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Disclaimer 

 
It is a legal requirement for the Trustee to prepare a Statement of Investment Principles. The 
information it contains should not be regarded as an offer or solicitation for Scheme members to take 
any investment action or decisions. Whilst the Trustee believes the information contained within the 
Statement to be an accurate representation of the Sch
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Introduction 

Pensions Act 

 
1.1 The Pensions Act 1995 (as amended by the Pensions Act 2004) requires the Trustee to 

prepare a statement of the principles governing investment decisions for the purposes of the 

6FKHPH��WKH�³6WDWHPHQW´���7KLV�GRFXPHQW�IXOILOOV�WKDW requirement. 

 
1.2 In preparing this Statement the Trustee has consulted the City and Guilds of London Institute 

�µ7KH�,QVWLWXWH¶��DQG�ZLOO�GR�VR�ZKHQHYHU�WKH�7UXVWHH�LQWHQGV�WR�UHYLVH�WKH�6Watement. 

Responsibility for maintaining the Statement and deciding investment policy rests solely with 

the Trustee. 

 
1.3 In preparing this Statement and for the purposes of the Pensions Act the Trustee has obtained 

written advice from the Scheme's investment consultant, WTW and they also received input 

from the Scheme Actuary, Bridget Hall of WTW. The Trustee will similarly obtain such advice 

as appropriate whenever the Statement is reviewed or revised. The written advice will consider 

the issues set out in the Occupational Pension Schemes (Investment) Regulations 2005 and 

the principles contained in this Statement. 

 
1.4 Before adopting this document the Trustee has had regard to the requirements of the Pensions 

Act concerning diversification of investments and suitability of investments taking into 

consideration the criteria for investment set out in the Occupational Pension Schemes 

(Investment) Regulations 2005. The Trustee will consider those requirements on any review  
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Section 2: Division of responsibilities 

2.1 
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Investment Consultant 

 
2.5 The role of the Investment Consultants is to give advice to the Trustee in the following areas: 

 
▪ The development of a clear investment strategy for the Scheme 

 
▪ Any asset-liability modelling process 

 
▪ The construction of a strategic asset allocation policy for the Defined Benefit section having 

regard to the liabilities of the Scheme and the risk and return objectives of the Trustee 

 
▪ The construction of an overall investment management structure that meets the objectives 

of the Trustee 

 
▪ The construction of an overall range of funds for the Defined Contribution section of the 

Scheme that meets the objectives of the Trustee 

 
▪ The regular updating of the Statement of Investment Principles 

 
▪ The selection and appointment of appropriate investment management organisations 

 
▪ Their evaluation of the Investment Managers employed by the Scheme 

 
▪ Potential new areas or methods of investment 

 
▪ Commentary on investment performance and risk taken by the Investment Managers 

 
▪ General advice in respect of the Scheme's investment activities. 

 
 

Scheme Actuary 

 
2.6 7KH�6FKHPH�$FWXDU\¶V�UHVSRQVLELOLWLHV��DV�WKH\�UHODWH�WR�LQYHVWPHQW�PDWWHUV� include: 

 
▪ Liaising with the Investment Consultants on the suitability of the Scheme's investment 

strategy given the financial characteristics of the Scheme. 

 
▪ Assessing the solvency position of the Scheme and advising on the appropriate response 

to any shortfall 

 
▪ Performing the triennial (or more frequently, as required) valuations of the Scheme and 

advising on the appropriate contribution levels. 
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Section 3: Objectives and long-term policy 
for the Defined Benefit section 

Objectives 

 
3.1 
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3.4 7KH�7UXVWHH¶V�SROLF\�LV�WR�KHGJH�D�SURSRUWLRQ�RI�WKH�LQWHUHVW�UDWH�DQG�LQIODWLRQ�ULVN�RI�WKH�

liabilities using a pooled LDI strategy. The Trustee has set a target hedge ratio of 75% for both 

interest rates and inflation, measured as a % of assets. The actual hedge ratio will vary with 

market conditions, but would generally be expected to be in the range of 65% - 85%. 

 
3.5 7KH�7UXVWHH¶V�SROLF\�LV�WR�KDYH�RYHUVHDV�FXUUHQF\�H[SRVXre of no more than 20% of total 

assets. This is implemented through hedging 50% of the currency exposure associated with the 

overseas equity investments, with the exception of the Emerging Markets allocation. This range 

allows for the typical non-sterling currency exposure with the diversified growth funds allocation, 

which is determined by the investment managers. 

 
3.6 ,Q�OLJKW�RI�WKH�,QYHVWPHQW�&RQVXOWDQW¶V�DGYLFH��WKH�7UXVWHH�FRQVLGHUV�WKDW�WKLV�WDUJHW�DVVHW�

allocation represents suitable investment classes, is appropriately diversified and provides a 

reasonable expectation of meeting the above objectives. The Trustee will review the 

investment strategy on an annual basis to ensure it remains consistent with the investment 

objectives set out in 3.2 

 
3.7 Divergence from the asset allocation benchmark is expected as a result of market and manager 

SHUIRUPDQFH��,Q�WKH�PDMRULW\�RI�FLUFXPVWDQFHV��WKH�6FKHPH¶V�DVVHW�DOORFDWLRQ�ZRXOG�EH�

expected to lie within the ranges set out in 3.3 above. The Trustee will review such divergence 

on a regular basis to ensure that the asset allocation remains suitable for the Scheme. 

 
3.8 7KH�7UXVWHH¶V�SROLF\�LV�WR�HPSOR\�OHYHUDJH�ZLWKLQ�WKH�/',�SRUWIROLR��XVLQJ�SRROHG�/',�IXQGV��WR�

increase the proportion of interest rate and inflation risk that is managed by the LDI allocation. 

Some short-term borrowing for settlement is also allowed, but is strictly limited and for the 

purpose of trade settlement only (which is standard practice in investment management). 

 
Rates of return 

 
3.9 In assessing the asset allocation, the Trustee took into account the historical rates of return 

earned on the various asset classes available for investment and the expected prospective 

UDWHV�RI�UHWXUQ�RI�WKH�6FKHPH
V�DVVHWV�DV�DGYLVHG�E\�WKH�6FKHPH¶V�,Qvestment Consultant and 

the Scheme Actuary. 

 
3.10 The central asset class return assumptions used for the purposes of the investment strategy 

review (carried out by the Investment Consultant, WTW in 2020) are shown in the following 

table. The central 10 year inflation (CPI) assumption used for the purposes of the investment 

strategy review was 1.7% pa. 
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Section 4: Objectives and investment 
options for the Defined Contribution 
section 

Objectives 

 
4.1 The overall long-term objective for the Scheme is the acquisition, on behalf of members, of 

secure assets of appropriate liquidity which are intended to generate income and capital 

growth. These assets, together with new contributions from the member and the Institute, 

where applicable, provide a fund at retirement which the member will use to provide pension 

benefits in a flexible way, depending on member needs. 

 
4.2 7KH�7UXVWHH¶V�ORQJ-term investment objectives are: 

 
▪ to provide members with a range of reasonably diversified investment options to meet their 
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4.5 As members can choose how to invest their accumulated funds, the balance between different 

NLQGV�RI�LQYHVWPHQW�ZLWKLQ�WKH�6FKHPH�ZLOO�EH�D�IXQFWLRQ�RI�WKH�PHPEHUV¶�LQYHVWPHQW choices. 

 
Lifestyle investment programme 

 
4.6 The Trustee offers members access to a historic Lifestyle Programme over three, five or ten 

\HDUV��8QGHU�WKHVH�RSWLRQV�D�PHPEHU¶V�IXQGV�DUH�DXWRPDWLFDOO\�PRYHG�WR�ORZHU�ULVN�

investments as they approach their selected retirement date in order to protect the buying 

power of their investment fund. 

 
4.7 These options work as follows: 

 
7KUHH��ILYH�RU�WHQ�\HDUV�UHVSHFWLYHO\�EHIRUH�WKH�PHPEHU¶V�VHOHFWHG�UHWLUHPHQW�GDWH��IXWXUH�

contributions and the existing account value are gradually switched on an automatic monthly 

basis so that on reaching retirement 45% of the fund will be invested in the BlackRock UK 

Corporate Bond Index Fund, 30% in the BlackRock Over 15 Years UK Gilts Index Fund and 

25% in the Aviva Cash Fund. 

 
4.8 The Trustee also introduced three new lifestyle options in 2015. These are: 

 
‘My Future Target Annuity’ RSWLRQ��WKLV�ZDV�WKH�6FKHPH¶V�GHIDXOW�SULRU�WR�6HSWHPEHU��������

which is structured as follows in its Growth and Consolidation phases: 

 
▪ Growth Phase ± ���\HDUV�SULRU�WR�WKH�PHPEHU¶V�selected retirement age, the My Future 

µ*URZWK�)XQG¶�DLPV�WR�KHOS�SHQVLRQ�VDYLQJV�JURZ�E\�LQYHVWLQJ�LQ�D�IXQG�with medium 

investment risk. The My Future Growth Fund is made up of a variety of passively managed 

funds investing in shares, Government and Corporate Bonds, and commodities amongst 

others. 

 
▪ Consolidation Phase ± ���\HDUV�SULRU�WR�WKH�PHPEHU¶V�UHWLUHPHQW�DJH��LQYHVWPHQW�ULVN�LV�

reduced by gradually moving
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▪ Growth Phase ± Up to 15 years prior to the PHPEHU¶V selected retirement age this invests 
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copy of this Statement and the Trustee will monitor the extent to which they give effect to the 

policies set out in it. 

 
5.19 The Trustee monitors the performance of the DC fund range using investment research 

information provided by Morningstar. Should an Investment Manager or fund within the Defined 

Contribution section appear to the Trustee to underperform the performance objectives or be 

considered by the Trustee to be unlikely to deliver on the policies and objectives of the 

Scheme, it may be closed to future contributions and/or be disinvested of the accumulated 

value of past contributions. 

 
Fee structures 

 
5.20 The Trustee has agreed fees with each manager based on the value of assets in their 

respective portfolios. These fees are consistent with each manager's stated fee scale. Most 

managers are paid an ad valorem fee, in line with normal market practice, for a given scope of 

services agreed prior to investment. The scope of services will include consideration of long 

term factors and engagement where applicable. In some cases, additional fees may be paid to 

DB managers based on investment performance exceeding pre-agreed targets. 

 
5.21 Details of the fee structures are included in the Investment Management Agreements for 

Defined Benefit investments, and are shown in Appendix B for Defined Contribution 

investments 

 
Delegation of investment discretion 

 
5.22 The Investment Managers are aware of the need for appropriate and suitably diversified 

investments which recognise the nature of the Scheme's liabilities. The Investment Managers 

have a statutory duty under the Pensions Act to exercise the investment powers delegated to 

them with a view to giving effect to the principles contained in this Statement, so far as is 

reasonably practicable. 
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Section 6: Other investment policies 
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investment managers fulfil their responsibilities with regards voting and engagement through 

the regular reporting provided by the managers. 

 
Non-financial matters 

 
6.8 The Trustee recognises that members and beneficiaries may have views on ethical investing or 

PDWWHUV�VXFK�DV�WKH�VRFLDO�DQG�HQYLURQPHQWDO�LPSDFW�RI�WKH�)XQG¶V�LQYHVWPHQWV��,Q�FRQMXQFWLRQ�

with there being practical challenges of capturing and maintaining a consensus view on multiple 

LVVXHV�DFURVV�D�YDULHG�PHPEHUVKLS�SRSXODWLRQ��LW�LV�WKH�7UXVWHH¶V�YLHZ�WKDW�ILQDQFLDO�PDWWHUV�

should take precedence in seeking to maximise the security of member benefits. As such, it is 

WKH�7UXVWHH¶V�SROLF\�QRW�WR�WDNH�LQWo account the non-financial matters when taking investment 

decisions related to the Defined Benefit or Defined Contribution sections of the Scheme. 
 

Realisation of investments 

 
6.9 
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Section 
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 is managed by regular reviews of the actual investments relative to policy and 

through regular assessment of the levels of diversification within the existing 

policy. 

 
▪ Sponsor risk 

 

 is measured by the level of ability and willingness of the sponsor to support the 

continuation of the Scheme and to make good any current or future deficit 

 
 is managed by assessing the interaction between the Scheme and the 

VSRQVRU¶V�EXVLQHVV��DV�PHDVXUHG�E\�WKH�QXPEHU�RI�IDFWRUV��LQFOXGLQJ�WKH�VL]H�
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7.4 The Trustee seeks to manage the uncertainty inherent in the inflation, capital pension 

conversion and mismatching risk by making available (and keeping under review) a reasonable 

range of investment options which enables members to choose funds that suit their view of 

those risks. 

 
 

Risks Definition Objective 

Inflation risk The risk that investments do not 

provide a return at least in line 

with inflation, such that the 

µSXUFKDVLQJ� SRZHU¶� RI� WKH�

ultimate fund available to provide 

the benefits is not maintained 

To provide an investment 

option which is expected to 

provide a long-term rate of 

return that matches or 

exceeds inflation. 

Capital risk The risk that the monetary value 

RI�D�PHPEHU¶V�DFFRXQW�IDOOV 

To provide an investment 

option which offers a degree 

of capital protection. A cash 

deposit fund is an example of 

such an option. 

Pension conversion 

risk 

The risk that assets held do not 

match fluctuations in annuity 

rates as a member approaches 

retirement 

To provide an investment 

option which generally 

reflects changes in long term 

interest rates in the belief 

that the cost of many 

annuities in the future will be 

based, at least in part, on 

these rates. 

Mismatching rick The risk that investment holdings 

are not aligned to the way that 

members wish to access 

benefits at retirement. 

To provide alternative 

investment options, enabling 

members to align their 

investment approach to the 

way in which they wish to 

access their pension rights 

on retirement. 
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Appendix A: Current Investment 
Managers and mandate details ± Defined 
Benefit section 

The benchmarks and performance objectives for the managers are detailed as follows: 
 
 

BlackRock Investment Management (UK) Limited – passive equity portfolio 

Fund % of total assets Performance benchmark index 

Total Equities 100.0  

UK equities 6.5% FTSE All Share 

Overseas Equities (Unhedged) 42.25% FTSE All World Developed ex UK 

Overseas Equities (GBP Hedged) 
42.25% FTSE All World Developed ex UK 95% GBP 

Hedged 

Emerging Market Equities 9.0% MSCI Emerging Markets Index 

 

Performance objective: to track the return of the market index for each of the underlying asset classes. 

BlackRock Investment Management (UK) Limited – Liability Hedging portfolio 

Fund % of total assets Performance benchmark index 

Pooled LDI portfolio 100.0 Blended benchmark 

 

Performance objective: to track the return of the liability proxy. 
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Schroder Investment Management Ltd – property fund 

Fund % of total assets Performance benchmark index 

Schroder UK Property Fund 100.0 
IPD UK± All Balanced Property Funds 

Weighted Average 

 

Performance objective: to outperform the benchmark over rolling 3 year periods. 



23 

 

 

Appendix B: Current Investment 
Managers and mandate details ± Defined 
Contribution section 

Funds 

 
For each fund their objectives and fees are shown below. Funds and investment options marked* are 

classified as default funds: 

 
 

Fund name Objective Annual 

Fees 

(Total 

Expense 

Ratio) 

Benchmark 

BlackRock Emerging 

Markets Equity Fund* 

This fund aims to achieve a return consistent with 

the return of the MSCI Emerging Markets Index 

0.61% MSCI Emerging 

Markets 

BlackRock (30:70) Global 

Equity Currency Hedged 

Index Fund 

This fund aims to invest approximately 30% in 

shares of UK companies and 60% into developed 

overseas equities with currency exposure hedged 

back to sterling. The remaining 10% is invested in 

emerging market equities 

0.36% 60% FTSE 

Developed ex UK, 

Canada, Israel and 

S Korea (95% 

Hedged) Index, 

30% FTSE All- 

Share Index and 

10% MSCI 

Emerging Markets 

Index 

BlackRock (40:60) Global 

Equity Index Fund* 

This fund aims to invest approximately 40% in UK 

equites and 60% in overseas companies. 

0.36% 40% FTSE All 

Share, 60% FTSE 

Developed (ex UK) 

Index 

BlackRock UK Equity 

Index Fund* 

This fund invests in shares of UK companies and 

aims to achieve a return in line with the FTSE All 

Share Index 

0.36% FTSE All Share 

BlackRock World (ex-UK) 

Equity Index Fund* 

This fund aims to achieve returns in line with global 

equity markets, excluding the UK 

0.36% FTSE Developed 

(ex UK) Index 

HSBC Amanah Global 

Equity Index Fund 

This funds objective is to grow money in line with 

the performance of the 100 largest companies 

engaged in Shariah compliant activities. 

0.66% Dow Jones Titans 

100






