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Traditional Fund Options LCP
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White Labelled Options LCP

Evolutions from Traditional Strategies

Developed markets
Emerging markets

Equities
Global Bonds
Diversified Growth
Multi Asset / Absolute Return Funds
Managed Fund

Return

Bond Strategy

Cash Strategy

Risk




White Labelled Options LCP

Multi Asset Strategies
= Multi-Asset strategies starting to take the place of traditional managed funds

= Multi-Asset strategies could be a mixture of diversified growth funds

= Can also use asset allocation determined by Advisors/Fiduciary Managers with specialist
managers for each asset class (more common in UK)

= Examples:

Multi Asset Strategy - Medium Risk/Return
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Typical Default Strategy LCP

= De-risking starts between 5 and 15 years from retirement (with 10 years the most common)
= |n the growth phase, multi-asset funds and equities are typical

= Greater focus on the most appropriate bonds in the de-risking phase
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Lifestyle (ARF) Strategy LCP

= Trustees still have a default fund that targets an annuity at retirement

= However, some Trustees are adding a new Lifestyle (ARF) option to cater for members that
might take an ARF on retirement

= Example:
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National Employment Savings Trusts (NEST) |LCP

Default Option

= Nest will use a Target Retirement Date approach for the default strategy with
three distinct phases.

= Nest will dynamically manage the risk profile of the funds within each stage
depending on their market views.
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5 Predictions for DC

Greater use of
White Labelled
Strategies

LCP

13



5 Predictions for DC
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Possible implications of Solvency Il for DC LCP

Sponsor
Covenant?

Contingent
Assets?

Financial
assets

= The calculation and maintenance of a reserve to cover operation risk will add
significantly to frictional costs. This could increase the move to a contract basis
for DC.
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Advanced Communication

() IBM Pensions Trust - Introc
<« C N O vwwsmarpensionsukco.uk/indexphp/714/848
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Investments made easy

‘% Introduction Howrisky am|? My age and risk  How risky are my mvestmenis?

ntroduction

k? No-one mentioned risk!
~ 3 i I'}f'\'h 1
- Risk doean’t sound like a good thing. but we all take risks every day without even thinking about T eve X
l ' S e Of V I d e O it The video from Professor David Spiegelhalter of Cambridge University explains this in an H;’Wa'::::h ";‘:zz‘;;‘k'
S5 s ys u —~
CIHETLONING Wy, whether it's decikding where
3 = : - ; 10 ¢ross a road. 1aking part
and an" Y latlons Cambridge Ideas - r—’rgfess‘or Risk ; T S s FeAWhy B o
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We want you to have the information
you need to take risks that are
balanced with your age and
expectations

Use our "Risk Quiz” to
A5 Hunb mure apoul the &
! of saver you ars...

But nsk in financial tarms, like when you make an irvestment. can be more difficult to grasp We
all knowr that our investments “can go down as well as up™ and we know there "ars no

...short information bites, and risk

quiz, to help engage and educate the
members
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