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 Pensions Act 2004 (‘the Pensions Act’) 

1 Under the Pensions Act, trustees are required to prepare a statement of the principles 

governing investment decisions.  This document contains that statement for the Makro Staff 

Pension Scheme (‘the Scheme’). 

2 Before preparing this document, the Trustee has consulted the employer and the Trustee will 

consult the employer before revising this document.  However, the ultimate power and 

responsibility for deciding investment policy lies solely with the Trustee. 

3 Before preparing this document, the Trustee has sought advice from the Scheme's investment 

consultant and actuary.  The investment managers have been provided with a copy of this 

document.  The Trustee will review this document, in consultation with the investment 

consultant and actuary, at least once a year, or where the Trustee believes a review is needed 

for other reasons.  The Trustee will refer to this document where necessary to ensure that 

powers of investment are exercised so as to give effect to the principles set out in it as far as 

is reasonable.  

Governance 

4 The Trustee’s responsibilities include: 

 Regularly reviewing the content of this statement in conjunction with the investment 

consultant and the scheme actuary, and modifying it if deemed appropriate. 

 Reviewing the investment policy following the results of each actuarial review and/or 

asset liability modelling exercise, or more frequently if appropriate. 

 Assessing the quality of the performance and processes of the investment manager(s) by 

means of regular, but not less than annual, reviews of the investment results and other 

information by way of meetings with the investment manager(s) and/or written reports. 

 Appointing (and dismissing) investment manager(s). 

 Consulting with the Company when reviewing investment policy issues. 

 Monitoring compliance of the investment arrangements with this Statement on an 

ongoing basis. 

5 Each investment manager's responsibilities include: 

 Management of the portfolio, including (within guidelines given by the Trustee) security 

selection. 

 Providing the Trustee with a quarterly report on actions and future intentions, and any 

changes to the processes applied to the portfolio. 

 Informing the Trustee of any changes in the internal objectives and guidelines of any 

pooled funds used by the Scheme as soon as practicable. 

 The safekeeping of the assets and appropriate administration (including income 

collection and corporate actions) within any pooled funds used by the Scheme. 

 Discharging their responsibilities in respect of investee companies in accordance with 

the Stewardship Code published by the Financial Reporting Council (where applicable).  
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6 The Custodian's responsibilities include: 

 The safekeeping of all of the directly held assets of the Scheme. 

 Undertaking all appropriate administration (including income collection and corporate 

actions). 

 Processing all dividends and tax reclaims in a timely manner. 

7 The investment consultant's responsibilities include: 

 Participating with the Trustee in reviews of this statement. 

 Advising the Trustee, as requested: 

 through consultation with the scheme actuary on how any changes in benefits, 

membership and funding position may affect the manner in which the assets should 

be invested 

 on how any changes at the investment manager(s) could affect the interests of the 

Scheme 

 on how any changes in the investment environment could either present  

opportunities or problems for the Scheme. 

 Undertaking project work as requested, including: 

 reviews of asset allocation policy  

 reviews of the investment managers. 

 Advising on the selection of new managers and/or custodians. 

8 The scheme actuary's responsibilities include: 

 Liaising with the investment consultant on the suitability of the Scheme's investment 

policy given the financial characteristics of the Scheme. 

 Assessing the position relative to the Scheme’s statutory funding objective and advising 

on the appropriate response to any shortfall. 

 Performing the triennial (or more frequently as required) valuations and advising on 

appropriate contribution levels. 

9 Trustee directors who are employees are given paid time off to perform their Trustee duties 

but are not otherwise remunerated.  Other Trustee directors are not generally paid, although 

independent Trustee directors can be remunerated.  All Trustee directors are entitled to have 

their reasonable expenses reimbursed. 

10 The Trustee’s advisors are paid on either a time-cost or project basis, as agreed in advance 

by the Trustee. 

11 The Trustee has agreed fee-scales with each manager based on the value of assets under 

management and the type of mandate.  The Trustee believes that these fees are appropriate. 

 Objectives 

12 The investment objectives of the Scheme are: 

a. The acquisition of suitable assets of appropriate liquidity which will generate income 

and capital growth to meet, together with new contributions from the employer, the cost 

of the benefits of the Scheme. 

b. To limit the risk of the assets failing to meet the liabilities over the long term. 

c.  To minimise the long term costs of the Scheme by maximising the return on the assets 

whilst having regard to the objectives under b. 
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d. To target a full buy-out of the Scheme’s liabilities in the long-term, consistent with the 

current strategic direction of the Scheme in having the majority of the liabilities insured 

through a buy-in policy held with Rothesay Life (valued at £218.7m and representing 

c.84% of total Scheme assets as at 30 June 2020). 

 

13 Until further review, the Trustee considers that an asset allocation policy for the Scheme 

which corresponds to the benchmark set out below will ensure that the assets of the Scheme 

include suitable investments, that those assets are appropriately diversified and that there is a 

reasonable expectation of meeting the objectives in paragraph 12. As of 31 March 2020, the 

investment consultant estimated that the Scheme (excluding the buy-in) hedges 77% and 

65% of interest rate risk and inflation risk respectively, as a percentage of Scheme assets. 

 

 

 

 

 

 

 

 

 

14 The Scheme also holds a buy-in policy with Rothesay Life (entered into on 12 August 2014) 

in respect of all Scheme liabilities, with the exception of liabilities for members who, at that 

time, were expected to qualify for a winding-up lump sum. 

 

AVCs 

15 The Scheme previously provided a facility for members to pay AVCs into the Scheme to 

enhance their benefits at retirement.  This facility is closed to new contributions. 

 

 Manager Structure 

16 Two investment managers are employed for the investment of the main Scheme assets.   

 An active manager BlackRock Investment Management (UK) Limited (“BlackRock”) 

manages approximately 75% of the assets of the Scheme, against the following 

benchmark and indices: 

 % Index 

UK Bonds 100  

 UK Index-linked   33.3 FTSE-A Index-linked (Over 5 Year) Index 

 Sterling Credit   66.7 iBoxx Sterling non-Gilts over 15 year Index 

The performance objective of this manager’s passively managed over 5 year index-linked 

gilt fund is to achieve a return in line with its index. 

The performance objective of this manager’s actively managed Sterling credit fund is to 

outperform the benchmark by 1.00% pa (before fees) over rolling three-year periods.  The 

Asset Class Target Benchmark % 

Liability Matching Assets 100.0 

Index-Linked Gilts  50.0 

    Over 5 years 25.0 

    Over 15 years 25.0 

Corporate bonds 50.0 

    Over 15 years 50.0 

Cash - 

Total  100.0 
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manager is also aiming to achieve a tracking error within this fund relative to the benchmark 

of 0.5% to 0.75%. 

 One manager (Legal & General Investment Management Limited (“LGIM”)) manages 

approximately 25% of the assets on a passive basis.  The types of funds are shown 

below. 

 

 

 Index 

UK Bonds  

 UK Index-linked FTSE-A Index-linked (Over 15 Year) Index 

Cash 7-day LIBID 

 

17 The Trustee's policy is that there should be sufficient investments in liquid or readily 

realisable assets to meet unexpected cashflow requirements in the majority of foreseeable 

circumstances so that the realisation of assets will not disrupt the Scheme's overall 

investment policy, where possible.    

 Performance Objectives and Investment Return 

18 Whilst the Trustee is not involved in the investment managers' day to day method of 

operation and therefore cannot directly influence attainment of the performance target, they 

will assess performance and review each manager's appointment on a regular basis, usually 

annually.  Measurable objectives have been developed for the active manager consistent with 

the achievement of the Scheme's longer term objectives, and an acceptable level of risk. 

 Risks associated with investments 

19 The Trustee recognises a number of risks involved in the investment of the assets of the 

Scheme: 

a. Solvency risk and mismatching risk: 

 are measured through a qualitative and quantitative assessment of the expected 

development of the liabilities relative to the current and alternative investment 

policies 

 are managed through assessing the progress of the actual growth of the liabilities 

relative to the selected investment policy 

b. Manager risk: 

 is measured by the expected deviation of the prospective risk and return, as set out 

in the manager(s)’ objectives, relative to the investment policy 

 is managed by monitoring the actual deviation of returns relative to the objective 

and factors supporting the manager(s)’ investment process 

c. Liquidity risk: 

 is measured by the level of cash flow required by the Scheme over a specified 

period 

 is managed by the Scheme’s administrators assessing the level of cash held in 

order to limit the impact of the cash flow requirements on the investment policy 

d. Insurer risk: 
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 is measured by assessing the credit-worthiness of the provider of the Scheme’s 

buy-in policy and the ability of the insurer to meet the likely benefit outgo of the 

Scheme is managed by monitoring the Scheme’s buy-in provider 

 The Trustee believes that it has four layers of protection in the event of default by 

Rothesay Life; the covenant of Rothesay Life, the Financial Services 

Compensation Scheme, the covenant of the sponsor, and the Pension Protection 

Fund.  

e. Custodian risk: 

 is measured by assessing the credit-worthiness of the custodian bank and the 

ability of the organization to settle trades on time and provide secure safekeeping 

of the assets under custody 

 is managed by updates from the investment managers with whom the custodian 

contract is established should any significant changes occur at the custodian 

f. Political risk: 

 is measured by the level of concentration of any one market leading to the risk of 

an adverse influence on investment values arising from political intervention 

 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 

g. Sustainability and Corporate Governance risk: 

 are measured by the level of concentration in individual stocks leading to the risk 

of an adverse impact of investment values arising from corporate failure 

 are managed by regular reviews of stock concentration and regular discussions 

with the investment managers about sustainability risks 

h. 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 sponsor’s 

business, as measured by a number of factors, including the creditworthiness of the 

sponsor. 

 Environmental, Social and Governance considerations 

20 The Trustee recognises that long-term sustainability issues can have a material impact on 

risk and outcomes, though the Trustee’s fundamental mission is to meet the Scheme’s 

financial obligations. To the extent possible, the Trustee will delegate the responsibility to 

take ESG principles, including climate change, into account in investment decisions to its 

investment managers. The Trustee will periodically review these principles with the 

assistance of its investment adviser and engage with its investment managers as appropriate. 

The Trustee acknowledges that it acts on behalf of the Scheme’s members in relation to ESG 

principles and canvassing members’ views is not required. 

 Rights attaching to investments 

21 The Trustee’s policy is to delegate responsibility for engagement and the exercising of rights 

(including voting rights) attached to investments to the investment managers. 
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Engagement with investment managers, including policies on alignment, incentivisation 

and monitoring 

22 To maintain alignment with the Trustee’s overall investment objectives and policies 

(including the Trustee’s views on sustainable investments set out in this Statement), the 

investment managers are provided with the most recent version of the Scheme’s Statement 

of Investment Principles. 

23 The Trustee expects the investment managers to invest with a medium to long time horizon, 

and to use their engagement activity to drive improved performance over these periods. The 

appropriateness of the Scheme’s allocation to such mandates is determined in the context of 

the Scheme’s overall objectives.  

24 The Trustee appoints its investment managers with an expectation of a long-term 

partnership, which encourages active ownership of the Scheme’s assets. When assessing a 

manager’s performance, the focus is on longer-term outcomes, and the Trustee would not 

expect to terminate a manager’s appointment based purely on short term performance. 

However, a manager’s appointment could be terminated within a shorter timeframe due to 

other factors such as a significant change in business structure or the investment team. 

25 The Trustee ensures that, in aggregate, its portfolio is consistent with the policies set out in 

this Statement, in particular those required under regulation 2(3)(b) of the Occupational 

Pension Schemes (Investment) Regulations (2005). The Trustee will also ensure that the 

investment objectives and guidelines of any particular pooled vehicle are consistent with its 

policies, where relevant to the mandate in question. 

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

of services which includes consideration of long-term factors and engagement. 

27 The Trustee reviews the costs incurred in managing the Scheme’s assets annually, which 

includes the costs associated with portfolio turnover. In assessing the appropriateness of the 

portfolio turnover costs at an individual manager level, the Trustee will have regard to the 

actual portfolio turnover and how this compares with the expected turnover range for that 

mandate. 

28 Should the Trustee’s monitoring process reveal that a manager’s portfolio is not aligned with 

the Trustee’s policies, the Trustee will engage with the manager further to encourage 

alignment. This monitoring process includes specific consideration of the sustainable 

investment/ESG characteristics of the portfolio and managers’ engagement activities. If, 

following engagement, it is the view of the Trustee that the degree of alignment remains 

unsatisfactory, the manager will be terminated and replaced. 

 Adopted by the Trustee:  

  

 Paul Watson 

 On behalf of Capital Cranfield Pension Trustees Limited 

 

 Date: 28 August 2020 


