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Introduction 
 
This is the Statement of Investment Principles (“the Statement”) prepared by the Trustees of The 
Standard Life Staff Pension Scheme (“the Trustees” and “the Scheme” respectively) as required by 
section 35 of the Pensions Act 1995, as amended, and the Occupational Schemes (Investment) 
Regulations 2005 (the Investment Regulations), as amended.  
 
The purpose of this Statement is to set out the principles which govern the Trustees’ decisions 
about the investments of the Scheme. In particular, this Statement includes the Trustees’ policies 
on: 
 

• investment objectives and how investments are chosen; 
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• the types of investments to be held by the Scheme and the balance between different kinds 
of investments; 

• the expected return on the investments; 

• the risks associated with the investments and how these are measured and managed; 

• the realisation of investments; 

• how the Trustees take into account social, environmental and governance factors in 
selecting, retaining and realising investments; the extent to which non-financial ethical 
factors are considered; and how the Trustees engage with the companies in which they 
invest. 

The Scheme consists of two sections, a Defined Benefit (“DB”) section and a Defined Contribution 
(“DC”) section. When the DB section of the Scheme closed to future accrual on 16 April 2016, 
members began to build future retirement savings through the DC section of the Scheme. Members 
with existing DC savings and additional voluntary contributions had their investments migrated over 
to the DC section.  
 
In preparing this statement, the Trustees obtained written advice from 
Deloitte Total Reward & Benefits Limited (the Trustees’ DB investment adviser) in relation to the DB 
Section of the Scheme and Barnett Waddingham LLP (the Trustees’ DC investment adviser) in 
relation to the DC Section. Both Deloitte and Barnett Waddingham are authorised and regulated by 
the Financial Conduct Authority to provide this advice. 
 
In preparing this Statement, the Trustees also consulted the Principal Employer. 
 
This Statement is effective from 30 September 2019 and replaces the Statement previously 
approved by the Trustees. 
 
The Trustees will review this Statement at least every three years to ensure it remains accurate. The 
Statement will be amended more frequently and as soon as possible should any changes be made 
to the Scheme’s investment strategy. The Trustees are committed to maintaining the accuracy of 
the Statement on an ongoing basis.  
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Defined Benefit Section 

1. Investment Objective 
 
The Trustees’ overall investment policy is guided by the following objectives: 
 

• To earn sufficient return on the Scheme’s assets (“the assets”) such that the Scheme will be 
able to meet all future benefit obligations as they fall due. 

• To minimise the annual volatility of the Scheme’s funding level. 
 
The Trustees, and any appointed fund managers of the Scheme, must exercise their investment 
powers with a view to giving effect to the principles contained in this statement. The assets must be 
invested in the best interest, and in the case of a potential conflict, in the sole interest, of the 
members and beneficiaries. 
 
The Trustees must also have regard to the need to diversify the investments and consider the 
suitability of investments for the Scheme. 
 
It is the Trustees’ policy to record details of the implementation of the investment strategy in the 
Scheme’s Investment Implementation Policy Document (the “IIPD”). The IIPD does not form part of 
the Scheme’s Statement of Investment Principles. 

2. Appointment and Delegation 
 
The Trustees have appointed Standard Life Investments Limited (“SLIL”) as a fund manager of the 
Scheme.  SLIL has discretion in managing the assets of the Scheme and is authorised by the 
Prudential Regulation Authority and regulated by the Financial Conduct Authority and the 
Prudential Regulation Authority.  

SLIL will manage the assets subject to the investment objectives and any restrictions as outlined 
in the Investment Management Agreement (“the IMA”) between the Trustees and SLIL. 

3. Expected Return 
 
The Trustees expect that an annual return on the assets of 1.5% over government bonds will be 
sufficient to meet the Scheme Actuary’s discount rate for calculating the present value of the 
Scheme’s ongoing liabilities. The return target chosen by the Trustees reflects the Principle 
Employer’s financial strength and commitment to the Scheme. 
 
The aim is to achieve this annual return using a minimal amount of risk. The Trustees have set SLIL 
an investment risk constraint which limits the expected volatility of assets versus the liability 
cashflows (as defined by the liability benchmark) to 4% p.a.   

4. Investment Strategy 
 

The assets of the Scheme are managed as a segregated account by SLIL subject to an IMA between 
the Trustees and SLIL.   
 
Liability Matching 
 
A “Liability Proxy Asset” portfolio is used to reduce ongoing volatility in the Scheme’s funding 
position. The aim of the Liability Proxy Asset portfolio is to provide a significant hedge of the exposure 
to both interest rates (gilt yields) and inflation expectations inherent within the valuation of the 
Scheme’s liabilities.  
 
The Scheme uses predominantly conventional gilts and index-linked gilts within the Liability Proxy 
portfolio. These holdings can be funded (physical) or unfunded (leveraged exposure via repurchase 
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agreements of other instruments). The use of leverage enables SLIL to achieve a full hedge of the 
Scheme’s interest rates and inflation exposure. SLIL also has discretion to use interest rate swaps 
and inflation swaps should such instruments provide a more efficient means of achieving leveraged 
exposure to interest rates and inflation.  
 
Return Seeking 
 
The remainder of the Scheme’s assets are invested across a diversified range of growth assets with 
the aim of achieving the target outperformance relative to the gilts based benchmark. This is 
referred to as the Scheme’s “Multi-Asset Portfolio”. 
 
Within this portfolio, SLIL may invest in UK and overseas equities, UK and overseas bonds, cash, 
property and, where appropriate, illiquid asset classes such as private equity/debt, infrastructure 
and ground rents. SLIL has discretion to invest in physical assets or use derivatives to achieve 
synthetic exposure to these asset classes. SLIL is permitted to invest in unitised pooled funds.  
 
SLIL expects to achieve additional return through the use of active management, both with regard 
to underlying asset exposures and the overall asset allocation decisions. 
 
Use of derivatives 
 
The nature of the investment mandate is such that derivatives are used for two main purposes: 
 

1. The partial mitigation of risk relative to the liability benchmark of the scheme. 

2. Efficient portfolio management - to achieve asset class exposure and ensure 

diversification within the actively managed asset portfolio. 

 

SLIL will seek to monitor and manage risk relative to counterparty and other derivative operations. 

5. Custody 
 
The Trustees have appointed Citibank N.A., London Branch to act as custodian of the Scheme’s 
assets and periodically review performance against their key performance indicators. 
 
The custodian is responsible for the safekeeping of the Scheme’s assets and for performing 
associated administrative duties such as trade settlement, dividend collection, corporate actions, 
tax reclamation and proxy voting. 

6. Risk and Risk Management 
 
The Trustee has identified a number of risks which have the potential to adversely impact the funding 
level of the Scheme and, therefore, contribute to funding risk. These are as follows: 

• Mismatch risk - the risk of a significant difference in the sensitivity of asset and liability values to 
changes in financial and demographic factors. 

• Interest rate risk - the risk that a change in the level of interest rates/gilt yields causes the value 
of the Scheme’s assets to move differently to the liabilities in such a way that it has an adverse 
impact on the funding level. This risk is considered by the Trustees and their advisers when setting 
the investment strategy. The Liability Proxy Asset Portfolio aims to minimise the level of interest rate 
risk. 

• Inflation risk – The risk that changing inflation expectations create volatility in the Scheme’s 
funding position. In particular, the risk that rising inflation expectations increase the present 
value of the Scheme’s liabilities to a greater extent than the Scheme’s assets. This risk is 
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considered by the Trustees and their advisers when setting the investment strategy. The Liability 
Proxy Asset Portfolio also aims to minimise the level of inflation risk. 

• Cash flow and illiquidity risk - the risk of a shortfall of liquid assets relative to the Scheme’s 
immediate liabilities (“cash flow risk”). The Trustee’s policy is to manage the Scheme’s cashflows 
taking into account the timing of future payments in order to minimise the likelihood that this 
occurs. As part of this exercise, the Trustees review the proportion of the Scheme’s assets that 
are invested in pooled funds and other investment vehicles where liquidity is either constrained 
or limited due to the nature of the investment (“illiquidity risk”). The Scheme’s current 
investment strategy is highly liquid with a large proportion held in short term instruments and as 
cash collateral for derivative contracts. 

• Manager risk – The failure by SLIL to achieve the target rate of investment return assumed by the 
Trustees. The Trustees monitor SLIL’s performance quarterly and compare the investment 
returns with the appropriate performance objectives to ensure continuing acceptable 
performance.  
 

• Concentration risk – The failure to spread investment risk resulting in concentrated exposure to 
a particular asset class or investment. The Trustees and their advisors considered this risk when 
setting the Scheme’s investment strategy. The Trustees have set concentration limits within the 
IMA agreed with SLIL to ensure appropriate levels of diversification within the Scheme’s 
investment strategy. 
 

• Credit risk - The credit risk relating to SLIL as the Trustees have invested all of the Scheme’s 
assets in a segregated portfolio managed by SLIL. This credit risk is mitigated by the regulatory 
environment in which SLIL operates and the fact that the Scheme’s assets are ring-fenced from 
SLIL and held with a professional custodian. 

• Collateral risk - the risk that there will be a requirement for the Scheme to post additional 
collateral to derivative counterparties at a time when markets are either stressed or liquidity is 
constrained. The Scheme is highly liquid with sufficient assets to meet collateral request. The 
Trustees also considered this risk in stressed scenarios when deciding the amount of assets to 
allocation to illiquid vehicles.  

• Covenant risk – The risk of failure of the Scheme’s sponsoring employer. Given the Scheme’s 
strong funding position the sponsoring employer is not currently paying contributions into the 
Scheme. The Trustees have considered the risk that the Principal Employer may be unwilling or 
unable to support the Scheme in future; and have concluded that this risk is acceptable and that 
no further action is necessary to mitigate this risk. The Trustees have obtained independent 
advice on the strength of the covenant and review this risk on a regular basis. 

 

• Operational risk - The risk of fraud, poor advice or acts of negligence. The Trustees have sought 
to minimise such risk by ensuring that all advisers and third-party service providers are suitably 
qualified and experienced; and that suitable liability and compensation clauses are included in all 
contracts for professional services received. The safe custody of the Scheme’s assets is delegated 
to a professional custodian. 

 

• Solvency risk – Solvency levels are monitored through ongoing triennial actuarial and accounting 
valuations, with appropriate action to prevent undue deterioration of the funding position. 

 

• Currency risk – The risk of adverse influence on investment values arising from unfavourable 
currency movements.  The Trustees have sought to manage this risk by investing predominantly 
in sterling denominated assets. Where the Scheme invests in assets where returns are exposed 
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to changes in currency the overseas currency exposure is hedged back to sterling where possible. 
Any remaining currency exposure is retained by SLIL with the aim of generating additional returns 
through active management. 

 

• Market risk – The value of securities, including equities, alternative asset classes and interest-
bearing assets, can go down as well as up. The Scheme may not get back the amount invested. 
However, the Trustees realise that this risk is implicit in trying to generate returns above that 
earned by cash and accept this by investing in assets other than cash. 

 

7. Performance Monitoring and Reporting 
 
The Trustees will review the investment decisions made by SLIL on a quarterly basis. 
 
The Trustees will assess the Scheme’s performance against the return target of 1.5% p.a. above the 
gilts-based liability benchmark, measured over three to five year rolling periods. 
 
The Trustees require SLIL to provide a performance report on a quarterly basis.  This report will 
include the returns on the assets (at both an aggregate and portfolio level) together with 
comparative benchmark returns (gilt based liability benchmark plus 1.5%). SLIL are also required to 
provide, on a quarterly basis, an attribution analysis setting out where any outperformance or 
underperformance has arisen and an attribution of the risk budget afforded to SLIL. This report 
should also include commentary on the management of the assets, asset valuations, an asset 
breakdown by volatility contribution, commentary on investment strategy and details of purchases 
and sales. 
 
The Trustees will also receive an independent quarterly report from Deloitte Total Reward & 
Benefits Limited (the Scheme’s investment adviser). This report will provide comment on: 
 

• Performance of Scheme’s assets relative to target and benchmark returns. 

• Use of the risk budget. 

• The Scheme’s asset allocation and SLIL’s investment decisions over the quarter. 

• Any significant issues within SLIL that may impact their ability to meet their performance 
objectives. 

8. Realisation of Investments 
 
The Trustees’ policy is to delegate the responsibility for selling investments to SLIL via the IMA. The 
Trustees expect the procedure for realising assets to fit with best practice and the security 
procedures of SLIL.  

9. Socially Responsible Investing and Stewardship 

The Trustees with their investment and legal advisors have considered the financial materiality of 
environmental, social and governance issues, including climate change (referred to together as “ESG 
issues”) in relation to the selection, retention and realisation of the Scheme’s investments. 

 
SLIL is responsible for managing the Scheme’s investments in accordance with the IMA in place with 
the Trustees. The Trustees have delegated the responsibility for the exercise of all rights (including 
voting rights) attaching to the investments to SLIL. 
 

The Trustees are responsible for setting the Scheme’s investment strategy and implementing that 

strategy through the appointment of investment managers and selection of investment funds. When 

setting investment strategy and selecting investments, the Trustees’ first priority is the financial 

interests of their members. The Trustees regularly review the IMA in place with SLIL and in particular 
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the return objectives, risk characteristics, investment approach and investment guidelines of each of 

the Scheme’s current investments. The Trustees are satisfied that all existing investments fulfil the 

needs of their target investment strategy and by extension, that SLIL is managing the Scheme’s assets 

in a manner which is consistent with members’ financial interests. 

 
The Trustees view ESG issues within an investment context as financially material and may therefore 

influence the risk and return characteristics of the Scheme’s investments and the likelihood that the 

Scheme’s objectives will be achieved. To confirm, the Trustees’ policy is not to take into account non-

financial matters in the selection, retention and realisation of investments. Therefore, no consideration 

has been given to non-financial considerations, nor has the Scheme’s membership been consulted on 

such issues. 
 
The Trustees have agreed a set of investment beliefs in relation to ESG factors and the impact that 
these factors can have on the risk and return profile of the Scheme’s investment strategy. The 
Trustees believe that: 
 

• These factors should be considered when selecting, retaining and realising investments as 
they are financially material from a risk and return perspective and can impact the 
likelihood that the Scheme’s objectives are achieved over the appropriate time horizon. 

• Engagement with companies in which the Scheme invests (and other relevant persons 
including, but not limited to, investment managers, and issuers/other holders of debt and 
equity) on these factors can add value. In particular, the Trustee expects engagement on 
aspects such as performance, strategy risks, corporate governance and social, 
environmental and ethical issues concerning the Scheme’s investments. The Trustees 
believe such engagement will protect and enhance the long-term value of the Scheme’s 
investments. 

• Well governed companies will outperform less well governed companies and that 
governance and social impact (where appropriate) should be primary considerations for 
SLIL when making investments. 

• Where appropriate, environmental factors (including the risk emanating from climate 
change) should be considered by SLIL when making investment decisions. 

• The required investment returns can be achieved whilst reducing risk if the Scheme’s 
exposure to companies and sectors at risk to climate change is reduced. 

 
The Trustees have instructed SLIL in the IMA to consider these beliefs when selecting the 
investments of the Scheme but also during the ongoing management and realisation of these 
investments. 
 
As part of the selection, retention and realisation of the Scheme’s investments, the Trustees have 
reviewed the ESG and stewardship policies of SLIL across all of the asset classes where the Scheme has 
investments. A significant portion of the Scheme’s assets are invested in government bonds. However, 
the remainder is invested across asset classes where ESG integration and engagement practices are 
relevant and actionable.  
 
The Trustees believe that SLIL does reasonably consider financially material ESG factors and their 
potential impact on risk and return when making investment decisions across the various asset classes 
that the Scheme invests in. The Trustees note that SLIL has a specialist ESG team which is dedicated to 
continuing to improve the level of integration of ESG factors into portfolios going forward. The Trustees 
are comfortable with these policies and that ESG is considered throughout the investment process. 

 
SLIL will exercise, on behalf of the Trustees, any subscription rights, bonus issues, stock repurchase 
plans and rights offerings attaching to the assets held under the Scheme where beneficial.  SLIL will 
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also vote, on behalf of the Trustees, on resolutions at general meetings of all investee companies.  
Unless the Trustees issue instructions to vote for or against a particular resolution, SLIL will vote in 
accordance with any decision taken by Aberdeen Standard Investments Limited giving due 
consideration to the Trustees belief statements as set out above. As part of the review, the Trustees 
noted that Aberdeen Standard Investments Limited has clear stewardship policies that aim to 
influence the ESG practices of the companies it invests in and demonstrates that it acts on these 
policies.  

 

The Trustees expect SLIL to provide regular updates on how it exercises those rights, including how 

often it votes against company proposals.  
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Defined Contribution Section 
 
1. Introduction 

1.1. This Statement of Investment Principles (“the Statement”) has been prepared by the 
Trustees of the Standard Life S t a f f  Pension Scheme (“the Trustees” and “the Scheme” 
respectively) and relates to the defined contribution (DC) benefits provided through the 
Scheme. The Statement sets out the principles which govern the decisions about the 
investments that enable the Scheme to meet the requirements of: 

 

• the Pensions Act 1995, as amended; and 

• the Occupational Pension Schemes (Investment) Regulations 2005, as amended. 
 

1.2. In preparing this statement the Trustees have consulted the Principal Employer and obtained 
advice from Barnett Waddingham LLP, the Trustees’ investment consultants with respect to 
the Defined Contribution Section (“DC Section”). Barnett Waddingham is authorised and 
regulated by the Financial Conduct Authority and licensed by the Institute and Faculty of 
Actuaries for a range of investment business activities. 

 

1.3. This statement has been prepared with regard to the 2001 Myners review of institutional 
investment (including subsequent updates). 

 

1.4. The Trustees will review this Statement at least every three years or if there is a significant 
change in any of the areas covered by the Statement or the demographic profile of members. 

 

2. Background 

2.1. When the Defined Benefit Section of the Pension Scheme closed to future accrual on 16 
April 2016, members began to build future retirement savings through a Defined Contribution 
Section of the Pension Scheme. The Trustees chose to use the Trust Based Pension product 
offered by Standard Life Assurance Limited which has been set up as the Defined Contribution 
Section of the Pension Scheme. Members with e x i s t i n g  D C  s a v i n g s  a n d  
additional voluntary contributions invested in the existing Retirement Account Plan 
arrangement had their investments migrated over to the DC Section. 

 

2.2. Standard Life pays 12% of each member’s pensionable salary into the DC Section each month. 
Should a member choose to contribute on top of this, then Standard Life will match the 
member’s contribution up to a maximum of 4% and will also enhance any contribution made 
by the member by 10%. 

 

 

3. Choosing investments 

3.1. The Trustees carefully consider the Investment Objectives, shown below, when designing 
the range of investment options to offer to its members. The Trustees also acknowledge 
that members will have different attitudes to risk and different aims for accessing their 
retirement savings. Therefore, whilst seeking good member outcomes net of fees, the 
Trustees also consider the level of risk that is appropriate based on the anticipated needs of 
the membership profile of the Scheme. 
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3.2. The Trustees’ policy is to offer a default investment arrangement plus a range of other options 
suitable for the Scheme’s membership profile into which members can choose to invest their 
contributions and those contributions made by the employer.  Details of these are given in 
the below.  In doing so, the Trustees consider the advice of their professional advisers, 
whom they consider to be suitably qualified and experienced for this role. 

 

3.3. The day-to-day management of the Scheme’s assets is delegated to the Scheme’s investment 
managers. The investment managers are authorised and regulated by the Financial 
Conduct Authority; and are responsible for stock selection and exercising voting rights. 

 

3.4. The Trustees review the appropriateness of the Scheme’s investment strategy on an ongoing 
basis. This review includes consideration of the continued competence of the investment 
managers with respect to performance within any guidelines set. The Trustees will also 
consult the employer before amending the investment strategy. 

 

4. Investment objectives 

4.1. The Trustees have discussed and agreed key investment objectives in light of an analysis of 
the Scheme’s membership profile as well as the constraints the Trustees face in achieving these 
objectives. These are set out in the Appendix. 

 

5. Kinds of investments to be held 

5.1. The Scheme is permitted to invest in a wide range of assets including equities, bonds, cash, 
property and alternatives. 

 

6. The balance between different kinds of investments 

6.1. The Trustees consider the merits of both active and passive management for the various 
elements of the Scheme’s portfolio and may select different approaches for different asset 
classes. 

 

6.2. The Trustees are aware that the appropriate balance between different kinds of investments 
will vary over time and the asset allocation may change as the membership profile evolves. 
 

6.3. Default option 
 

The Trustees acknowledge that members will have different attitudes to risk and different aims 
for accessing their retirement savings, and so it is not possible to offer a default investment option that 
will be suitable for all. However, having analysed the Scheme’s membership profile and given the 
diverse pot size within the Scheme, the Trustees decided that the lifestyle arrangement set out below 
represents a suitable default investment option for the majority of members who do not make 
a choice about how their contributions (and those made on their behalf by the employer) are 
invested. 

 

Where members do not make a choice of funds to invest in when they join the DC Section, the 
default investment option chosen by the Trustees is the MyFolio Managed IV Universal Strategic 
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Lifestyle Profile. The MyFolio Managed IV Universal Strategic Lifestyle Profile is a Standard Life 
lifestyle profile where investments are initially invested in the MyFolio Managed IV Pension Fund. 

 

The MyFolio Managed IV Pension Fund is one of five actively managed multi-asset investment funds in 
the MyFolio Managed fund range offered by Standard Life. The funds in the range target different 
levels of risk with fund I being the lowest risk and V being the highest risk. Risk level IV is designed 
for investors who are relatively comfortable with investment risk and are prepared to accept 
fluctuations in value with the aim of achieving better longer-term returns. 

 

As a member approaches the normal retirement date, the lifestyle profile gradually moves 
into lower risk funds, firstly the Standard Life Pre-Retirement (MyFolio Managed Universal) 
Pension Fund and finally the Standard Life At Retirement (MyFolio Managed Universal) 
Pension Fund. This progression is illustrated in the chart below. 

 

 

The Standard Life Pre-Retirement (MyFolio Managed Universal) Pension Fund currently 
invests in the MyFolio Managed II Pension Fund, a multi-asset fund which also invests 
across a diverse range of asset classes but has a greater allocation to lower risk assets such 
as bonds when compared to the MyFolio Managed IV Pension Fund. The Standard Life At 
Retirement (MyFolio Managed Universal) Pension Fund is a combination of the MyFolio 
Managed II Pension Fund (c. 75%) and the Standard Life Money Market Pension Fund (c. 
25%). The primary aim of the Standard Life Money Market Pension Fund is to maintain 
capital and provide returns in line with money market rates, before charges. 

The default investment lifestyle profile is designed to give members flexibility at 
retirement and is appropriate for those members who intend to take their full 25% tax-free 
cash lump sum and use the rest of their savings to stay invested and take a flexible income 
by drawing down the investments over retirement. 

 

6.4. Alternative lifestyle profiles 

 
The Trustees have chosen to offer members two alternative lifestyle profiles; one for those 
members who plan to buy an annuity on retirement and one for those who plan to take their 
savings as one or more cash lump sum. 
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6.5. Core fund range 
 
For members self-selecting to invest in individual funds, the Trustees have selected a core fund 
range which includes funds for all of the main asset classes in both active and passive styles 
where available. 

 
The 13 funds which make up the core fund range are as follows: 
 

Fund Management Style 

Standard Life 50:50 Global Equity Tracker (Vanguard) Pension Fund Passive 

Standard Life Corporate Bond Pension Fund Active 

Standard Life Deposit and Treasury Pension Fund Active 

Standard Life International Equity Pension Fund Active 

Standard Life Overseas Tracker Pension Fund Passive 

Standard Life Overseas Equity Pension Fund Active 

Standard Life Property Pension Fund Active 

Standard Life UK Equity Pension Fund Active 

SL SLI Global Absolute Return Strategies Pension Fund Active 

SL Vanguard FTSE UK All Share Index Pension Fund Passive 

SL Vanguard UK Government Bond Index Pension Fund Passive 

SL Vanguard UK Inflation Linked Gilt Index Pension Fund Passive 

SL Vanguard UK Investment Grade Bond Index Pension Fund Passive 

 

6.6. Full fund range 
 

Currently, the Trustees offer members of the DC Section of the Pension Scheme access to select and 
invest in any of the full range of funds offered on the Standard Life Trust Based Pension platform 
with no restrictions. Access to the full fund range is designed for members with experience in 
investing. 

 

7. Risks 

7.1. Risk in a defined contribution scheme lies with the members themselves. The Trustees have 
considered a number of risks when designing and providing suitable investment choices to 
members. A comprehensive list of risks is set out in the Trustees’ risk register, however, the 
main investment risks affecting all members are: 

 
 



14 

 

Inflation risk The risk that the investments do not provide a return at least in line with inflation, thus 
eroding the purchasing power of the retirement savings. The Trustees make available 
investment options that are expected to provide a long-term real rate of return. 

Conversion 
risk 

The risk that fluctuations in the assets held, particularly in the period before 
retirement savings are accessed, lead to uncertainty over the benefit amount likely to be 
received. In the lifestyle arrangements made available through the Scheme (see below), 
the Trustees change the proportion and type of investments so that in the run up to 
retirement the investments gradually start to more closely match how the Trustees expect 
members to access their retirement savings. The Trustees keep under review the 
appropriateness of the strategies. 

Retirement 
income risk 

The risk that a member’s retirement income falls short of the amount expected, 
whether this is due to lower investment returns than expected or insufficient 
contributions being paid or a combination thereof. The Trustees periodically review 
the appropriateness of the investment options offered to ensure member outcomes can 
be maximised. 

Communications to members will seek to encourage them to regularly review the level of 
their contributions, but ultimately this is a risk which lies with each member. 

Investment 
manager risk 

The Trustees monitor the performance of the Scheme’s investment managers on a 
regular basis. 

Concentration/ 
Market risk 

Each investment manager is expected to manage properly diversified portfolios and 
to spread assets across a number of individual shares and securities. 

Currency risk The Scheme may gain exposure to overseas currencies by investing in assets that are 
denominated in a foreign currency or via currency management. 

Loss of 
investment 

The risk of loss of investment by the investment managers is assessed by the Trustees. 
This includes losses beyond those caused by market movements (e.g. default risk, 
operational errors or fraud). 

 
 

8. Expected return on investments 

8.1. The Trustees have regard to the relative investment return, net of fees, and risk that each 
asset class is expected to provide. The Trustees are advised by their professional advisors 
on these matters, whom it has deemed to be appropriately qualified. However, the day-to-
day selection of investments is delegated to the investment manager. 

 

8.2. The Trustees recognise the need to distinguish between nominal and real returns and to 
make appropriate allowance for inflation when making decisions and comparisons. 

 

9. Realisation of investments 

9.1. The Trustees have delegated the responsibility for buying and selling investments to the 
investment manager. 
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10. Socially Responsible Investment, Corporate Governance and Voting Rights 

10.1. The Trustees with their investment and legal advisors have considered the financial 
materiality of environmental, social and governance issues, including climate change 
(referred to together as “ESG issues”), within their default investment strategy and 
self-select member options. 

 

10.2. The Trustees view ESG issues within an investment context as financially material and may 
therefore influence the risk and return characteristics of the Scheme’s investments and 
the likelihood that the Scheme’s objectives will be achieved. To confirm, the Trustees’ 
policy is not to take into account non- financial matters in the selection, retention and 
realisation of investments. Therefore, no consideration has been given to non-financial 
considerations, nor has the Scheme’s membership been consulted on such issues. 

 

10.3. Through training and belief-setting sessions with their investment advisers, the Trustees 
have agreed a set of investment beliefs in relation to ESG factors and the impact that these 
factors can have on the risk and return profile of the Scheme’s investment strategy. The 
Trustees believe that: 

 

10.3.1.These factors should be considered when selecting, retaining and realizing 
investments as they are financially material from a risk and return perspective and 
can impact the likelihood that the Scheme’s objectives are achieved over the 
appropriate time horizon of the Scheme. 

 

10.3.2.Engagement with companies in which the Scheme invests (and other relevant 
persons including, but not limited to, investment managers, and issuers/other 
holders of debt and equity) on these factors can add value. In particular; the 
Trustees expect engagement on aspects such as performance, strategy risks, 
corporate governance and social, environmental and ethical issues concerning the 
Scheme’s investments. The Trustees believe such engagement will protect and 
enhance the long-term value of the members’ investments. 

 

10.3.3.Well governed companies will outperform less well governed companies and that 
governance and social impact (where appropriate) should be primary 
considerations for investment managers when making investments. 

 

10.3.4.Where appropriate, environmental factors (including the risk emanating from 
climate change) should be considered by investment managers when making 
investment decisions. 

 

10.4. The Trustees appreciate that taking ESG into account within an investment strategy and 
process will yield different returns and/or risks for different asset classes. The Trustees’ 
view on ESG integration within each asset class is outlined below: 

 

10.4.1. Passive equities and bonds – the Trustees accept that when investing passively in 
equity and bond index tracker funds, there is little that the manager can do within 
the investment process selecting stocks. However, the Trustees believe that 
positive engagement on ESG issues can lead to improved risk-adjusted returns. 
Therefore, the Trustees look to the passive equity and bond managers to 
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positively engage with companies where there is scope to improve the way ESG 
issues are taken into account when running the company. 

 

10.4.2. Passive gilts – the Trustees believe there is no scope for ESG issues to improve 
risk-adjusted returns within the Scheme’s passive gilt holdings. 

 

10.4.3. Active equities – the Trustees believe that ESG issues will be financially material to 
the risk- adjusted returns achieved by the Scheme’s active equity managers. The 
investment process for each active equity manager should take ESG into account in 
the selection, retention and realisation of investments. 

 

10.4.4. Multi-asset funds – the Trustees believe that ESG issues will be financially material 
to the risk- adjusted returns achieved by the Scheme’s multi-asset fund managers. 
The investment process for each multi-asset fund manager should take ESG into 
account in the selection, retention and realisation of investments. Further to this, 
the process for incorporating ESG issues should be consistent with, and 
proportionate to, the rest of the investment process. 

 

10.4.5. Property – the Trustees believe that ESG issues can be financially material to the 
risk-adjusted returns achieved by the Scheme’s property managers. 
Environmental issues are particularly important when selecting appropriate 
properties for the property portfolio, and so the Trustees look to the manager to 
incorporate environmental issues into their investment process. 

 

10.5. The Trustees are also cognisant of the different investment timeframes that members will 
have. Further to this, the Trustees believe that ESG issues, and particularly climate change 
issues will be more important for members who are further from retirement, as the financial 
materiality of such issues will have a greater impact over a longer timeframe. 

 

10.6. The Scheme makes pooled funds, selected by the insurer’s platform, available to members. 
Therefore; the Trustees recognise that this ESG policy will be applied by monitoring the 
pooled funds against the policy rather than requiring the investment managers to directly 
apply the Trustees’ ESG policy. 

 

10.7. Before considering making any new fund available to members in the future, the Trustees 
will require the manager to be a signatory to the United Nations supported Principles for 
Responsible Investment (PRI). 

 

10.8. Finally, the Trustees will report on the ESG monitoring as part of their implementation 
policy that will be produced annually. 

 

Stewardship 
 

10.9. Stewardship encompasses the exercise of rights (including voting rights) attaching to 
the Scheme’s investments, and the engagement by and with investment managers. 

 

10.10. The Trustees delegate responsibility for stewardship activities attaching to the Scheme’s 
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investments to its investment managers. Managers are expected to exercise voting 
powers with the objective of preserving and enhancing long term shareholder value. In 
addition to the exercise of voting rights, managers are expected to engage with key 
stakeholders (which may include issuers of debt or equity, corporate management, 
regulators and governance bodies) relating to their investments in order to improve 
corporate behaviours and governance, improve performance and social and environmental 
impact and to mitigate financial risks. 

 

10.11. The Trustees periodically review engagement activity undertaken by their investment 
managers to ensure that the policies outlined above are being met and may explore these 
issues with its investment managers as part of the ongoing monitoring of the ESG 
integration and stewardship activities of its investment managers. 

 

10.12. The Trustees are supportive of the UK Stewardship Code published by the Financial Reporting 
Council and expects the Plan’s investment managers to have corporate governance policies 
in place which comply with these principles. The Trustees will review the signatory status of 
all of its managers following anticipated revisions to the UK Stewardship Code in 2019 as 
part of the 2019 investment strategy review. 

 

Non-financial matters 
 

10.13. The Trustees do not take account of non-financial matters (such as member ethical views) 
within the default investment strategy. However, it considers that it is important to 
ensure that a suitable range of funds are offered for members who wish to express an 
ethical preference in their pension saving. 

 

10.14. The Trustees have made ethical funds available to members who self-select their investments. 
 

11. Monitoring 

11.1. Investment Performance: The Trustees review the performance of each investment option 
offered through the Scheme against the stated performance objective and, in doing this, the 
Trustees receive a performance monitoring report on a quarterly basis. This monitoring takes 
into account both short-term and long-term performance. The investment manager’s 
overall suitability for each mandate will be monitored as frequently as the Trustees 
consider appropriate in light of both its performance and other prevailing circumstances. 

 

11.2. Objectives: The Trustees monitor the suitability of the objectives for the Scheme (as 
detailed in the appendix) and performance (net of fees) against these objectives at least 
every three years and also when there is any significant change in the investment policy, 
underlying economic conditions or the profile of the members. 

 

11.3. Investment Choices: The Trustees monitor the ongoing appropriateness of the investment 
choices offered on a periodic basis. 
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Appendix 1 Note on investment policy in relation to the 
current Statement of Investment Principles 
dated 30 September 2019 

 

1. The balance between different kinds of investment 

The Trustees’ main investment objectives are: 

• to provide a suitable default investment option that is likely to be suitable for a typical 
member; 

 

• to offer an appropriate range of alternative investment options so that members who 
wish to make their own investment choices have the freedom to do so, recognising that 
members may have different needs and objectives; 

 

• seek to achieve good member outcomes net of fees and subject to acceptable levels of risk; 
and 

 

• to reduce the risk of the assets failing to meet projected retirement income levels. 
 

The Trustees are responsible for the design of the default investment option and for choosing 
which investment options to make available to members. Members are responsible for their own 
choice of investment options (including where the default investment option is selected for them 
because they have not selected other funds). 

2. Fee agreements 

The total expense ratio (TER) of each of the funds accessed through the default strategy lifestyle as 
at 30 September 2018 is shown in the table below. Members of the Scheme currently receive a fee 
rebate of 0.75% p.a. on each fund, which is taken account of in the TER figures. 

 

Fund Total expense ratio 

Standard Life MyFolio Managed IV Pension Fund 0.66% p.a. 

Standard Life Pre Retirement (MyFolio Managed Universal) 
Pension Fund 

0.56% p.a. 

Standard Life At Retirement (MyFolio Managed Universal) 
Pension Fund 

0.48% p.a. 

 

The Trustees review these charges periodically as part of the Value for Money assessments 
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Compliance with this Statement 

This Statement was agreed by the Trustees; and replaces any previous statements. The Trustees 
have undertaken to advise SLIL promptly and in writing of any material change to this Statement. 

September 2019 

Signed ______________________________ 

Date ______________

On behalf of the Trustees of the Standard Life Staff Pension Scheme 

30/09/2019

dmclaugh4
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