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Source: PPF and Insight as at December 2021. Allocation is money-weighted.
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UK DB schemes liabilities hedgedUK DB pension schemes bond allocation

Pension fund de-risking: asset allocation and hedge ratios

0%

20%

40%

60%

80%

100%

20
06

20
07

20
08

20
09

20
10

20
11

20
12

20
13

20
14

20
15

20
16

20
17

20
18

20
19

20
20

20
21

Allocation to bonds and annuities



Understanding the rationale for LDI

• Recognition of existential threats to 
affordability of pension provision

• Ability to hedge with traditional assets 
(government bonds) and derivatives (swaps)

• Alignment with endgame – hedging market 
price for transferring liabilities to an insurer

Risks clearly identified and hedgeable

• Ability to retain exposure to growth assets… 
helped keep cost of pension provision 
affordable

Implemented using leverage 



Liabilities 90% hedged, 
c.45% allocation to 

global equities 

Scheme C
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For illustrative purposes only. Data as at 31 August 2022. Allocations set at 1 January 2011; cashflows and rebalancing ignored for simplicity.

Members and sponsors have benefitted from liability hedges

Scheme A

Scheme C

Scheme B

Liabilities 90% hedged using 
govt bonds, zero ‘growth’ 

assets

Scheme A

Liabilities 50% hedged, 
c.45% allocation to 

global equities 

Scheme B



Source: PPF (on s179 liabilities) as at 31 December 2022.

Aggregate UK schemes deficit has reducedProportion of UK schemes in deficit has fallen

Pension schemes financial health is much improved
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Source: Bloomberg. Data to 31 December 2022.

15 years of real gilt yield declines reversed in 9 months 

Liquidity crisis, not a solvency crisis
But the years ahead may be more volatile than the past 
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• Liabilities largely hedged
• Concentrated index-linked gilt ownership

• QE ceased, QT starting
• High inflation and rising base rates

• Mini-budget, confidence and speculation

Source: Bank of England and Insight. Data to 31 October 2022.

UK gilt crisis: material yield rises preceded the rapid spike

Changing market dynamics
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What is the liquidity profile of your 
assets?

• Stress test to show how large moves in 
yields impact collateral and funding 
levels and check you have enough 
assets in daily dealing funds?

• Non daily dealing funds may not be 
suitable for fully funded schemes or for 
supporting LDI assets – what role do 
illiquid funds play?

Do you have a forward looking plan?

• Given improved funding levels in 2022 
– what is the timeframe to reach full 
funding?

• What is the scheme’s ‘endgame’ 
target? 

• Can full funding be achieved using 
high quality fixed income assets?

Does your governance model allow 
for quick decision making?

• Delegate authority to sub-committee?

• Timely access to relevant information?

• Who is tasked with implementing the 
actions? Are they accessible and 
proactive? 

• Up-to-date signatory lists?

• Delegation of forward-looking risk 
management and implementation? 

Questions to answer in 2023…
Key considerations for investment and risk management of Irish pension schemes

For illustrative purposes only.
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Important disclosures



• Past performance is not indicative of future results. Investment in any strategy involves a risk of loss which may partly be due to exchange rate 
fluctuations. 

• The performance results shown, whether net or gross of investment management fees, reflect the reinvestment of dividends and/or income and 
other earnings. Any gross of fees performance does not include fees, taxes and charges and these can have a material detrimental effect on the 
performance of an investment. Taxes and certain charges, such as currency conversion charges may depend on the individual situation of each 
investor and are subject to change in future.

• Any target performance aims are not a guarantee, may not be achieved and a capital loss may occur. The scenarios presented are an estimate of 
future performance based on evidence from the past on how the value of this investment varies over time, and/or prevailing market conditions and 
are not an exact indicator. They are speculative in nature and are only an estimate. What you will get will vary depending on how the market 
performs and how long you keep the investment/product. Strategies which have a higher performance aim generally take more risk to achieve this 
and so have a greater potential for the returns to be significantly different than expected.

• Any projections or forecasts contained herein are based upon certain assumptions considered reasonable. Projections are speculative in nature and 
some or all of the assumptions underlying the projections may not materialize or vary significantly from the actual results. Accordingly, the 
projections are only an estimate.

• Portfolio holdings are subject to change, for information only and are not investment recommendations.

Risk disclosures



Liability-driven investment

• A credit default swap (CDS) provides a measure of protection against defaults of debt issuers but there is no assurance their use will be effective or 
will have the desired result.

• Derivatives may be used to generate returns as well as to reduce costs and/or the overall risk of the portfolio. Using derivatives can involve a higher 
level of risk. A small movement in the price of an underlying investment may result in a disproportionately large movement in the price of the 
derivative investment.

• Investments in bonds are affected by interest rates and inflation trends which may affect the value of the portfolio.

• The investment manager may invest in instruments which can be difficult to sell when markets are stressed.

• Where leverage is used as part of the management of the portfolio through the use of swaps and other derivative instruments, this can increase the 
overall volatility. While leverage presents opportunities for increasing total returns, it has the effect of potentially increasing losses as well. Any 
event that adversely affects the value of an investment would be magnified to the extent that leverage is employed by the portfolio. Any losses 
would therefore be greater than if leverage were not employed.

Associated investment risks



This document is a financial promotion/marketing communication and is not 
investment advice.

This document is not a contractually binding document and must not be used for 
the purpose of an offer or solicitation in any jurisdiction or in any circumstances in 
which such offer or solicitation is unlawful or otherwise not permitted. This 
document should not be duplicated, amended or forwarded to a third party 
without consent from Insight Investment.

Insight does not provide tax or legal advice to its clients and all investors are 
strongly urged to seek professional advice regarding any potential strategy or 
investment.

For a full list of applicable risks, investor rights, KIID risk profile, financial and non-
financial investment terms and before investing, where applicable, investors should 
refer to the Prospectus, other offering documents, and the KIID which is available 
in English and an official language of the jurisdictions in which the fund(s) are 
registered for public sale. Do not base any final investment decision on this 
communication alone. Please go to www.insightinvestment.com

Unless otherwise stated, the source of information and any views and opinions are 
those of Insight Investment. 

Telephone conversations may be recorded in accordance with applicable laws. 

For clients and prospects of Insight Investment Management (Global) Limited: 
Issued by Insight Investment Management (Global) Limited. Registered in England 
and Wales. Registered office 160 Queen Victoria Street, London EC4V 4LA; 
registered number 00827982.

For clients and prospects of Insight Investment Funds Management Limited: 
Issued by Insight Investment Funds Management Limited. Registered in England 
and Wales. Registered office 160 Queen Victoria Street, London EC4V 4LA; 
registered number 01835691.

For clients and prospects of Insight Investment Management (Europe) Limited: 
Issued by Insight Investment Management (Europe) Limited. Registered office 
Riverside Two, 43-49 Sir John Rogerson’s Quay, Dublin, D02 KV60. Registered in 
Ireland. Registered number 581405. Insight Investment Management (Europe) 
Limited is regulated by the Central Bank of Ireland. CBI reference number C154503. 

For clients and prospects of Insight Investment International Limited: Issued by 
Insight Investment International Limited. Registered in England and Wales. 
Registered office 160 Queen Victoria Street, London EC4V 4LA; registered number 
03169281.

Other disclosures

http://www.insightinvestment.com/


Insight Investment Management (Global) Limited, Insight Investment Funds 
Management Limited and Insight Investment International Limited are 
authorised and regulated by the Financial Conduct Authority in the UK. Insight 
Investment Management (Global) Limited and Insight Investment International 
Limited are authorised to operate across Europe in accordance with the 
provisions of the European passport under Directive 2004/39 on markets in 
financial instruments. 

For clients and prospects based in Singapore: This material 
is for Institutional Investors only. This documentation has not been registered 
as a prospectus with the Monetary Authority of Singapore. Accordingly, it and 
any other document or material in connection with the offer or sale, or 
invitation for subscription or purchase, of Shares may not be circulated or 
distributed, nor may Shares be offered or sold, or be made the subject of an 
invitation for subscription or purchase, whether directly or indirectly, to 
persons in Singapore other than (i) to an institutional investor pursuant to 
Section 304 of the Securities and Futures Act, Chapter 289 of Singapore (the 
‘SFA’) or (ii) otherwise pursuant to, and in accordance with the conditions of, 
any other applicable provision of the SFA.

For clients and prospects based in Australia and New Zealand: This material 
is for wholesale investors only (as defined under the Corporations Act in 
Australia or under the Financial Markets Conduct Act in New Zealand) and is 
not intended for distribution to, nor should it be relied upon by, retail 
investors. Both Insight Investment Management (Global) Limited and Insight 
Investment International Limited are exempt from the requirement to hold an 
Australian financial services licence under the Corporations Act 2001 in 
respect of the financial services; and both are authorised and regulated by the 
Financial Conduct Authority (FCA) under UK laws, which differ from Australian 
laws. If this document is used or distributed in Australia, it is issued by Insight 
Investment Australia Pty Ltd (ABN 69 076 812 381, AFS license number 
230541) located at Level 2, 1-7 Bligh Street, Sydney, NSW 2000.

© 2022 Insight Investment. All rights reserved.

Other disclosures (continued)
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