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This webinar will be recorded 



Moderator Welcome
Melville Rodrigues

Head of Real Estate Advisory, Apex Group



UK DC forecast rapid growth

“ DC pension schemes are forecast to continue to 
grow rapidly, partly as a result of auto-enrolment. 

They have risen from an estimated £340 billion in 
assets in 2015 to £460 billion in 2019 and are 
expected to rise to over £1 trillion by 2030”.  

https://www.fca.org.uk/publication/consultation/cp21-12.pdf


UK pension schemes lag behind other 
developed economies: alternatives
• seven largest pension markets globally allocate on 

average 19% to illiquid assets, an increase from 7% in 
2000, whereas UK pension allocations remain flat at 
about 7% to 8%.

• 2019 study, co-authored by the British Business Bank 
and Oliver Wyman with a remit from the Treasury, 
estimated  average 22-year-old new entrant to a default 
DC scheme with a 5% allocation to venture capital or 
growth equity could achieve a 7% to 12% increase in 
retirement savings.

• British pension holders are missing out! 

https://www.thinkingaheadinstitute.org/research-papers/global-pension-assets-study-2022/
https://www.british-business-bank.co.uk/wp-content/uploads/2019/09/Oliver-Wyman-British-Business-Bank-The-Future-of-Defined-Contribution-Pensions.pdf
https://www.thinkingaheadinstitute.org/research-papers/global-pension-assets-study-2022/
https://www.british-business-bank.co.uk/wp-content/uploads/2019/09/Oliver-Wyman-British-Business-Bank-The-Future-of-Defined-Contribution-Pensions.pdf
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A DC Scheme’s Perspective

Less Liquid Assets

James Monk 

Head of DC Investments

Aon

james.monk@aon.co.uk

Mob: +447747 606723

Since June 2015 James has been responsible for driving Aon 
UK DC House Views, Delegated DC Investment Offering, 
Platform Selection and Investment Advice to DC Corporates 
and Trustees. He is also a member of the Productive Working 
Finance Group.

mailto:james.monk@aon.co.uk
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What DC Schemes are interested in less liquid assets?

Master Trusts Single Employer Trusts Contract DC Providers

Market Size 2020 £80bn, 36 Authorized MTs £190bn, segmented £240bn, 8 major providers

Est. Market Size 
2030

£460bn, reduced No. viable MTs est. c. 10-20 
providers. £160bn, shrinking market £445bn, reducing market share

Market Drivers Mergers / Consolidation

Significant consolidation driven by scale. 
Value for Money Test of <£100m, 
potential for increase in threshold

Increased governance and regulator burden

Cost sensitivity reducing innovation
Employer / Third Party Evaluator focus on Cost

Key challenges to 
Investment

Scale – rapidly increasing
Life platform operational limitations 

/ Conditional Permitted Links

Delegated DC offers improved liquidity management
Commitment to Single Employer Trust – given 10 – 20 

year illiquid investment horizon
Internal management experience in private markets

Governance

Further liquidity oversight needed, scenario modelling 
and ability to set limitations

Advisory support in place where necessary, 
independence in the advisory support beneficial. 

Effective governance structure already in place, 
advisory support in place where necessary

Greater independence needed in IGC’s advice structure. 
Liquidity management and Conflicts of Interest, driven internal 

asset management need better mitigation

Charge Cap – Perf Fees

Operational / Daily 
Trading Requirements

Common Regulatory 
Definition of Value for 

Members

Conditional Permitted 
Links 

Hurdles

Treating Customers Fairly 
<> Daily Trading
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How has regulation influenced UK DC ?

Demand Side Supply Side

Default Strategy 
OCF – up to 
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Charge Cap – 0.75% OCF

Too much focus on cost, rather than 
member outcomes
• Potential of performance fees too much 

for Consolidator strategies (the ones 
with scale)

• Charge cap consultation on the way to 
helping with this

Consultants looking to reduce emphasis 
on cost onto Value for Money – common 
definition coming from TPR / FCA / DWP

• Competing innovations for investment 
budget

• Sustainability
• Smart Beta / Factors
• Bond diversification

Private
Public

Price point for DC

Cashflow driven from public market portfolio to 
enable regular cashflows but essential to 
provide transparency on:
• Liquidity Structure
• Scenario Modelling & Stress testing, with 

explicit clarity provided on scenarios when 
portfolio liquidity fails or when more 
advance notice is beneficial

• Market conditions when liquidity is 
restricted

DC schemes need support through 
transparency, particularly for their ongoing 
governance. 

DC Scheme 
Requirements

Transparency / Data Commercial Attractiveness
Consumer Duty & fairness principles 
essential (Charge Cap Consultation):
• Performance fees baked into dealing point 

unit prices
• High watermarks 
• Frequent valuation 
• Fee deals for early adopters, particularly in 

ramp-up

Strong sustainability stories and marketing 

Consideration given to long term strategy, 
including scaling – potentially through GPs / 
Co-investments
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In an ideal world, what are DC Schemes looking for?

Key DC Objectives

Sustainability

Diversification

Inflation Linkage

Improved risk adjusted returns

Retirement

Age

Higher Risk 
Private Equity 

Inflation Linked Income 
Real Assets / Cautious Growth

2 schools of thought when it comes to DC Private Markets

DC has urgent need of private market 
diversification 

• Multi Asset private market strategy

• 60% Private / 40% Public

• Shorter notice periods (c. 3m)

• Co-investment / Secondaries / Semi-
liquid

• Sustainable broad market strategy

• No Perf. Fee

DC should enter private markets 
progressively

• Spread of implementation with specialist 
sustainable strategies / stories

• 90% - 100% Private

• Longer notice periods (12m)

• Diversification of liquidity structures
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Disclaimer

This document and any enclosures or attachments are prepared on the understanding that it is solely for the benefit of the addressee(s). Unless we provide express prior written consent, no part of this document should 
be reproduced, distributed or communicated to anyone else and, in providing this document, we do not accept or assume any responsibility for any other purpose or to anyone other than the addressee(s) of this 
document.
We would like to point out that the investment recommendations in this report are based on the views of Aon’s own in-house investment research team. Where we have recommended actively managed funds, this is 
because it is our belief that, by careful selection, we may identify those funds which offer the best prospects of future out-performance. However, actively managed funds do typically incur additional costs and, as with 
any investment recommendation, the anticipated outperformance cannot be guaranteed.
Furthermore, although our investment research function is well-resourced and highly experienced team, it is not practical to review every possible fund in the marketplace. So research is limited by the application of an 
agreed filtering system. 
Notwithstanding the level of skill and care used in conducting due diligence into any organisation that is the subject of a rating in this document, it is not always possible to detect the negligence, fraud, or other 
misconduct of the organisation being assessed or any weaknesses in that organisation's systems and controls or operations.
This document and any due diligence conducted is based upon information available to us at the date of this document and takes no account of subsequent developments. In preparing this document we may have relied 
upon data supplied to us by third parties (including those that are the subject of due diligence) and therefore no warranty or guarantee of accuracy or completeness is provided. We cannot be held accountable for any 
error, omission or misrepresentation of any data provided to us by third parties (including those that are the subject of due diligence). This document is not intended by us to form a basis of any decision by any third party 
to do or omit to do anything.
Any opinions or assumptions in this document have been derived by us through a blend of economic theory, historical analysis and/or other sources. Any opinion or assumption may contain elements of subjective 
judgement and are not intended to imply, nor should be interpreted as conveying, any form of guarantee or assurance by us of any future performance. Views are derived from our research process and it should be 
noted in particular that we cannot research legal, regulatory, administrative or accounting procedures and accordingly make no warranty and accept no responsibility for consequences arising from relying on this 
document in this regard.
Calculations may be derived from our proprietary models in use at that time. Models may be based on historical analysis of data and other methodologies and we may have incorporated their subjective judgement to 
complement such data as is available. It should be noted that models may change over time and they should not be relied upon to capture future uncertainty or events.

• The value of all unit-linked funds may go down as well as up

• Past performance of any particular fund is no guide to future performance

• For funds investing in overseas markets, changes in rates of exchange between currencies may cause the value of a holding to fall. Some overseas funds invest in developing markets where 
arrangements in relation to regulation, dealing, liquidity and custody may be less secure than in the UK. Such funds can therefore carry greater risk

• Funds that invest in real property may carry additional risks in that the property element can suffer from problems with liquidity due to the delays and expenses that can arise with property transactions. 
This may result in increased volatility and, in extreme circumstances, can delay the encashment of investments in these funds

• Some cash and/or deposit funds do not actually only hold cash on deposit; they can be money market funds that invest in different types of securities within the money markets. Such funds are 
potentially more volatile than funds that hold cash on deposit. As such, members should be aware that, in certain economic conditions, even the value of these funds may fall and therefore the value of 
their capital is not guaranteed

• A lifestyle strategy may not be appropriate for members considering unconventional forms of retirement benefits, such as income drawdown. Therefore, it is recommended members seek appropriate 
advice when taking benefits to ensure they fully understand the consequences of their actions



Illiquids in DC
Veronica Humble
Head of DC Investments, LGIM

NOVEMBER 2022

INTENDED FOR PROFESSIONAL 
CLIENTS. NOT TO BE DISTRIBUTED TO 
RETAIL CLIENTS. CAPITAL AT RISK.
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https://lgim.seismic.com/Link/Content/DCc2J6bTmCc8h8MRR6BWM7FX64DP
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more liquid less liquid

Company shares

Liquidity provided by 
the fund manager

Liquidity managed by the platform 
provider/DGF(diversified growth 
fund) manager

No liquidity for the lock-in 
period

Liquidity provided by 
the market

Investment trusts

Unit trusts, NURS 
(non-UCITS retail 
schemes)

Fund blends

Fund blends with 
illiquid components

regular contributions no cashflows in

Illiquid funds

For illustrative purposes only
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https://lgim.seismic.com/Link/Content/DCc2J6bTmCc8h8MRR6BWM7FX64DP
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Why should DC schemes allocate to illiquids?

 Illiquidity premium
 Increased diversification

What are the common constraints?

ꭕ Liquidity constraints
ꭕ Cost constraints
ꭕ Operational constraints
ꭕ Complicated implementation

Real Estate Infrastructure Private Equity Private Debt

Key requirements for DC schemes
• Focus on growth assets
• Focus on cashflows in – DC schemes are cashflow positive, assets in retirement will reach scale only in 10-15 years
• Ease of implementation

Key drivers

 Aim to improve risk adjusted returns
 ESG/climate 
 Regulatory/government encouragement

Gatekeepers

• Investment consultants
• Platforms/blending capabilities
• Investment capabilities

For illustrative purposes only
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https://lgim.seismic.com/Link/Content/DCc2J6bTmCc8h8MRR6BWM7FX64DP
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LGIM UK Disclaimer and important legal notice

The information contained in this document (the ‘Information’) has been prepared by Legal & General Investment Management Limited, Legal and General Assurance (Pensions 
Management) Limited, LGIM Real Assets (Operator) Limited, Legal & General (Unit Trust Managers) Limited and/or their affiliates (‘Legal & General’, ‘we’ or ‘us’). Such Information is the 
property and/or confidential information of Legal & General and may not be disclosed by you to any other person without the prior written consent of Legal & General.
No party shall have any right of action against Legal & General in relation to the accuracy or completeness of the Information, or any other written or oral information made available in 
connection with this publication. Any investment advice that we provide to you is based solely on the limited initial information which you have provided to us. No part of this or any other 
document or presentation provided by us shall be deemed to constitute ‘proper advice’ for the purposes of the Pensions Act 1995 (as amended). Any limited initial advice given relating to 
professional services will be further discussed and negotiated in order to agree formal investment guidelines which will form part of written contractual terms between the parties.
Past performance is no guarantee of future results. The value of an investment and any income taken from it is not guaranteed and can go down as well as up, you may not get back the 
amount you originally invested.
The Information has been produced for use by a professional investor and their advisors only. It should not be distributed without our permission.
The risks associated with each fund or investment strategy are set out in this publication, the relevant prospectus or investment management agreement (as applicable) and these should 
be read and understood before making any investment decisions. A copy of the relevant documentation can be obtained from your Client Relationship Manager.
Confidentiality and Limitations:
Unless otherwise agreed by Legal & General in writing, the Information in this document (a) is for information purposes only and we are not soliciting any action based on it, and (b) is not 
a recommendation to buy or sell securities or pursue a particular investment strategy; and (c) is not investment, legal, regulatory or tax advice. Any trading or investment decisions taken 
by you should be based on your own analysis and judgment (and/or that of your professional advisors) and not in reliance on us or the Information. To the fullest extent permitted by law, 
we exclude all representations, warranties, conditions, undertakings and all other terms of any kind, implied by statute or common law, with respect to the Information including (without 
limitation) any representations as to the quality, suitability, accuracy or completeness of the Information.
Any projections, estimates or forecasts included in the Information (a) shall not constitute a guarantee of future events, (b) may not consider or reflect all possible future events or 
conditions relevant to you (for example, market disruption events); and (c) may be based on assumptions or simplifications that may not be relevant to you.
The Information is provided ‘as is' and 'as available’. To the fullest extent permitted by law, Legal & General accepts no liability to you or any other recipient of the Information for any loss, 
damage or cost arising from, or in connection with, any use or reliance on the Information. Without limiting the generality of the foregoing, Legal & General does not accept any liability for 
any indirect, special or consequential loss howsoever caused and on any theory or liability, whether in contract or tort (including negligence) or otherwise, even if Legal & General has 
been advised of the possibility of such loss.
Third Party Data:
Where this document contains third party data ('Third Party Data’), we cannot guarantee the accuracy, completeness or reliability of such Third Party Data and accept no responsibility or 
liability whatsoever in respect of such Third Party Data. 
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Publication, Amendments and Updates:
We are under no obligation to update or amend the Information or correct any errors in the Information following the date it was delivered to you. Legal & General reserves the right to 
update this document and/or the Information at any time and without notice.
Although the Information contained in this document is believed to be correct as at the time of printing or publication, no assurance can be given to you that this document is complete or 
accurate in the light of information that may become available after its publication. The Information may not take into account any relevant events, facts or conditions that have occurred 
after the publication or printing of this document.
Telephone Recording:
As required under applicable laws Legal & General will record all telephone and electronic communications and conversations with you that result or may result in the undertaking of 
transactions in financial instruments on your behalf.  Such records will be kept for a period of five years (or up to seven years upon request from the Financial Conduct Authority (or such 
successor from time to time)) and will be provided to you upon request.
Legal & General Investment Management Limited. Registered in England and Wales No. 02091894. Registered Office: One Coleman Street, London, EC2R 5AA. Authorised and 
regulated by the Financial Conduct Authority, No. 119272.
Legal and General Assurance (Pensions Management) Limited. Registered in England and Wales No. 01006112. Registered Office: One Coleman Street, London, EC2R 5AA. 
Authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority, No. 202202.
LGIM Real Assets (Operator) Limited. Registered in England and Wales, No. 05522016. Registered Office: One Coleman Street, London, EC2R 5AA. Authorised and regulated by the 
Financial Conduct Authority, No. 447041.Please note that while LGIM Real Assets (Operator) Limited is regulated by the Financial Conduct Authority, we may conduct certain activities 
that are unregulated.
Legal & General (Unit Trust Managers) Limited. Registered in England and Wales No. 01009418. Registered Office: One Coleman Street, London, EC2R 5AA. Authorised and regulated 
by the Financial Conduct Authority, No. 119273.
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Panel Discussion & Q&A
(To ask a question - please use the Q&A panel to type your question to the Moderator) 



Thank you for joining us

The recording and slides will be available on the AREF website and 
emailed to members later today 
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