What*s on the horizo \
DB trustees in 2024?

The Mansion House Calls for Evidence and the
Autumn Statement signal winds of change as

we enter into 2024. Along with improvements

in funding levels and record-breaking de-risking
activity, these policy announcements are leading
many schemes to rethink their strategic direction.

As we enter into 2024, trustees should consider
if now is the time to ‘kick the tyres’ on their long-
term strategy to ensure it remains fit for purpose
in this new landscape and consistent with the
longevity and strength of the sponsor’s covenant.

Over the forthcoming year trustees will also need
to get to grips with the new DB funding code and
the General Code.

We anticipate 2024 to be another busy year for
data and benefit rectification projects, driven in
part by the uptick in de-risking activity and GMP
Equalisation projects. We therefore expect the
capacity constraints in the industry to continue, so
trustees will need to have constructive discussions
with their administrators about what is achievable
over 2024 and may wish to consider specialist third
party support on certain projects.
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2023 was the year when the debate shifted to
how DB schemes can increase the impact of their
investment on the sustainability of the UK and
global economy. Over 2024 trustees will want

to consider how they can support in the energy
transition and use their influence with investment
managers to bring about social and environmental
change.

And it would be remiss not to mention the rise of
Al over 2023 - trustees will want to ensure that
over 2024 they understand the basics and the
potential opportunities, as well as being aware of
the risks - which should form part of the trustees’
cyber and data security risk assessments.

With so much on the horizon for DB trustees, and
to support with setting agendas for 2024, we have
honed in on the five key priority areas for DB
trustees to focus attention and resources.
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Five trustee priorities for 2024

Kick the tyres on your scheme(s) funding
and investment strategy and end game.

Get to grips with the implications of the new
funding code and of the General Code for
your scheme(s).

Discuss with your administrators the
timescales and plans for data work on
GMP Equalisation and Pensions Dashboard
projects.

how you can increase the social and
environmental impact of your scheme(s)
investments.

Take steps to understand the opportunities
Al could bring to your members as well as
understanding the risks.

. Work with your investment advisers on
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1. Kick the tyres on your scheme(s) funding and investment strategy and end game

Review your scheme’s strategy in light of the
evolving regulatory landscape and your sponsor’s
covenant - don’t discount other alternative end
game options which you may have previously
considered to be ‘off the table’. Make sure you
spend time considering your mortality risk
exposure and mortality assumptions within your
strategic discussions - to reflect the impact of
the continued high excess mortality rates. Given
the big changes we’ve seen in life expectancy,

it is also worth taking proactive actions to make
sure liability hedges remain fit for purpose - as
well as asking your investment advisers about the
potential impact of falling inflation/deflation on
your hedging strategy.

wer 2024 trustees of the smallest and
largest schemes should be rethinking the
potential role of insurance in their end
game and making sure they have a realistic
estimate from their Actuary of the cost to
insure. But insurance will not be the right
end game for all and the Autumn statement
paved the ways for more discussions on run
on or consolidation. And the time is ripe for
such thinking - 2023 brought us the first
superfund deal— which, for some, paves the
way for further new endgame options.

+@_] You can read more about the policy
announcements in the Autumn Statement in our
news alert here - and for support with reviewing
your strategic journey plan, including reassessing
endgame options, see our dedicated journey
planning resources hub.

+
I{ﬁﬁﬁ In challenging economic times, the sponsor
covenant comes into the fore. Read our recent
blogs which look at whether many DB sponsors
are at tipping points and what higher interest
rates mean for employer covenants.

For more detail on the insurance market,
including our view on how the future demand
and supply dynamics might play out check

out our LCP de-risking report. The report also
provides practical tips on how trustees might
approach the market in light of these dynamics
to achieve the best outcomes for members.

@{@ LCP Assure, our framework for smaller
schemes to insure benefits and reach wind-
up efficiently is launching in January. Our 3
step approach provides a journey plan that all
schemes can work to.

Here you can see our predictions for the
pension risk transfer market in 2024

-
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&8 For insight on recent longevity trends and
their implications for pension schemes and
insurers, see our 2023 longevity report. And for
details of the continued high excess death rates
in 2023 - see LCP Partner Stuart McDonald’s
blog on the implications for DB schemes of the
outcome of a new LCP-led study into recent
excess mortality, published in the Lancet and
conducted in association with ONS, DHSC and
the CMI.

o

A seismic shift in buy-ins/outs:
how is the market adaptifg?

CP report on future demand and supply
the buy-in and buy-out market

A new era for longevity

Insights to tailor your journey

LCP longevity report 2023
Part of LCP's ‘Cha ‘s

rt your own course’ series
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https://www.lcp.com/our-viewpoint/2023/11/pensions-bulletin-202347-autumn-statement-2023
https://www.lcp.com/insight-hubs/shifting-gears-key-stages-to-success
https://www.lcp.com/our-viewpoint/2023/11/are-many-db-sponsors-at-tipping-points
https://www.lcp.com/our-viewpoint/2023/11/are-many-db-sponsors-at-tipping-points
https://www.lcp.com/our-viewpoint/2023/12/what-do-higher-for-longer-interest-rates-mean-for-employer-covenants
https://www.lcp.com/our-viewpoint/2023/12/what-do-higher-for-longer-interest-rates-mean-for-employer-covenants
https://www.lcp.com/media/5b2hdqyw/lcp-de-risking-report-2023.pdf
https://www.lcp.com/media/1150224/lcp-assure.pdf
https://www.lcp.com/our-viewpoint/2024/01/lcp-s-predictions-for-the-pension-risk-transfer-market-in-2024
https://www.lcp.com/our-viewpoint/2023/12/lcp-partners-lead-first-study-to-provide-granular-insights-into-the-causes-of-post-pandemic-excess-deaths
https://www.lcp.com/media/1150286/longevity-report_2023.pdf
https://www.lcp.com/media/5b2hdqyw/lcp-de-risking-report-2023.pdf

2. Get to grips with the implications of thenew 3. Discuss with your administrators the 4. Work with your investment advisers on how

funding code and of the General Code for your  timescales and plans for data work on GMP you can increase the social and environmental
scheme(s) Equalisation and Pensions Dashboard projects  impact of your scheme(s) investments

This may involve dusting off (!) the preparatory Progress projects already in train and, for projects Which might involve looking at how you could
work undertaken in 2022, discussing with your which are yet to kick off, engage early with your invest in the energy transition (where consistent
advisers what’s changed and the implications for administrator on costs and timing. Be prepared with your scheme(s) journey plan) and use

your scheme(s). The new covenant guidance which to sense check you are on the right path on GMP influence with investment managers and insurers
will accompany the new funding code will also Equalisation and don’t forget your preparatory to ensure high standards of ESG integration and
require a more in-depth view of your sponsor(s)’ work for the Pensions Dashboard. stewardship.

future prospects - so make sure you start to have
those conversations with your covenant adviser

and the sponsor early on. This video sets out tips for success for your You can find out more about LCP’s work
GMP Equalisation projects and our GMP to support clients to invest responsibly
insights hub has further resources. and consider the real world impact of their

@f@ To remind yourself of the key points
relating to the second consultation on the
funding code, you can watch our on-demand
webinar - ‘The good, the bad and the
potentially ualy’. And for a summary of the

key actions trustees should consider taking
immediately and as part of their next valuations
to prepare for the new funding code see here.

You can find out more about LCP’s own data investment decisions here.

services team here.

- I- A5
Responsible Investiient= ras
lightbulb moment

+Y The new funding code will require a much e

g reater focus on covenant stren gt h for trustees By noiw, most people in the pensions industry accept that a
. climate emergency is looming, and that mitigating the visk of
and s ponsaors. Watch our on-demand webinar catastrophic events requires a massive redeployment of

capital,

- a whole new world for covenant advice - to
learn more. For meaningful actions trustees can
take, see our action list.

Ui pengion fund trustess and thair achisars have ales been inundated with requlstory reguineants

£ Consickr limate change, £o Rawe Fegard to tho smpact of cAmate stk in making decizians. and to

It We are proud to be leading the industry’s
thinking on the General Code. We have a + +
number of materials to help you get to grips
with what’s expected in the final General Code. + % +
Here you can find our ESOG guide, our ORA
quide and you can listen on demand to our + +
webinar; ESOG’s Fables.
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https://www.lcp.com/our-viewpoint/2023/01/the-new-db-funding-code-the-good-the-bad-and-the-potentially-ugly
https://www.lcp.com/our-viewpoint/2023/01/the-new-db-funding-code-the-good-the-bad-and-the-potentially-ugly
https://www.lcp.com/pensions-benefits/publications/new-db-funding-regime-action-list-for-trustees
https://www.lcp.com/events/2023/01/the-new-db-funding-code-a-whole-new-world-for-covenant-advice
https://www.lcp.com/pensions-benefits/publications/covenant-action-list-for-trustees-check-your-covenant-support-stands-up-in-the-new-regime
https://www.lcp.com/pensions-benefits/publications/understanding-the-single-code-of-practice-guide-to-the-esog
https://www.lcp.com/pensions-benefits/publications/own-risk-assessments-made-simple-guide
https://www.lcp.com/pensions-benefits/publications/own-risk-assessments-made-simple-guide
https://www.lcp.com/events/2022/02/the-single-code-of-practice-esogs-fables
https://vimeo.com/900159055?share=copy
https://www.lcp.com/insight-hubs/gmp-hub
https://www.lcp.com/insight-hubs/gmp-hub
https://www.lcp.com/media/w0bf42gy/data-services-at-lcp.pdf
https://www.lcp.com/investment/responsible-investment
https://gateway.on24.com/wcc/experience/eliteLaneClarkPeacockLLP/4203250/4395653/lcps-annual-db-pensions-conference
https://www.lcp.com/our-viewpoint/2023/08/responsible-investment-my-lightbulb-moment

5. Take steps to understand the opportunities
Al could bring to your members as well as

understanding the risks Keeplng upto date

o . The flurry of policy consultations and the level of market developments feel to be at an
Seek training on Al as part of your wider due . . . . . ,
. . all-time high - it will be more important than ever in 2024 to ensure you’re well placed to
diligence on cyber security so that you can then consider developments and emerging issues (and opportunities) as they arise
develop your Board’s cyber and Al policies from an P 9ing PP 4 '

informed position. This might mean leaving a standing slot on meeting agendas for current hot topics, or just making
sure you have a good source of updates on topical and emerging issues as the year goes on.

Sign up here for our weekly Pensions Bulletin, topical News Alerts and our events.
Check out our Al hub for information on
LCP’s own Al journey to date and for tips on
how to get started with Al, as well as details of
Al training which LCP can provide.

Contact us

[%l Our cyber security checklist has been
prepared in line with the Pensions Regulator’s Jill Ampleford
cyber security principles and should help you
to identify the first steps to strengthen and
manage your pension scheme’s cyber security
measures.

Laura Amin

jill.ampleford@Icp.com : laura.amin@lcp.com
+44 (0)20 7432 6757 /. +44 (0)20 3824 7331

Helen Abbott : Jon Forsyth

I Now is the time to understand the basics

. L. helen.abbott@Ilcp.com ' jon.forsyth@lcp.com
of Al and the potential opportunities

+44 (0)20 3314 4997 k- +44 (0)20 3824 7259
it presents to enhance outcomes for

members and to drive efficiencies.

But this needs to be assessed L(Jlth an All rights to this document are reserved to Lane Clark & Peacock LLP (“LCP™). This document may be reproduced in whole or in part,
provided prominent acknowledgement of the source is given. We accept no liability to anyone to whom this document has been provided
(with or without our consent).

awareness of the risks presented by the

Lane Clark & Peacock LLP is a limited liability partnership registered in England and Wales with registered number OC301436. LCP is a
registered trademark in the UK (Regd. TM No 2315442) and in the EU (Regd. TM No 002935583). All partners are members of Lane Clark

& Peacock LLP. A list of members’ names is available for inspection at 95 Wigmore Street, London W1U 1DQ, the firm’s principal place of
business and registered office.

The firm is authorised and regulated by the Financial Conduct Authority and is licensed by the Institute and Faculty of Actuaries for a range
of investment business activities.

new technology, and how these can be
mitigated.

© Lane Clark & Peacock LLP 2024
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https://www.lcp.com/insight-hubs/ai-insights
https://www.lcp.com/media/kagnfacw/cyber-security-checklist-for-pension-trustees.pdf
https://www.lcp.com/subscription-centre/subscription-centre-new-subscribers
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