£3.5bn DB Pension Scheme OCIO:
Bespoke Strategy
case study

Client profile and challenge:
A £3.5bn Defined Benefit Pension Scheme appointed us as Outsourced CIO (‘OCIO’) in 2016 (named

individual ClO in 2017). The challenge was clear: achieve full funding on a Technical Provisions (‘TP’)
basis whilst progressing toward buy-out, using a risk-managed approach focused on fundamental
risk and narrowing the range of potential outcomes of the Scheme.

Our approach
We evolved the investment strategy to focus on assets with:
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To deliver this, we redesigned the portfolio to include:

Bespoke cashflow matching using contractual Private assets (including secondaries) to capture
cashflow assets, including illiquidity and secondary illiquidity premiums and replace expected return
market purchases of private assets. lost as the equity allocation was reduced.

Shift away from equity, as it no longer fit the Credit Default Swap (‘CDS’) overlay to maintain
risk-managed, cashflow-oriented strategy. return while increasing collateral headroom.

Collateral waterfall incorporating corporate bond
repo, Asset-Backed Securities (‘ABS’), and custodian
overdraft facilities, and one-way Credit Support
Annex (‘CSASs’) to strengthen liquidity resilience.

Multi-Asset Credit (‘MAC’) opportunistically
added following Covid-related spread widening.

Innovative financing structures, including a facility

where capital from private debt funds was accessed

through a dedicated financing note housed within Additionally., we implemen.ted.e} longevity
the Scheme’s investment structure. swap and increased the liability hedge

ratio to 100% as the funding level
improved.




Proactive key milestones
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Appointed as '
Outsourced
Investment Executive.
Launched Secured
Finance mandate;
managed LIBOR
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Began shifting from

illiquids to ABS/EMD
ahead of buy-out;

reinvested returned
private-market
proceeds; refined

collateral and liquidity
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Raised hedge ratio;
added multi-asset
credit post sub-1G
widening; reduced

equities to 0%.

Undertook corporate
bond repo for LDI;
added custodian

transition. overdraft facility; set processes.
stewardship priorities
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Added CDS and options

Implemented longevity
swap; delivered TCFD
reporting; executed
secondary private-asset

cashflow assets;
introduced illiquids;
recalibrated LDI
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lincreased liquid credit;
removed static target
asset allocation.

benchmarks. overlays; adopted sales.
collateral waterfall;
refreshed ESG beliefs.
Outcomes
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Funding level improved significantly.

Narrowed range of outcomes on the journey to full-funding and
buy-out.

Liability hedge ratio increased to 100% of assets.

Greater predictability and income through bespoke cashflow-
matching.

Increased resilience via collateral waterfall and private asset
exposure.



Why it matters

What does this case demonstrate?

This case demonstrates how a dynamic, bespoke OCIO strategy )
can deliver improved funding levels, robust risk management, Fraser Price, CFA
and sustainable returns for large defined benefit schemes. G T

How were these outcomes achieved?
R .o . . . e Gary Yeaman
By combining innovative investment solutions with disciplined Head of UK Pension

execution, the strategy was tailored to the scheme’s specific Scheme Relations
objectives and risk profile.

What was the overall impact for the client?

The approach strengthened the scheme’s long-term financial
security and increased confidence in its ability to meet future
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obligations. M gary.yeaman@momentum.co.uk
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IMPORTANT NOTES

This document is for information purposes only and does not constitute an offer or invitation to anyone to invest in any
Momentum Global Investment Management Limited (‘MGIM’) funds and has not been prepared in connection with any such
offer. This is a marketing communication.

This communication may only be used by a person in a jurisdiction where it is legally permitted to do so. The original
recipient is responsible to ensure that no breach of local laws occurs in sharing its contents. This document should not be
reproduced or distributed except via original recipients such as authorised financial advisers that are permitted to do so by
local regulation and should not be made available to retail investors. This communication is not for distribution in the United
States of America.

Any opinions expressed herein are those at the date of issue and cannot be depended on to predict future events. They do
not necessarily reflect the views of any company in Momentum Group Limited or any part thereof. All data is sourced to
MGIM unless otherwise stated. We believe that the information contained is from reliable sources, but do not guarantee
the relevance, accuracy, validity or completeness thereof. Subject to UK law, MGIM does not accept liability for irrelevant,
inaccurate, invalid or incomplete information contained, or for the correctness of any opinions expressed.

Past performance is not indicative of future performance. Investors whose reference currency differs from that in which
the underlying assets are invested may be subject to exchange rate movements that alter the value of the investments. The
value of investments and any income from them may fluctuate and investors may incur losses. All investments involve risks
including the risk of possible loss of principal. Liquidity risk may delay or prevent account withdrawals or redemptions. High
volatility of fund prices can result from unstable market conditions.

The investment opportunities described herein do not take into account the specific investment objectives, financial
situation, knowledge, experience or specific needs of any particular person and are not guaranteed.

We are unable to give financial advice. If you are unsure about the content contained within/suitability of the funds
mentioned, please speak to a financial adviser.

This document is produced and issued by MGIM (company registration no. 3733094) with its registered office at 3 More
London Riverside, London, SE1 2AQ. MGIM is authorised and regulated by the Financial Conduct Authority in the UK (firm
reference no. 232357).
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