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Stepping stones
to the endgame:
Journey planning
A robust journey plan is one of the most important
ways in which trustees can improve the long-term
security of their members’ benefits. As part of our
Fiduciary Management Service, we can help you
design a journey plan to meet the specific needs of
your scheme, and then manage your funding level
towards a secure endgame target.
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We are uniquely positioned to provide the investment and
risk management tools to help our clients on every step of their journey to the endgame.

We offer a full range of endgame solutions for our clients, drawing on our experience of managing both
investment and longevity risks. This paper focuses on how we can support our fiduciary management
clients plan their journey to the endgame.
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Current market environment
In the past, with new members joining and an open-ended
investment time horizon, running schemes in a ‘steady state’
made sense. However, with only 12% of schemes still open to
new members and 41% of members collecting pensions,1
investment time horizons have been curtailed and the ‘steady
state’ approach is no longer appropriate.
Integrated risk management can improve outcomes
Putting in place a plan to reach a secure future position for
scheme members means balancing a number of different risks
in the period between planning and endgame.
Underfunded schemes ultimately remain dependent on their
sponsoring employer either to make good their deficit with
contributions, or to underwrite any investment risk taken by the
scheme.
An optimal journey plan will therefore balance investment,
funding and sponsor covenant risks appropriately, both initially
and in future years. For example, targeting a higher level of
investment return now in an effort to improve the funding level
more quickly could result in a reduced reliance on sponsor
covenant risk in the future, but may in fact increase that reliance
in the short term if markets underperform.

How should risks be balanced over time?
As a scheme matures it will gradually decrease its risk tolerance
over time, typically making some “front-end loading” of
investment risk attractive in journey plans. A plan to decrease
target returns gradually in later years will also leave schemes
less exposed to market valuations (and therefore fluctuations) on
any single date. Nevertheless, the specific nature of a scheme’s
sponsor covenant is key.
Contingency planning
A journey planning process should also include consideration of
the actions that could be taken in a range of alternative
scenarios. We set out below some of the actions that could be
considered if the funding level were to deviate significantly from
an agreed journey plan.
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Similar actions could also be considered in response to a
strengthening or weakening of the sponsor covenant.
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1. Source: Purple Book 2018
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Thinking through such scenarios in advance helps to ensure that
a journey plan is robust. Considering what the appropriate
balance of funding, covenant and investment risks would be
across various scenarios helps to assess whether the current
balance really is appropriate.
Monitor and adapt quickly to changing circumstances
Having a robust plan is a good start, but implementing,
monitoring and adapting it over time can be more difficult and
time-intensive. Delegating the day-to-day investment decisions
and risk monitoring required to implement the plan efficiently
can improve outcomes; it leaves trustees and sponsors with
more time to focus on their high-level strategy, overall portfolio
return target and risk tolerance.
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Using funding level triggers
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Day-to-day funding level volatility is to be expected, and some
deviation from the journey plan in the short term should not be a
concern for trustees. But more extreme market movements or
liability experience can serve as a trigger to revisit the journey
plan and implement contingency actions. Dynamic de-risking is
a good example of this, where schemes can take advantage of
unexpectedly strong market performance by reducing
investment risk and capturing the opportunity to move to a more
secure journey plan.
Downside funding level triggers can also be monitored,
providing a clear prompt for action or stakeholder discussion,
and also providing peace of mind. Finally, integration of ongoing
sponsor covenant monitoring can ensure that the scheme is well
prepared for a wide range of potential future scenarios.

Summary and next steps
With the average funding level on a buyout basis only 73%, the vast majority of schemes are still very much on their journey to the
endgame.2 Putting a plan in place to reach a more secure future position for scheme members means balancing investment,
funding and covenant risks.
We work through this with our fiduciary management clients to implement a plan and monitor and adapt it as necessary over time.
Delegating the day-to-day tasks leaves trustees and sponsors with more time to focus on their high-level strategy, overall portfolio
return target and risk tolerance, which can improve member outcomes.
If you are thinking about your scheme’s endgame and putting a journey plan in place, then please get in touch to discuss how our
fiduciary management team can help you position your scheme and implement the governance necessary to achieve your goals.
2. Source: Purple Book 2018
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Contact us
For further information about LGIM, please visit lgim.com or contact your usual LGIM sales representative.
Alternatively please email FiduciaryManagement@lgim.com or visit https://www.lgim.com/uk/en/
capabilities/defined-benefit/fiduciary-management/

@lgim
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Important notice
This document is designed for the use of professional investors and their advisers. No responsibility can be accepted by Legal & General
Investment Management Limited or contributors as a result of information contained in this publication. Specific advice should be taken when
dealing with specific situations. The views expressed here are not necessarily those of Legal & General Investment Management Limited and
Legal & General Investment Management Limited may or may not have acted upon them. Past performance is not a guide to future performance.
This document may not be used for the purposes of an offer or solicitation to anyone in any jurisdiction in which such offer or solicitation is not
authorised or to any person to whom it is unlawful to make such offer or solicitation.
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.
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