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INTRODUCTION  
This is the AXA UK Group Pension Scheme’s Statement of Investment Principles 

(“SIP”). It is prepared by the AXA UK Pension Trustees Limited (the “Trustee”) of the 

AXA UK Group Pension Scheme (the “Scheme”) and outlines the policies and 

principles that guide Trustee’s decisions when managing the scheme’s Defined 

Benefit (DB) Scheme. The Trustee took advice from the Scheme’s investment 

advisors when creating the SIP to ensure that it reflects a robust approach for the 

Scheme and to meet the objectives set out by the Trustee in consultation with AXA 

UK plc (the “Employer”). This document should be read in conjunction with the 

Investment Policy Implementation Document (IPID). It is noted that a separate SIP 

covers the Defined Contribution Scheme 

GOVERNANCE OF THE SCHEME TRUSTEE  

INV EST MENT  PO WER S AND  CO MP LIANCE WI TH THE PENSIO NS  ACT   

Under the Pensions Act 1995 (“the Act”) and subsequent legislation, principally the 

Occupational Pension Schemes (Investment) Regulations 2005, the Trustee is 

required to prepare a statement of the principles governing investment decisions.  

This document fulfils that requirement.  The Trustee is responsible for all aspects of 

the operation of the Scheme including this statement. As required by the Act, it has 

been drawn up and revised after consultation with AXA UK PLC as Principal 

Employer to the Scheme, in which capacity it is authorised to act on behalf of all the 

other Participating Employers according to the terms of the Deeds under which they 

respectively participate in the Scheme.  
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The ultimate power and responsibility for deciding investment policy, however, lies 

solely with the Trustee.  In drawing up this document, the Trustee has sought advice 

from the Scheme’s Investment Adviser and other advisers as they see fit. The 

Trustee will review this document at least once a year, or where the Trustee 

consider a review is needed due to material changes to the Scheme. The Trustee 

have had regard to the requirements of the Act concerning diversification of 

investments and suitability of investments and the Trustee will consider those 

requirements on any review of this document or any change in the investment 

policy. 

INV EST MENT  COMMI TT EE  
 

The Trustee delegates responsibility for the implementation of the investment 

strategy and preparation of investment strategy recommendations to the 

Investment Committee (“IC”). Regular monitoring of the investment strategy takes 

place at least every quarter by the main Board. Details of the role of the IC are 

contained within the Terms of Reference as agreed by the Trustee. 

DAY –  TO  –  DAY  MAN AGEMENT  OF FUN DS  

The day-to-day fund management of the assets is performed by professional fund 

managers, each of which is authorised and regulated by the Prudential Regulatory 

Authority and appointed in accordance with Section 113(4) of the Act. The Trustee 

is satisfied that the appointed fund managers have sufficient expertise and 

experience to carry out their role. 

The appointment, monitoring and termination of professional fund managers is the 

responsibility of the Trustee, acting on recommendations of the IC. 

ENVIRONMENTAL ,  SOCIAL AND GOVERNANCE ISSUES 

(ESG) 
 

1. Environmental, social and governance considerations 

The Trustee incorporates all financially material considerations into decisions on the 

selection, retention and realisation of investments through strategic asset allocation 

decisions and the appointment of investment managers, so far as possible. 

The IC may consider non-financial factors (such as ethical or moral beliefs) in their 

investment decision-making, but only to the extent that these do not have a 

negative financial impact. 

The Trustee believes that ESG factors (including but not limited to climate risk) will 

be financially material over the time horizon of the Scheme but will have varying 

levels of importance for different types of assets invested by the Scheme.  

2. Stewardship 

Direct engagement with underlying companies (as well as other relevant persons) of 

which the Trustee owns shares and debt is carried out by the Scheme’s investment 

managers. 
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The Trustee’s investment advisors assess the ability of each investment manager in 

engaging with underlying companies in order to promote the long-term success of 

the investments.  

When appointing a new investment manager, the Trustee’s investment advisers 

assess the ability of each investment manager in engaging with underlying 

companies in order to promote the long-term success of the investments. When 

selecting, monitoring and de-selecting asset managers, engagement is factored into 

the decision-making process to the appropriate level for the specific asset class in 

question. 

COMPLIANCE WITH THIS SIP 
This Statement will be reviewed on an annual basis or following any material change 
in the investment policy.  

The Trustee will monitor as appropriate at the formal meetings with the Investment 

Consultants that the various reviews mentioned in this statement are carried out. 
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DEFINED BENEFIT SECTION  

FUNDING OBJECTIVES  
As part of the 2018/2019 investment strategy review, the funding objective was set 

as achieving full funding on a Self-Sufficiency basis by c.2028. The Self-Sufficiency 

basis is defined using the assumptions for the Technical Provisions other than a 

discount curve of Gilts + 0.60% p.a. for the 2018 Valuation, and a dynamic discount 

rate for subsequent valuations (calculated on a pre-agreed basis). This dynamic 

discount rate is derived from an appropriate low risk cashflow matching portfolio 

with appropriate adjustments for investment risks, unhedged longevity risk and 

expenses. The discount rate will be reviewed annually based on the methodology 

agreed between the Trustees and the Company. The funding objective and the risk 

budget are set out in the Scheme’s Investment Management Framework (IMF).  

The IMF is a set of guidelines which are agreed between the Trustee and the 

Sponsor regarding the investment policy (see below for details on monitoring 

criteria). Progress against the objectives is monitored and reviewed by the Trustees 

on a monthly basis – or ad-hoc if there are significant changes to market conditions. 

These objectives have been set with a view to supporting the long-term 

sustainability of the Scheme. 

The return required to achieve this funding objective is monitored monthly. The 

funding objective will be reviewed periodically by the Trustee with a full actuarial 

valuation every three years. 

INVESTMENT STRATEGY  
The investment strategy is set by the Trustee cognisant of the funding objectives, 

the actuarial valuation and the Principal Employer Covenant. The overall aim of the 

strategy is to allow the Trust to achieve its investment objective while minimising 

the risk taken in doing so. 

KINDS OF INVESTMENT T O BE HELD  
The assets of the DB Section may be invested in quoted and unquoted securities on 

UK and overseas markets, mostly including, but not restricted to, equities, fixed 

interest bonds, index-linked bonds, property, equity, hedge funds and cash. Use 

may also be made of derivatives and other contracts for the purpose of efficient 

portfolio management or management of risk for the DB Section. 

The assets of the DB Section will not be invested directly in securities issued by the 

Employer or its ultimate parent AXA S.A., in securities issued by associate 

companies of the investment managers, or in companies which contravene the 

Ottawa Convention
1
. 

The Trustees will also consider, from time to time, requests from the Employer not 

to hold, or not to increase, or to sell certain securities. Trustee decisions on such 

requests will recognise at all times that the Trustee’s primary responsibility is to act 

                                                                 
1
 relating to the use, production and transfer of anti-personnel mines 
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in the best financial interests of the beneficiaries of the Scheme and that the 

Trustee must not engage in the day-to-day management of the assets 

 

 

BALANCE BETWEEN DIFFERENT KINDS OF INVEST MENTS 

AND THE EXPECTED RET URN ON INVESTMENTS  

The strategic asset allocation benchmark for the DB Section is designed to ensure 

that the Scheme’s investments are adequately diversified and that the strategic 

distribution across asset classes should provide reasonable expectations of the level 

of returns required to meet the Scheme’s liabilities at an acceptable level of risk. 

The Trustee considers the long-term mixture of assets in relation to the DB Section's 

liabilities through an asset/liability study. As a result of this analysis, the Trustee 

adopt an asset allocation specific to the requirements of the DB Section, taking into 

account expected returns, risk and liquidity on different asset classes.  

The investment strategy takes due account of the maturity profile (in terms of the 

relative proportions of liabilities in respect of pensioners and active members), 

together with the level of disclosed surplus or deficit (relative to the funding bases 

used). It is intended that investment strategy will be reviewed at least every three 

years, following actuarial valuations of the Scheme. 

RISK MANAGEMENT AND FRAMEWORK  
The Trustees recognise and monitor a number of risks involved in the investment of 
the assets of the DB Section. In monitoring and managing these risks the Trustee set 
key metrics which are detailed in the Investment Management Framework (IMF) 
which covers the risk through ongoing monitoring of: 

 Required Rate of Return 

 Expected Rate of Return 

 99.5% Value at Risk, 

 Interest rate hedge ratio, 

 Inflation rate hedge ratio, 

 Liquidity of the Scheme; and 

 Counterparty exposure 

The metrics of the framework are reviewed from time to time in consultation with 

the Principal Employer and are detailed within the IPID. 

 
RE A L  R A T E  R I S K  

 Real rates risk arises from the exposure of the liabilities to changes in interest 
rates and inflation.  

 It is measured regularly and managed by hedging using a combination of physical 
and derivative assets. The long-term aspiration is to increase the hedge ratio to 
the same level as the self-sufficiency funding ratio. 

C O U N T E R P A R T Y  R I S K  
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 Counterparty risk is the risk to each party of a contract that the counterparty will 
not be able to meet its contractual obligations. 

 It is measured through the Scheme’s exposure to each counterparty. 
 It is managed through the investment managers’ guidelines for segregated 

mandates, including collateral arrangements, and by quarterly aggregated 
measurement by the Trustee. 

 Included within the counter party risk is the custodian risk. This is measured by 
assessing the credit-worthiness of the custodian bank and the ability of the 
organisation to settle trades on time and provide secure safekeeping of the 
assets under custody. 

 It is managed by monitoring the custodian’s activities and discussing the 
performance of the custodian with the investment managers as appropriate. 
 

C O L L A T E R A L  R I S K  

 Arises from the use of derivative assets which require collateral or margin 
payments on a regular basis. 

 It is managed by investment managers who monitor collateral requirements on a 
regular basis within agreed guidelines.  The Trustees also receive regular risk 
monitoring that highlight collateral requirements against collateral availability. 
The Trustees also take into account a prudent collateral requirement when 
deciding the strategic asset allocation and set aside sufficient assets of adequate 
liquidity to ensure that the Scheme does not become a forced seller of less liquid 
assets. 

IN V E S T M E N T  M A N A G E R  R I S K  

 Arises from a manager not meeting the expectations of the Trustee. 
 It is measured by the expected deviation of the prospective risk and return, as 

set out in the investment managers’ targets and objectives, relative to the 
investment policy. 

 It is managed by monitoring the actual deviation of returns relative to the targets 
and objectives and factors supporting the investment managers’ investment 
processes. 

MA R K E T  R I S K  

 Market risk arises from the underlying investment market volatility (i.e. the beta 
of the market). 

 It is measured by the level of allocation in any one market leading to the risk of 
an adverse influence on investment values arising. 

 It is managed by regular reviews of the actual investments relative to investment 
policy and through regular assessment of the levels of diversification within the 
existing investment policy. 

C U R R E N C Y  R I S K  

 Arises from overseas investments that are not denominated in the currency of 
the liabilities (in the case of the Scheme Sterling). 

 Currency risk is considered an unrewarded risk by the Trustee over the long term 
and therefore is hedged where possible. In some instances unhedged exposure 
exists due to the nature of the underlying exposure and the ability to hedge the 
foreign currency exposure.  
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REALISATION OF INVEST MENTS  
The Trustee will ensure that sufficient cash is held within the assets of the DB 

Section to meet the likely benefit outgo from time to time. The Trustee’s policy is 

that there should be sufficient investments in liquid or readily realisable assets to 

meet unexpected cashflow requirements in the majority of foreseeable 

circumstances so that realisation of assets will not disrupt unnecessarily the overall 

investment policy for the DB Section. 

 

 

Signed For and on Behalf of the Trustees of the AXA UK Group Pension Scheme. 

    

__________________________   __________________________ 

Trustee      Trustee 

 

Date Agreed by Trustees:   25
th 

September 2019 

 


