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Funding Strategy Statement (FSS)

Statutory document

Must show interlink between funding and investments

Must be reviewed regularly

Must be consulted on

Must be published

Must follow CIPFA guidance

Must show how climate/transition risk is incorporated
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Funding objectives

Stable & affordable contributions

Employer pay their own way

Transparent & consistent
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What’s changing?
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Format
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Changes in approach

Admitted bodies with guarantor Admitted bodies with no guarantor

• 2019 – 75% chance of fully funded

• 2022 – set the same as guarantor

Reason for change

• 2020 Regulation change

• Consistency of approach

• 2019 – 75% chance of fully funded

• 2022 – between 50% and 75%

• Depending on funding target

Reason for change

• 2020 Regulation change

• Limit risk of excess surplus

Clarify our approach to collecting exit debts for all employers
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Investment returns

• Fund targets 75% chance the 
investment strategy will 
outperform the discount rate 
over the very long term

• Improved long-term market 
expectations versus 2019

• 2019: 1.6% above risk free rates

• 2022: 1.7% above risk free rates

1.7%
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Benefit increases - predicting CPI
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Benefit increases - CPI

2019

• Estimate RPI from yields on 
long dated gilts and index 
linked gilts

• Subtract 1% (the “RPI – CPI” 
gap from RPI

• 2019: 2.3% p.a. 

2022

• Improving technology

• Move to derive consistently to 
discount rate

• 50% likelihood

• 2022: 2.7% p.a.
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Other assumptions

• Best estimate

• Based on a combination of 
national and local data

• Judgement applied on future 
behaviors

• Little impact on liabilities, but 
better prediction of expected 
cashflows
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Summary of changes to assumptions

2019 2022 2022Date of market conditions

2019 2019 2022Methodology

Discount rate

Benefit increases

Risk-free rate + 1.6%

3.1% p.a.

2.3% p.a.

Risk-free rate + 1.6%

3.4% p.a.

2.7% p.a.

Risk-free rate + 1.7%

3.5% p.a.

2.7% p.a.

Little impact from changes to assumptions
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How are we incorporating unknowns?

COVID

Impacts on long 

term mortality

Consumer Prices Inflation

Higher inflationary environment 

and structural changes to RPI

Climate / Transition 

Risks

TCFD requirements

for funding

Regulatory

Potential impact 

of judicial review 

on cost-sharing

P
age 12

A
genda Item

 9



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.
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Agenda Item 17
By virtue of paragraph(s) 3 of Part 1 of Schedule 12A
of the Local Government Act 1972.
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Agenda Item 18
By virtue of paragraph(s) 3 of Part 1 of Schedule 12A
of the Local Government Act 1972.



This page is intentionally left blank


	9 Funding Strategy Statement
	17 Presentation by Partners Group
	18 Presentation by Macquarie Asset Management

