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Fondi a Prestazione Definita (DB-Schemes) in Inghilterra

Purple Book 2018, Pension Protection Fund 2018
Numero di membri attivi 1.3m
Percentuale di Schemi aperti 12%
Assets 1,575 (£b)
Assets investiti in bonds (%) 59%
Assets investiti in equities (%) 27%
Funding level (buy-out basis) 73%
Sensititvita a 10bp di aumento in nominal and real gilts +£21.2bn
Aumento delle liabilities se I'aspettativa di vita di ciascun individuo e equiparata a quella di 7.3%.

membri due anni piu giovani

* Tutti i titolari di pensioni a prestazione definita sono protetti dal Pension Protection Fund (PPF)

* | fondi piu maturi e grandi hanno funding level piu alti.

* | trustees sono responsabili per il management del fondo, dalla raccolta delle contribuzioni alle decisioni
investimento, fino al pagamento delle pensioni.

e Definizione degli Investment
beliefs, hedge and liquidity

ratios
e Risk budgets
el Trustee
06/07/2019

e Definizione parametri
e Monitoring
® Reporting

e Derivatives Overlays
e Cash Assets

Giovanni Paci - Quadro Gestionale

Implementation =



Passivita e profilo d'investimento
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| fondi a prestazione definita maturano in fretta: la maggior parte dei membri saranno in pensione nei
prossimi 10-20 anni.
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| fondi puntano a crescere gli asset nella fase iniziale, per poi passare gradualmente a un matching profile
che (1) eviti di dover vendere asset in momenti sbagliati (2) includa credit-linked assets (3) guadagni un
illiquidity premium.

Difficolta:
1. Cisono pochi asset disponibili con sufficiente duration.
2. lrendimenti sono troppo bassi.
Approccio per:
* Uso di derivati per neutralizzare unrewarded risk e gestire il funding level risk.
* Esposizione a illiquidity, complexity, credit, ‘alternative’ risk via cash asset e derivati.

* Uso di overlays per la getione e trasformazione del (VaR) Risk.

06/07/2019 Giovanni Paci - Quadro Gestionale 3



Una parentesi: 'Endowment Model

In un contesto di rendimenti di lungo periodo bassi, gliendowment (infinitely-lived) cercano
Sharpe piu alti:

1. Equity Risk Premium

2. Rewarded risk: illiquidity premium.
'Asset allocation & considerata la fonte principale dei rendimenti.
Timing the market e considerato difficile, troppo rischioso.

Security Selection: Maggiore e |'inefficienza di un’asset class, piu & importante la selezione dei
managers.

In linea con questo modello, nella fase di crescita i fondi hanno diminuito la quota di Fixed
Income e aumentato la quantita di equities e illiquid assets (Nordics, Canadian, Dutch
Pensions)

Uno dei problemi centrali dei fondi diventa quindi come gestire la transizione da growth
orientation a matching portfolio



La gestione del funding level
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Credit derivatives per

La transizione da Growth a proteggere i cash flow ma
Matching portfolio ha una anche per aumentare |
componente di de-risking rendimenti

100% done gestita con synthetic

and structured products

Synthetic exposures
per aumentare i
rendimenti e
aggiustare l'asset
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Il funding level puo deteriorare a tassi crescenti
guando i pagamenti superano i rendimenti e si
erodono gli asset: VaR management con un
buffer (funding minimum)
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La gestione degli overlays

Management Of Cash
Assets

Portfolio Allocation

Synthetic Overlays Equity Protection Equ:ty Prol_“ectlon
Financing
e Synthetic Exposures e Systematic e Multi-asset e Gilts and Linkers
through Futures or protective strategies systematic strategies ¢ Gilts TRS
TRSs e Directly managed e Selling of pre- ¢ RS
e Ad-hoc structured derivatives book hedging optionality « Inflation Swaps
products and hybrids cross-asset - SyEEioTe
Difficolta:

1. Operazionali: volumi molto grandi, booking complesso, monitoring.

2. Legali: negoziazioni e deals che richiedono tempo e competenze specifiche.

w

Trading/Management: molto quantitativo, gestione del market impact, liquidita, ...

4. Sviluppi del mercato: cambiamenti nei benchmark e regulatory uncertainty (Libor/Sonia; CPI/RPI).
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Disclaimer

DISCLAIMER

The contents of this document are confidential and proprietary to the BT Pension Scheme Management Limited (“BTPSM”) and may not be
disclosed to any third party without BTPSM's prior written consent.

This document is intended for information and discussion purposes only and does not constitute an offer, recommendation or solicitation to
buy or sell securities or derivative products. It does not contain a complete description of any particular product or transaction and any
investment decision should be based upon the final documentation prepared in relation to any particular product or transaction. Before
entering into any transaction you should take steps to ensure that you fully understand the transaction and have made an independent
assessment of the appropriateness of the transaction in the light of your own objectives and circumstances, including the possible risks and
benefits of entering into such transaction. In providing this document to you, BTPSM is not acting as financial adviser or in any other advisory
or fiduciary capacity.

The information contained herein (the “Information”) may have been obtained from, and/or based upon information obtained from sources that
BTPSM believes to be reliable, However the accuracy and completeness thereof and the computations based thereon cannot be assumed. No
representation or warranty, express or implied, is or will be made, and no responsibility or liability is or will be accepted by BTPSM or any of its
officers, servants, agents, employees or advisors in relation to the accuracy or completeness of this document or the Information. Any
assumptions, estimates and opinions contained in this document constitute our judgment as of the date of the document and are subject to
change without notice. The Information is current as at the date of issue and BTPSM shall be under no obligation to notify you of any changes
to the Information or otherwise to update the Information after this date.

BTPSM SPECIFICALLY DISCLAIMS ALL LIABILITY FOR ANY DIRECT, INDIRECT, CONSEQUENTIAL OR OTHER LOSSES OR
DAMAGES INCLUDING LOSS OF PROFITS INCURRED BY YOU OR ANY THIRD PARTY THAT MAY ARISE FROM ANY RELIANCE ON
THIS DOCUMENT OR FOR THE RELIABILITY, ACCURACY, COMPLETENESS OR TIMELINESS THEREOF.

BTPSM is authorised and regulated by the Financial Conduct Authority.

BT Pension Scheme Management Limited registered in England No. 05154287 .



