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. PENSIONS

i By Jonathan Stapleton

¢ Trustees are far more interested in
¢ implanting a de-risking strategy
: than corporate sponsors, research
¢ from MetLife Assurance has
: shown.

The insurance firm's survey,

. polling 154 finance directors,
: found 76% of respondents at com-
: panies with defined benefit pen-
: sion schemes were not currently
¢ considering a pension de-risking
! strategy.

It revealed only 10% of finance

directors planning a buy-in or
: buyout over the next two years.

Only 13% of finance directors

: said that their pension schemes’
¢ liabilities have become a higher
¢ priority as a result of the economic
* turmoil.

However, this comes in stark

: contrast toits research into trustee
: attitudes to risk reduction —which
¢ found 51% of pension trustees are
: likely to choose a buy-in or buyout
¢ during that same time period.

‘Remuneration
should re ect
level of aavice

¢ Recent surveys have confirmed

¢ what many of us already knew —

: that despite the adverse economic
: conditions and other uncertainties
¢ the Sipp market continues to

: grow —at over 20% per annum

¢ according to one survey.

The survey also confirmed

: Sipps continue to be used as a

¢ consolidation vehicle — with the

: majority of Sipps being funded by
¢ transfer values. | expect this trend
* to continue or even accelerate on

¢ the back of the parlous state of

: many defined benefit schemes,

: the growing number of poorly

¢ performing legacy pension

: products and the recent Budget

: proposals.

That won't exactly be music

to the ears of the FSA who were
: critical of the quality of advice
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: Trustees more concerned than sponsors re liabilities

‘Most nance directors
are not taking action
‘on pension de-risking

MetLife Assurance chief exec-
utive Dan DeKeizer said: “There
appears to be a significant differ-
ence of opinion between company
finance directors and pension
trustees when it comes to de-
risking.

“Faced with unprecedented
market volatility, there is a strong
demand from trustees to secure
their member’s benefits through
risk transfer.

“Conversely, market vola-
tility has not changed the pri-
ority of pension schemes in the
view of finance directors, with
the majority not considering de-
risking options in the short term.
It seems there needs to be a con-
versation between the sponsors
and trustees in relation to the
future of their pension scheme for
the benefit of the members.”

DeKeizer said he was surprised
so few finance directors were on
record as seriously considering
de-risking their pension scheme

on pension transfers in their
thematic review conducted last
year. In case you have forgotten
they found that advice was
unsuitable in one in six cases.

While there was no reference
to commission bias in the FSA
report | believe most of the issues
encountered over the years in
relation to pension transfers can
be linked back to commission.

In their RDR Feedback
Statement 08/6 the FSA
confirmed they plan to consult
in June 2009 on new rules to
introduce adviser charging which
will bring to an end the current
commission model. However the
rules may not be introduced until
the end of 2012. In the context of
pensions transfers | believe that
delay is undesirable.

If we really want to ensure that
adviser remuneration on transfers
clearly reflects the advice
involved and has no potential
to influence the outcome, the
FSA should ban all commission
payments on transfer payments
as soon as possible. | would also
insist that any remuneration paid
for ongoing advice is agreed at the
time that the ongoing advice is
given rather than at outset.

This would dramatically
increase the likelihood of ongoing
reviews taking place. In 26%
of “unsuitable” transfer files
reviewed by the FSA this had not
happened.

John Moret is director of sales and
marketing at Suffolk Life
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