DC CAPABILITIES

FOR PROFESSIONAL ADVISERS ONLY

Defined Contribution Pension Solutions.
Flexibility and choice from an experienced partner

Amid the jargon and legislation, it is sometimes easy to overlook the
goal of any pension scheme: to provide employees with a decent
standard of living in retirement. Legal & General Investment
Management is a leading provider of solutions designed to help pension
schemes meet their objectives.
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ABOUT LGIM

Legal & General Investment Management
One of Europe’s largest asset managers - £465 billion assets under management (as at 30 June 2014).
Legal & General Investment Management is the investment management business of Legal & General
Group Plc (Legal & General), a FTSE 100 listed company with a history dating back to 1836.
Many asset managers claim to be ‘client focused’ but few can match our track record. We have built
our business by understanding the unique needs of investors, the challenges and risks they face and
their investment objectives. It is our ability to see what matters most to them and translate this insight
into valuable, accessible investment products and services that has made us an enduring choice for
institutional investors and their consultants.
We offer market-leading expertise across a wide range of fund management capabilities, from index
tracking, active fixed income, multi-asset, commercial property and active equity to innovative risk
management solutions.
We are dedicated to investment management, with no affiliates involved in broking, banking, custody
or related activities.

ASSETS UNDER MANAGEMENT (£bn)
By Asset Class

By Client Type

£bn
184
166
72
20
11
13
465

Equity
Bonds
LDI
Multi-Asset
Property
Cash
Total

Pension Funds
Internal
Other Institutional
Retail
Total

£bn
308
83
54
20
465
Source: LGIM as at 30 June 2014

An award-winning investment company
There is more to success than assets under management. We put the client at the heart of what we do, and
this drives our approach to everything from investment teams to product development and client service. The
success of this philosophy has been recognised with numerous industry awards across our entire business.

Awards for excellence
PENSIONSAge

WARDS
2014

WINNER

LDI MANAGER OF THE YEAR

PENSIONSAge

WARDS
2014

WINNER

PASSIVE MANAGER OF THE YEAR

PENSIONSAge

WARDS
2014

WINNER

PROPERTY MANAGER OF THE YEAR

PENSIONSAge

WARDS
2014

WINNER

RISK MANAGEMENT PROVIDER
OF THE YEAR
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THE DC DECISION

The DC decision

Why choose LGIM?

The defined contribution (DC) market is growing
rapidly. The move away from defined benefit (DB)
schemes and the shift to auto-enrolment means that
this trend is likely to accelerate over the next 10 years.
Choosing a DC partner is a critical decision as it will
have a major impact on the members of your scheme.

•

Strong and established: LGIM is part of Legal
& General, one of Europe’s largest financial
services companies.

•

Experienced: We are one of the UK’s largest
pension providers. This experience has helped
us design solutions specifically aimed at meeting
the unique requirements of DC pension scheme
members.

•

An end-to-end provider: We can help members
at every stage of the pension journey, through
growing a pension pot, to de-risking ahead
of retirement and finally moving to annuity
purchase.

•

Unparalleled investment choices: We offer over
300 investment funds, ranging from indextracking to active fixed income, as well as
equity, property and multi-asset funds.

•

Default fund options: We have designed
diversified funds specifically for the DC market,
looking to provide broader exposure and a
longer investment horizon. Index funds are also
often used as default fund options as these
provide market returns at competitive cost.

•

Flexibility: Every scheme is different, so we give
you the tools to reflect that. You can blend your
own funds, ‘white label’ these and change the
way fees are paid.

•

Support: Pension schemes are long-term
vehicles and we build relationships on this
basis. This can be explicit – such as through
our trustee education seminars – or simply
providing excellent day-to-day client service
and support. Our Greenwich survey feedback
demonstrates that clients like working with us
and appreciate the high quality services we
deliver.

•

Commitment: Providing pension management
services has been a core activity for LGIM
since our inception. Our commitment to DC can
be seen in the number of solutions designed
specifically for the DC market.

The LGIM DC philosophy
The objective of any pension scheme is to provide
the best retirement income for its members. LGIM
believes that this can be done through providing
members with a range of high quality investment
solutions, coupled with additional services to help
achieve this goal, offering a range of solutions at
every stage of the pension journey.
The Pensions Regulator has developed a set of
principles around the design and governance of
DC schemes. These help deliver the key elements
required to ensure positive outcomes for members,
and we believe we can help schemes provide
members with good pensions by addressing these:
•

Appropriate investment decisions

•

Efficient and effective administration

•

Considered choices around contributions

•

Protection of assets

•

Value for money

•

Optimum conversion of pension savings into a
retirement income
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BUILDING THE PENSION POT

Helping your members – at every stage of the journey
There are three clear phases to the pension fund journey. We provide options in each of these phases.
Accumulation/growth
Member

Pension
assets

De-risking

Retirement

Pre-retirement
positioning

Retirement
income

Employer

Default Fund

Annuity hedging

Wider investment options

De-risking

Annuity
Income drawdown fund
options

Growth phase - building the pension pot
What is the most suitable investment strategy to ensure that you get the best return for your pension
contributions? There is no single right answer given the varying needs and characteristics of different
schemes. We therefore provide a wide range of investment options, helping you make the most appropriate
choice for your scheme.
Index funds: LGIM is the UK’s largest index fund managers, providing investors access to a wide variety
of different strategies and asset classes, with the added benefits of simplicity, liquidity and ease of
implementation. Our index fund range spans all developed and emerging equity and government bond
markets as well as the US, European and UK corporate bond markets.
Index funds are an ideal building block for a portfolio. By their very nature, these funds offer a degree of
diversification while also requiring less ongoing monitoring. These funds aim to provide a market return in a
cost-effective manner. Cost is not, and should not, be the sole criteria for choosing a manager but, if higher
fees do not generate higher returns they could have a significant detrimental impact on a long-term investor
such as a DC scheme member, and may mean that a member has to work longer. In the example below, the
member paying the higher fee would have to work for an additional three years to amass the same total
retirement fund.
Effect of charges on member saving £100 per month with a 6% annual gross gain
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DE-RISKING PHASE

The default fund choice
Research suggests that as many as 80%1 of members will use the default fund option for their contributions,
rather than the full range of investment funds available to them. The selection of an appropriate default fund
is therefore one of the most critical decisions that trustees will make.
Multi-asset funds: Our multi-asset fund management capability allows us to provide good value, riskaware investment products concentrated on specific markets and client requirements. Multi-asset funds
(sometimes referred to as diversified growth funds or absolute return funds) are increasingly popular choices
for default fund choices.
Our diversified funds have been designed specifically with the pension market in mind. We believe that the
asset allocation decision at the heart of any diversified fund has to be different when you have different time
scales. New members may be investing for 40 years and our funds reflect this.
Bespoke blended products: Many clients prefer to create their own default fund. With over 300 DC funds,
clients can create their own blended portfolio. Once a client has decided upon the appropriate mix of funds,
LGIM’s Asset Allocation team will ensure that this mix is maintained, while members see a single fund
with one price. This allows a scheme to alter the underlying component funds without then having to make
numerous corrective portfolio adjustments; LGIM can implement the required changes efficiently.
ABC pension
scheme member

IM
LG

ded priced
blen
fun
d

LGIM
managed
property
(25%)
LGIM
gilt index
fund
(15%)

LGIM
diversified
growth fund
(35%)

LGIM
passive global
equity fund
(25%)

Before

ABC pension
scheme member

IM
LG

ded priced
blen
fun
d

LGIM
property
hybrid
(20%)
LGIM
passive
bond fund
(20%)

LGIM
diversified
growth fund
(40%)

LGIM
passive global
equity fund
(20%)

After change

De-risking phase - positioning for retirement
As retirement approaches, it makes sense to start to re-position a portfolio. The aim moves from being
wholly focused on growing assets, to protecting those assets and maximising what retirement income these
will be able to buy. With the onset of auto-enrolment, attention has focused on default fund options. Yet up
to 20% of DC members are already in a pre-retirement phase and the numbers will increase as DC becomes
the prevalent pension option. As such, we believe it important to have pre-retirement options in place now.
Pre-retirement funds: Historically, many investors have been offered only simple de-risking options as retirement
approaches, typically by gradually switching equity exposure into bonds, particularly long-dated gilts. As with
default funds, we believe that DC pension scheme members will benefit from a more targeted approach.
The purpose of a pre-retirement fund is to reduce the effect of swings in investment markets and decrease
the impact of changes in annuity pricing. Our research indicates that switching into gilts may meet the first
criterion, but not the second. We used our experience of working with Legal & General’s annuity team to
identify the main drivers of changing annuity prices, and have structured our fund accordingly. The Fund
does not rely on derivatives and operates a simple, transparent structure.

Defined Contribution Market Intelligence, Spence Johnson Ltd, 2013
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CLIENT SERVICE

Retirement
Legal & General is one of the UK’s largest annuity
providers. We look after 750,000 annuity clients,
and paid pensions of over £1.4 billion during the 12
months to April 2014.
A growing number of members are looking to use
income drawdown in retirement as an alternative to
the traditional purchase of an annuity. For members
moving into an income drawdown solution, our
comprehensive fund range again provides plenty
of options. We have a broad range of fixed income
funds covering government bond and corporate
bond markets, with both active and index-tracking
options. We can also provide property funds
options, including another fund specially developed
for the DC market, the Hybrid Property Fund. This
Fund delivers property exposure in a structure
designed to reduce some of the drawbacks of
traditional property funds.

Wider DC solutions
Investment choices are obviously the main driver
of any DC pension scheme decision. But we believe
that additional features create a better pension
proposition, and thus help scheme sponsors
satisfy the Pensions Regulator’s ‘comply or explain’
guidelines.

Valued-added services
We offer additional services to provide clients with
flexibility and accessibility - essential elements in
achieving DC objectives:
Midday fund pricing: we price our funds at midday,
as well as at close of business. Launched in May
2010 following extensive work with index providers
such as FTSE, this capability aids same-day
switches between managers, thus eliminating any
time out of the market.
Blending capability: Blending offers a scheme
great flexibility, enabling you to develop bespoke
fund mixes for use as a default fund or other
investment option. Such blended funds can be
white-labelled and incorporate funds managed by
external managers as well as LGIM.
Streamlined administration and straight-through
processing (STP): STP allows high volume and errorfree dealing, resulting in rapid price turnaround,
efficient reporting and reduced costs for clients.
We have a strong track record in facilitating STP for
third parties and can now include electronic trade
notification via EMX for our external Corporate
Platform clients.

Transitions management capability: We offer
clients a simple and cost effective route to
changing investment manager, or making other
significant and potentially complex changes to a
scheme’s investments.
Complete fee transparency: We provide flexibility
around management fee collection, either charging
directly by invoice or incorporating fees within the
unit price.

Client service
Great fund choices and value-added services mean
nothing if client service is sub-standard. More than
80% of our new business comes from established
clients — a record that we believe demonstrates
our success in growing with our clients’ needs and
serving them well.
Our client service is based on several simple factors:
Access to Client Relationship Managers who
understand and are focused on DC clients: We
typically attend around 500 meetings with DC
clients every year and provide resources for
member meetings.
Investment in people and systems: Our
commitment to remain at the forefront of client
service in our industry is shown by consistent
investment in our infrastructure and regular
training for our client teams.
Ease of access via online servicing and regular
consultant communications allows members to
track investments; making pension details readily
available to members increases engagement and
understanding.
Education is a key consideration for any DC
scheme, as it helps members make better decisions
about their future. Our member communications
use plain English and clear, informative graphics.
Trustee support is provided through a Trustee
Education Seminar programme that covers topics
including auto-enrolment, investment solutions and
regulatory requirements.

Why choose LGIM?
•

Part of a strong and established group

•

Experienced pensions solutions provider

•

An end-to-end provider, from asset accumulation to
retirement positioning

•

Unparalleled investment choices across all major asset classes

•

DC-specific default fund options

•

Flexibility to create your own solutions

•

Support via education and outstanding client service

•

Committed to providing appropriate investment solutions and
long-term partnerships

CONTACT US
www.lgim.com
+44 (0)20 3124 2000
Legal & General Investment Management, One Coleman Street, London EC2R 5AA.

IMPORTANT INFORMATION
The information contained in this brochure is not intended to be, nor should be construed as investment advice nor deemed
suitable to meet the needs of the investor.
Authorised and regulated by the Financial Conduct Authority.
© 2014 Legal & General Investment Management. All rights reserved. No part of this document may be reproduced in whole or in
part without the prior written consent of Legal & General Investment Management.
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