

o

4 N\

0-0

Member

outcomes Better outcome
CDC should provide better member 34%

outcomes (vs DC pensions)

Costs of adoption
6 % The costs and resources needed to make the 49 25% 46%

change are a barrier to introducing CDC

® _ Barriers to
Consider moving to a CDC adoption ook of Master rusts
arrangement Lack of Master trust arrangements for CDC 30%
is a barrier to introducing CDC
Percentage likely, very likely,
extremely likely B Disagree Neither [l Agree Don’t know

Note: Numbers may not sum to 100% due to rounding.
Source: 2022 Emerging Trends in DB Pensions Survey
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DB journey
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A majority now target buyout

Fewer schemes expect to run off the scheme supported by the sponsor

Which best represents the long-term strategy or target for the DB scheme?

2019 2020 2021 2022

Run-off

Scheme would continue to take 27%
some risks supported by
sponsor covenant

Run-off

Scheme would be more or
less self-sufficient

Buyout

Pay a third party (insurer,
consolidator) to take over
responsibility for the scheme

Note: ‘Don’t know’ responses are excluded. Numbers may not sum to 100% due to rounding.
Source: 2019-2022 Emerging Trends in DB Pensions Survey
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1 in 5 see a need to change their scheme’s long-term objective In
response to the new funding regime

New funding regime coming into force

O
Long-term

o

Sh oﬁ-term

=

am

ar

—
10% 20%

Think sponsor contributions will Think their scheme long-term
need to increase objective will need to change

Percentage at least “To a moderate extent”

Note: ‘Don’t know’ responses are excluded.
Source: 2022 Emerging Trends in DB Pensions Survey
wtw
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2 In 3 schemes expect to rely solely on investment returns to reach
their long-term objective

What will be the mix of investment returns and cash contributions from the sponsor expected to reach its long-term objective?

64%

31%

5%

B 2

Mostly cash contributions
from the sponsor

Mostly investment returns A mix

Sample: Schemes that did not achieve their long-term objective yet
Note: ‘Don’t know’ responses are excluded.
Source: 2022 Emerging Trends in DB Pensions Survey

camz wtw

© 2022 WTW. Proprietary and confidential. For WTW and WTW client use only.

17



Faster de-risking Is the most likely response to improvements in

scheme funding

Is your scheme exploring any of the following in response to improving scheme funding?

Lock in security
(faster de-risking)

25%

Contingent funding vehicles 19%

11%

Suspend or reduce deficit contributions

9%

Fund DB contributions from DB surplus
Fund DC contributions from DB surplus I 2%

. . o)
Benefits improvements I 1%

Il Action taken [l Planning

Note: ‘Don’t know’ responses are excluded.
Source: 2022 Emerging Trends in DB Pensions Survey
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Considering

19%

44%

18



‘GMP equalisation’
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4 1n 10 schemes expect to complete the bulk of ‘GMP equalisation’
later than they thought one year ago

How has the date by which you anticipate the scheme will complete the bulk of ‘GMP
equalisation’ changed in the last year?

59%

38%

3%
=S
Earlier

« E =»

Sample: Schemes that need to equalise their GMPs only
Note: ‘Don’t know’ responses are excluded. Numbers may not sum to 100% due to rounding.

Source: 2022 Emerging Trends in DB Pensions Survey
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3 in 4 companies expect all ‘GMP equalisation’ back payments to
have been completed by 2024

When do you expect your scheme to complete the following?

Year
B 2023 2024 . 2025 or later  Don’t know
45%
25%

20%

2

] P>

Make back payments
to pensioners

Completed by

Sample: Schemes that need to equalise their GMPs only
Note: Numbers may not sum to 100% due to rounding.

Source: 2022 Emerging Trends in DB Pensions Survey
wtw
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Schemes are more likely to maintain dual records

Of those converting around 7 in 10 aren’t likely to combine GMP conversion with a PIE exercise

How likely is it that your scheme Will combine GMP
will equalise GMPs by conversion conversion with a PIE
or will it maintain dual records? exercise?
100% W /
90% i % Yes
31%
0,
80% Convert No
70% | R - - - 2% Don’t know
60%
50%
40% 55%
. Maintain
30% dual records
20%
10%
’ 14%
Don’t know

0
Sample: Schemes that need to equalise their GMPs only 0%

Note: Numbers may not sum to 100% due to rounding.
Source: 2022 Emerging Trends in DB Pensions Survey
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Transactions and consolidation




1 in 3 are likely to complete a bulk annuity transaction in the next 3
years

How likely is your pension scheme
to take any of the following actions
in the next 3 years?

Has your scheme completed any
of the following?

Past Future
sl TTTTETEETEEETEESST =S sl T TTTTETEETEETS RN
’ \ %4 N Change vs PY
i v 7 \
| |
| |
: | : |
I b |
| |
| : | !
Longevity swaps 21% : I 9% :
1 1

| |
: | !
Pay consolidator (“superfund”) ! : ! :
to take over responsibility for : | : 3 |
the scheme 1 : I :
\ 41% ' 42% .

: / : /

\\\ Any action L \\ Any action L

Half of these have completed a
transaction in the past

Note: ‘Don’t know’ responses are excluded. Observations were weighted to allow one single response per scheme. “Future” is percentage likely, very likely or extremely likely
Source: 2022 Emerging Trends in DB Pensions Survey
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Member experience,

communications and support




There have been significant steps to enhance the member experience
Online educational content is expected to double

Is your scheme taking any of the following steps to enhance member experience and/or support?

_ Change _
Already in place vs. 2021 Emerging focus

Communication

Targeted to members as they 0
Targeted to members at other key 0
Support
Online access to individual quotations _ 45% +16% . 27%
Appointed independent financial _ . . S
. %
advisers 40% +15% 0%
Online educational content _ 34% +11% - 28%

Note: ‘Don’t know’ responses are excluded. Observations were weighted to allow one single response per scheme. - Planning Considering

Source: 2022 Emerging Trends in DB Pensions Survey
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Schemes continue to expand the options for members at retirement

Is your scheme taking any of the following steps to enhance member experience and/or support?

Member options | Change |
at retirement Already in place vs. 2021 Emerging focus

To take a partial transfer value 0
0 0
before/at retirement - 33% +14% I 8%

To take a pension increase

. 0 0] 0
exchange at retirement 22% +10% 12%
To take a bridging pension
. 0 0, 0
at retirement 18% +3% 10%
» , , . . . | Planning Considering
Note: ‘Don’t know’ responses are excluded. Observations were weighted to allow one single response per scheme.

Source: 2022 Emerging Trends in DB Pensions Survey
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1 in 10 schemes have seen an increase In early retirements

1 in 5 have seen an increase in members transferring out

Has your scheme seen more or less of the following activity over the last 12 months?

-
13%

More early retirements

Note: Percentages indicate ‘More’ or ‘Significantly more’
Source: 2022 Emerging Trends in DB Pensions Survey
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-
16%

More members transferring out
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Nearly 1 in 10 report their scheme has received legal advice to not

pay a transfer during the last year

Has your pension scheme received legal advice Reasons for the legal advice:
not to pay a transfer (at all) in the last year?

Non-statutory transfer
‘Refer a friend’ incentive
from the receiving scheme

Receiving arrangement has significant
proportion of overseas investments

No . Yes

Note: ‘Don’t know’ responses are excluded.
Source: 2022 Emerging Trends in DB Pensions Survey
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Pensions dashboards
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Most schemes are confident their data will be integrated with the
dashboards by its deadline date, but few are currently ready

About the steps your pension scheme is taking to allow members to connect their pension information to the Pensions dashboard.
To what extent ...?

Are you confident that your scheme data will be ready to
be integrated with the dashboard(s) by its deadline date?

83%

Does your scheme have a clear understanding of when it

71%
needs to connect to the dashboard(s)

Is your scheme ready today for your scheme data to be

0
integrated with the dashboard(s)? 24%

Do you expect the scheme will find it difficult to produce the

calculations required by the dashboard(s)? 23%

Does your scheme hold member records

: 8%
non-electronically?

Note: Percentages indicate ‘to a great extent’ or ‘very great extent’. Not sure option excluded.
Source: 2022 Emerging Trends in DB Pensions Survey
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Disclaimer

This report has been prepared for general purposes only and does not purport to be and is not a substitute for specific professional advice. While the matters identified are believed to be
generally correct, before any specific action is taken, specific advice on the circumstances in question should be obtained.

About WTW

At WTW (NASDAQ: WTW), we provide data-driven, insight-led solutions in the areas of people, risk and capital. Leveraging the global view and local expertise of our colleagues serving
140 countries and markets, we help you sharpen your strategy, enhance organizational resilience, motivate your workforce and maximize performance. Working shoulder to shoulder with
you, we uncover opportunities for sustainable success — and provide perspective that moves you. Learn more at wtwco.com.

WTW, 51 Lime Street, London, EC3M 7DQ, United Kingdom.
Copyright WTW 2022. All Rights Reserved.
WTW41151/0522
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