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What’s changed since 2017?
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Managers

Benefits 

earned in 

future

No significant changes from a funding point of view
But COVID-19 will have an impact on employer covenant which affects funding plans

Liabilities Assets

Life expectancy

Slowdown in improvements

McCloud

Cost of remedy

Cost Cap

Improvement in benefits??

Future returns

Slightly lower expectations

Actual returns

Positive returns since 2017

Contributions & benefits

Generally cashflow neutral
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2020 valuation: initial balance sheet results
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Assumed future investment return (% p.a.)

Likelihood of achieving the assumed future investment return over 20 years
(from the 2020 valuation date)

2020

2017

No significant change in funding position since 2017 valuation

• Slight improvement in funding position 
since 2017

• Fund is 100% funded at 31 March 2020 if 
future investment returns are c.3.2% p.a. 
(75% likelihood)

• Equivalent required return at 31 March 
2017 was c.3.6% p.a.

• Funding position is not directly linked to 
employer contribution rates

‒ Majority of rate is in respect of future service

‒ Lower expected future asset returns

Source: Hymans Robertson, sample LGPS Scotland Fund 31 March 2020 whole fund funding level
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What does it mean for investment strategy?

Managers

Deciding where the balance sits will be a key consideration in any strategy review at 2020

Future 
investment

returns

Future 

contributions

Future 
investment

returns

Future 

contributions

• Pressure on employer affordability may require a 
fund to seek a higher level of returns to manage 
contribution rates

• Increased level of returns brings an increased level 
of risk

• Weaker employer balance sheets may require a 
reduction in funding volatility to protect strong 
funding positions

• Requirements may vary between employer groups

VS.
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Thank you

This Powerpoint presentation contains confidential information belonging to Hymans Robertson LLP (HR). HR are 

the owner or the licensee of all intellectual property rights in the Powerpoint presentation. All such rights are 

reserved. The material and charts included herewith are provided as background information for illustration purposes 

only. This Powerpoint presentation is not a definitive analysis of the subjects covered and should not be regarded as 

a substitute for specific advice in relation to the matters addressed. It is not advice and should not be relied upon. 

This Powerpoint presentation should not be released or otherwise disclosed to any third party without prior consent 

from HR. HR accept no liability for errors or omissions or reliance upon any statement or opinion herein.


