CNR International (U.K.) Limited Pension Scheme (“the Scheme”)
Defined Contribution (“DC”) - Scheme Information Disclosure Document
Scheme year - 1 April 2018 to 31 March 2019
1.

Introduction

1.1.

This document has been prepared by the Scheme’s Trustees (“the Trustees”) in compliance with the
disclosure of defined contribution (DC) scheme requirements.

2.

Default investment arrangement

2.1.

The Scheme’s default investment arrangement is the Annuity Lifestyle Strategy (“the default”).

2.2.

The key features of the default are as follows:
2.2.1.

It applies a ‘lifestyle’ strategy to reduce risk/volatility in the years approaching a member’s target
retirement age. Target retirement age is age 65, unless a member instructs otherwise.

2.2.2.

Until 10 years before a member’s target retirement age, the default aims to allocate 65% to the

2.2.3.

Over the 10 years to a member’s target retirement age, the default automatically and gradually
switches out of the growth phase funds named above and into the BlackRock Aquila Corporate
Bond All Stocks Index Fund, BlackRock Aquila Over 15 Year UK Gilt Index Fund, BlackRock Aquila
Index-Linked Over 5 Year Gilt Index Fund and BlackRock Sterling Liquidity Fund. At target
retirement age, the aim is for members to be invested in an equal allocation of 25% across these
four Funds.

BlackRock Aquila (50:50) Global Equity Index Fund, 12.5% to both the BlackRock DC Diversified
Growth and Standard Life Global Absolute Return Strategies (GARS) Funds and 10% to the Capital
International Emerging Markets Total Opportunities Fund.

Aims and objectives of the default
2.3.

The default aims to grow the value of members’ DC pension savings over the longer term by investing in
a diversified range of growth assets.

2.4.

The automatic switching of assets in the ten-year period before the members target retirement age is
aimed at more closely matching the perceived needs and characteristics of the average member’s expected
retirement benefits who invests in the default. The asset allocation at retirement age is based on the
expectation members’ access their DC pension savings by taking 25% of the value of their DC pension
savings as a tax-free lump sum, with the remainder used to purchase an annuity.

Review of the default
2.5.

A review of the default commenced in December 2018; taking into account the last review and resulting
changes implemented in June 2016, as reflected in the Trustees’ Statement of Investment Principles (SIP)
dated 9 February 2016.
2.5.1. Initial review considerations focussed on the aims and objectives of the current default in the
context of the current and expected future membership profile and projected retirement fund
outcomes, the performance of the default investment funds and market statistics.
2.5.2. These initial review considerations resulted in the Trustees deciding to retain the existing Zurich
investment platform provision.
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2.5.3. However, having made this decision, the Trustees are, at the date of completion of this statement,
in the process of giving detailed review consideration to the future suitability of the existing default,
to include the composition of the current asset classes, the investment funds used, and the lifestyle
switching periods, taking into account options available via the Zurich investment platform.
2.5.4. The Trustees expect their review will be completed in the first half of 2020.
2.5.5. In the meantime, the Trustees have reviewed and agreed their policy of how they take into account
financially material factors in determining the Scheme investment strategy, including
Environmental, Social and Governance (ESG) factors.

Further information on the default
2.6.

Details of the current default are set out in the attached ‘Statement of Investment Principles’ (SIP), including
its aims and objectives. This SIP attached was updated in September 2019 to reflect the Trustees policy on
how they take into account financially material factors, including ESG.

3.

Charges and transaction costs

3.1.

Members bear charges deducted from the funds in which their DC pension savings are invested. The
charges differ between the investment options available and consist of both explicit and implicit charges:
3.1.1. Explicit charges: these are collected by explicit deduction of investment units and are expressed as
a percentage of the value of each member’s holdings within an investment fund. We refer to these
explicit charges as the Total Expense Ratio (TER).
3.1.2. Implicit charges: these relate to the charges and costs incurred within an investment fund arising
from the trading activities of the fund, e.g. incurred in the buying and selling of securities, which are
not accounted for in the explicit charges. These implicit charges vary according to each fund’s
investment approach and prevailing market conditions. We refer to these implicit charges as the
Transaction Costs.

Charges in relation to the Scheme
Zurich platform
3.2.

The following table provides details of the explicit and implicit charges applied to each of the Scheme’s
investment options provided through the Zurich platform over the Scheme year (data sourced from each
investment manager via Zurich):
TER (p.a.)

Transaction costs**
(p.a.)

0.121% - 0.354%

-0.002% - 0.120%

BlackRock Aquila (50:50) Global Equity Index Fund

0.107%

-0.031%

BlackRock DC Diversified Growth Fund

0.698%

0.288%

Standard Life GARS Fund

0.817%

0.358%

Capital International Emerging Markets Total
Opportunities Fund

0.939%

0.590%

BlackRock Aquila Corporate Bond All Stocks Index Fund

0.115%

-0.024%

0.103%

-0.031%

Investment option
Default – Annuity Lifestyle Strategy *

BlackRock Aquila Over 15 Year UK Gilt Index Fund
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TER (p.a.)

Transaction costs**
(p.a.)

BlackRock Aquila Index-Linked Over 5 year Gilt Index Fund

0.103%

0.031%

BlackRock Sterling Liquidity Fund

0.164%

0.016%

BlackRock Aquila Emerging Markets Equity Index Fund

0.314%

-0.142%

BlackRock Aquila European Equity Index Fund

0.114%

-0.003%

BlackRock Aquila Japanese Equity Index Fund

0.111%

0.036%

BlackRock Aquila Pacific Rim Equity Index Fund

0.114%

0.002%

BlackRock Aquila UK Index Fund

0.102%

-0.032%

BlackRock Aquila US Equity Index Fund

0.107%

-0.022%

Newton Real Return Fund

0.854%

0.075%

Investment option

* The quoted charges and transaction costs for the default are calculated as a composite of the underlying
fund charges and transaction costs. These fund holdings, and therefore the actual charge, will vary
depending upon each member’s term to target retirement age.
** In certain circumstances, the methodology used for calculating transaction costs (known as slippage) can
lead to negative costs being reported. This can be, for example, where other market activity pushes down
the price of the asset being traded, whilst the transaction was in progress, resulting in the asset being
purchased for a lower price than when the trade was initiated.
Equitable Life
3.3.

The following table provides details of the explicit and implicit charges applied to each of the investment
options provided through the Scheme’s Equitable Life arrangement over the Scheme year (data sourced
from Equitable Life):
Fund Annual
Management
Charge

OEIC Net
Transaction
Cost (1)

Stocklending
(2)

Transaction
Cost (3)

Equitable Life Managed Fund (6)

0.75%

0.107175%

N/A

0.019352%

Equitable Life Pelican Fund

0.75%

0.366300%

0.00290%

-0.002900%

Equitable Life UK FTSE All Share Index
Tracking Fund

0.50%

0.040100%

0.00130%

-0.000900%

Equitable Life Property Fund (5)

1.00%

0.163300%

0%

0.012800%

Equitable Life European Fund

0.75%

0.231500%

0.00240%

0.001300%

Equitable Life North American Fund

0.75%

0.006600%

0.00300%

-0.000300%

Equitable Life Far Eastern Fund

0.75%

0.156700%

0.00180%

-0.0008000%

Equitable Life International Fund

0.75%

0.147900%

0.00070%

-0.001300%

Equitable Life Fund of Investment
Trusts Fund

0.75%

0.170000%

0%

0.005000%

Investment option
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Fund Annual
Management
Charge

OEIC Net
Transaction
Cost (1)

Stocklending
(2)

Transaction
Cost (3)

Equitable Life With-Profits Fund (4)

1.00%

N/A

0.00391%

0.041131%

Equitable Life Gilt & Fixed Interest
Fund

0.50%

0.140100%

0.00450%

-0.000100%

Equitable Life Money Fund

0.50%

0.006700%

0%

0%

Investment option

Notes:
[1] The costs to date are not calculated on the full arrival price slippage methodology; instead using industry

supplied expected spreads for each asset category. The With-Profit Fund does not invest in OEICs but in direct
assets.

[2] When a fund lends stock it is entitled to receive 80% of the income earned. The remaining 20% belongs to
the stocklending agent. The costs suffered by the fund are disclosed but not the income.

[3] This is the cost incurred on the Fund when it purchases or sells the underlying asset (OEIC) as the price
may include a dilution adjustment. The purpose of dilution is to ensure the OEIC is not impacted by large
investments or disinvestments.

[4] This excludes the 0.5% for cost of guarantees.
[5] The total fund impact also includes the property management expenses of 0.44% p.a. for the year ended
31 Dec 2018.

[6] The calculations for the Managed Funds are based on the relevant calculations for the underlying OEICs
held within the portfolio, prorated based on the portfolio percentage held.

Impact of costs and charges
3.4.

To demonstrate the impact of the costs and charges, the Trustees have produced illustrations in line with
statutory guidance. These illustrations are set out below, and are designed to cater for representative crosssections of the Scheme’s membership.

3.5.

For each individual illustration, each savings pot has been projected twice: firstly for the assumed
investment return before costs and charges of the fund are applied; and secondly for the assumed
investment return after the costs and charges of the fund are applied.

3.6.

To determine the parameters used in these illustrations, the Trustees have analysed the Scheme’s
membership relevant to the reporting period of this statement and ensured that the illustrations take into
account the following:

3.7.

3.6.1.

A representative range of pot sizes.

3.6.2.

A representative range of costs and charges, including the lowest and the highest.

3.6.3.

A representative period of membership, covering the approximate duration that the average
member would take to reach target retirement age.

For the purpose of simplifying the impact of costs and charges, the Trustees has decided to produce
illustrations that assume no future contributions will be paid.
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Guidance to the illustrations
3.8.

The following notes on the illustrations should also be read:
3.8.1.

Projected pot sizes are shown in today’s terms, so recognise the effects of future inflation.

3.8.2.

The starting pot sizes of £15,000 and £86,000 have been selected as they reflect the mean pot size
of the Scheme’s aged 18-30 cohort, and the Scheme membership above age 30 respectively, based
on the membership segmentation analysis undertaken during the reporting period. Actual pot size
for each member will be influenced by his or her period of Scheme membership to 31 March 2019
and the contributions paid to this date.

3.8.3.

The starting ages from which the illustrations are projected are 28 and 48. The Trustees have
selected these two scenarios as they reflect the mean age of the Scheme’s 18-30 cohort and that
of the Scheme membership above age 30 respectively, based on the membership segmentation
analysis the Trustees undertook during the reporting period.

3.8.4.

Values shown are estimates and not guaranteed.

3.8.5.

Each of the illustrations allows for the future impact of inflation, which is assumed to be at a rate
of 2.5% p.a. For certain Funds this means, based on the fund growth rate applied, the real value of
the savings pot relative to the impact of price inflation is assumed not increase over time.

3.8.6.

The starting date for the illustrations is 31 March 2019.

3.8.7.

The projected growth rates, gross of costs and charges, for each fund or arrangement are in line
with the 2019 Statutory Money Purchase Illustrations (SMPI). We provide details for each
investment option used to produce the illustrations in the table below:
Investment option

Assumed return above inflation

Default - Annuity Lifestyle Strategy

3.38% to -0.75%

Capital International Emerging Markets Total Opportunities
Fund

2.50%

BlackRock Aquila UK Equity Index Fund

3.50%
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Default - Annuity Lifestyle Strategy
3.9.

This has been included as it is the default investment arrangement for the Scheme and the investment
option in which the largest number of members invest.

Years from taking
benefits

Starting pot size £15,000
Aged 28

Starting pot size £86,000
Aged 48

Before charges

After charges

Before charges

After charges

0

£15,000

£15,000

£86,000

£86,000

1

£15,509

£15,436

£88,916

£88,501

3

£16,578

£16,347
£17,312

£95,047

£101,601

£93,724

10

£20,936

£19,980

£117,768

£112,469

15

£24,733

£23,060

£125,143

£117,462

20

£29,220

£26,614

-

-

30

£40,014

£34,805

-

-

35

£42,520

£36,350

-

-

5

25

£17,721

£34,521

£30,715

-

£99,255

-

3.10. Note on how to read this table: If an active member aged 28, had £15,000 invested in this strategy on 31
March 2019, when they came to retire at age 63, the fund could grow to £42,520 if no charges were applied.
The impact of the costs and charges over time, however, would mean that at age 63 the fund value would
be £36,350. The default involves automatic switching to alternative investment funds as normal retirement
age approaches. Because the assumed growth on the fund and charges vary, the closer a members is to
normal retirement age, the illustration does not mean someone ten years from taking benefits with a
starting pot of £15,000 would have a pot after charges of £19,980.

Capital International Emerging Markets Total Opportunities Fund
3.11. This has been included as it is the Fund with the highest charges in which all members may choose to
invest.
Years from taking
benefits

Starting pot size £15,000
Aged 28

Starting pot size £86,000
Aged 48

Before charges

After charges

Before charges

After charges

0

£15,000

£15,000

£86,000

£86,000

1

£15,366

£15,142

£88,098

£86,815

3

£16,125

£15,430

£92,447

£88,467

10

£19,087

£16,483

£109,434

£94,503

15

£21,531

£17,279

£123,447

£99,065

20

£24,288

£18,113

-

-

30

£30,907

£19,904

-

-

35

£34,864

£20,865

-

-

5

25

£16,921

£27,399

£15,724

£18,987

£97,012

-

£90,151

-

3.12. Note on how to read this table: If an active member had £15,000 invested in this strategy on 31 March
2019, after 10 years of membership, the fund could grow to £19,087 if no charges were applied, but to
£16,483 with charges applied.
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BlackRock Aquila UK Equity Index Fund
3.13. This has been included as it is the fund with the lowest charges provided through the Scheme.
Years from taking
benefits

Starting pot size £15,000
Aged 28

Starting pot size £86,000
Aged 48

Before charges

After charges

Before charges

After charges

0

£15,000

£15,000

£86,000

£86,000

1

£15,585

£15,570

£89,356

£89,271

3

£16,826

£16,777
£18,078

£96,466

£104,142

£96,189

£103,645

10

£21,996

£21,786

£126,112

£124,909

15

£26,637

£26,256

£152,716

£150,537

20

£32,256

£31,643

-

-

30

£47,300

£45,960

-

-

35

£57,279

£55,389

-

-

5

25

£18,164

£39,060

£38,136

-

-

3.14. Note on how to read this table: If an active member had £15,000 invested in this strategy on 31 March
2019, after 10 years of membership, the fund could grow to £21,996 if no charges were applied, but to
£21,786 with charges applied.

Value for members
3.15. The Trustees are required to assess annually the extent to which the charges and transaction costs borne
by members represent good value.
3.16. Analysis was undertaken by the Trustees’ professional advisers, Barnett Waddingham LLP, and the findings
set out in a report. The Trustees considered the report and confirmed its value for members’ assessment
at a meeting on 19 September 2019.
3.17. Recognising that low cost does not necessarily mean good value, the assessment considered whether the
services for which members pay or share the costs are suitable for, relevant to and (likely to be) valued by
members and whether performance of the services had been effective.
3.18. In relation to the Scheme’s provision, the member-borne charges and transaction costs relate to:
3.18.1. Investment fund management services provided through the Zurich Platform. The Company meet
all other charges, including the costs of administration and communication services.
3.18.2. Investment fund management and specific member communication support services provided by
Equitable Life.
3.19. The assessment methodology used applied a weighted approach to each of the services as determined by
the Trustees, with particular weighting on the investment performance of the funds as a means of adding
member value. This took into account performance over the relatively short reporting period, but also the
longer-term performance of the funds.
3.20. The Trustees assessment concluded that overall the Scheme provided good value during the reporting
period in relation to the charges and transaction cost borne by members, primarily resulting from the
performance of many of the investment funds in which members invest relative to their performance
benchmarks over both the reporting period and longer term.
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3.21. The Trustees assessment considered only those services for which members bear or share the costs. Factors
that were not considered, but that add value include:
3.21.1. The services paid for by the Company, which include the Scheme’s administration, consulting, legal
and audit services.
3.21.2. The Company’s contributions.
3.21.3. The operation of salary sacrifice, providing an optional, cost efficient way for members to
contribute to the Scheme.
3.22. While the administration services are paid for by the Company, the Trustees recognise that during the
reporting period to 1 July 2018, the member experience of such services was unsatisfactory. The change in
Scheme Administrator has improved member’s experience and overall value since, and the Trustee expect
this to improve further in the future.
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1.

Introduction

1.1.

This Statement of Investment Principles (“the Statement”) has been prepared by the Trustees (“the
Trustees”) and relates to the defined contribution (DC) benefits provided through the CNR International
(UK) Limited Pension Scheme (“the Scheme)”. The Statement sets down the principles which govern the
decisions about the investments that enable the Scheme to meet the requirements of:
 the Pensions Act 1995, as amended by the Pensions Act 2004;

 the Occupational Pension Schemes (Investment) Regulations 2005 as amended by the Occupational

Pension Schemes (Investment) (Amendment) Regulations 2010 and the Occupational Pension Schemes
(Charges and Governance) Regulations 2015; and

 incorporates changes as required by The Pension Protection Fund (Pensionable Service) and
Occupational Pension Schemes (Investment and Disclosure) (Amendment and Modification)
Regulations 2018.
1.2.

In preparing this statement the Trustees have consulted CNR International (UK) Limited, the Principal
Employer, and obtained advice from Barnett Waddingham LLP, the Trustees’ investment consultants.
Barnett Waddingham is authorised and regulated by the Financial Conduct Authority and licensed by the
Institute and Faculty of Actuaries for a range of investment business activities.

1.3.

This statement has been prepared with regard to the 2001 Myners review of institutional investment
(including subsequent updates).

1.4.

The Trustees will review this Statement at least every three years or if there is a significant change in any
of the areas covered by the Statement or the demographic profile of members.

1.5.

The investment powers of the Trustees are set out in Section 12.9 of the Definitive Trust Deed and Rules,
dated 18 March 2002. This statement is consistent with those powers.

2.

Choosing investments

2.1.

The Trustees carefully consider their Investment Objectives, shown in the appendix, when designing the
range of investment options to offer to its members. The Trustees also acknowledge that members will
have different attitudes to risk and different aims for accessing their retirement savings – and therefore,
whilst seeking good member outcomes net of fees, it also considers the level of risk that is appropriate
based on the anticipated needs of the membership profile of the Scheme.

2.2.

The Trustees set the overall investment target and then monitor the performance of their managers against
that target. The Trustees’ policy is to offer a default investment arrangement plus a core range of
investment funds suitable for the Scheme’s membership profile into which members can choose to invest
their contributions and those contributions made by the employer. Details of these are given in the
Appendix. In doing so, the Trustees consider the advice of their professional advisers, whom they consider
to be suitably qualified and experienced for this role.

2.3.

The day-to-day management of the Scheme’s assets is delegated to the investment managers. The
Scheme’s investment managers are detailed in the Appendix to this Statement. The investment managers
are authorised and regulated by the Financial Conduct Authority, and are responsible for stock selection
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and the exercise of voting rights. The investment managers are accessed through an investment platform
provider, Scottish Widows.
2.4.

The Trustees monitor the appropriateness of the Scheme’s investment strategy on an ongoing basis. This
includes consideration of the continued competence of the investment managers with respect to their
performance within any guidelines set. The Trustees will also consult the employer before amending the
investment strategy.

3.

Investment objectives

3.1.

The Trustees have discussed and agreed key investment objectives in light of an analysis of the Scheme’s
membership profile as well as the constraints the Trustees face in achieving these objectives. These are set
out in the Appendix.

4.

Kinds of investments to be held

4.1.

The Scheme is permitted to invest in a wide range of assets including equities, bonds, cash, property and
alternatives.

5.

The balance between different kinds of investments

5.1.

Members can choose to invest in any of the funds detailed in the Appendix or can elect to invest in a
lifestyle strategy. Where members do not choose where their contributions, and those made on their
behalf by the employer, are invested, the Trustees will invest these contributions according to the default
investment strategy set out in the Appendix.

5.2.

The Trustees consider the merits of both active and passive management for the various elements of the
Scheme’s portfolio and may select different approaches for different asset classes.

5.3.

The Trustees are aware that the appropriate balance between different kinds of investments will vary over
time and the asset allocation may change as the membership profile evolves.
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6.

Risks

6.1.

Risk in a defined contribution scheme lies with the members themselves. The Trustees have considered a
number of risks when designing and providing suitable investment choices to members. A comprehensive
list of risks is set out in the Trustee risk register, however, the main investment risks affecting all members
are:

Inflation risk

The risk that the investments do not provide a return at least in line with inflation,
thus eroding the purchasing power of the retirement savings. The Trustees make
available investment options that are expected to provide a long-term real rate of
return.

Conversion
risk

The risk that fluctuations in the value of assets held, particularly in the period before
retirement savings are accessed, lead to uncertainty over the benefit amount likely
to be received. In the lifestyle arrangements made available through the Scheme
(see Appendix), the Trustees change the proportion and type of investments so
that in the run up to retirement the investments gradually start to more closely
match how the Trustees expect members to access their retirement savings. The
Trustees keep under review the appropriateness of the strategies.

Retirement
income risk

The risk that a member’s retirement income falls short of the amount expected,
whether this is due to lower investment returns than expected or insufficient
contributions being paid. The Trustees periodically review the appropriateness of
the investment options offered to ensure member outcomes can be maximised.
Communications to members will seek to encourage them to regularly review the
level of their contributions, but ultimately this is a risk which lies with each member.

Investment
manager risk

The Trustees monitor the performance of the Scheme’s investment managers on a
regular basis in addition to having meetings with them from time to time as
necessary. The Trustees have a written agreement with Scottish Widows, the
platform provider, which contains a number of restrictions on how they operate
the Scheme’s investments.

Concentration/ Each investment manager is expected to manage properly diversified portfolios
and to spread assets across a number of individual shares and securities.
Market risk
Currency risk

The Scheme may gain exposure to overseas currencies by investing in assets that
are denominated in a foreign currency or via currency management.

Loss of
investment

The risk of loss of investment by the investment manager and custodian is assessed
by the Trustees. This includes losses beyond those caused by market movements
(e.g. default risk, operational errors or fraud).

7.

Expected return on investments

7.1.

The Trustees have regard to the relative investment return, net of fees, and risk that each asset class is
expected to provide. The Trustees are advised by their professional advisors on these matters, whom they
has deemed to be appropriately qualified. However, the day-to-day selection of investments is delegated
to the investment manager.
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7.2.

The Trustees recognise the need to distinguish between nominal and real returns and to make appropriate
allowance for inflation when making decisions and comparisons.

8.

Realisation of investments

8.1.

The Trustees have delegated the responsibility for buying and selling investments to the investment
manager.

9.

Socially Responsible Investment, Corporate Governance and Voting Rights

9.1.

The Trustees, with their investment advisor, have considered the financial materiality of environmental,
social and governance issues, including climate change (referred to together as “ESG issues”), within their
default investment strategy and self-select member options. The Trustees view ESG issues within an
investment context as financially material, however, the Trustees appreciate that taking ESG into account
within an investment strategy process will yield different returns and/or risks for different asset classes. The
Trustees’ view on ESG integration within each asset class is outlined below:

9.2.

9.1.1.

Passive equities – the Trustees accept that when investing passively in equity index tracker

9.1.2.

Passive gilts and cash – the Trustees do not believe there is scope for ESG issues to improve

9.1.3.

Passive corporate bonds – the Trustees believe that ESG issues will be financially material to

9.1.4.

Multi-asset and credit funds – the Trustees believe that ESG issues will be financially material

funds, there is little that the manager can do within the investment process selecting stocks.
However, the Trustees believe that positive engagement on ESG issues can lead to improved riskadjusted returns. Therefore, the Trustees look to the passive equity manager to positively engage
with companies where there is scope to improve the way ESG issues are taken into account when
running the company.
risk-adjusted returns within the Scheme’s passive gilt and cash holdings.

the risk-adjusted returns achieved by the Scheme’s corporate bond managers given ESG factors
can be informative with regard to risk adjusted returns. However, in respect of passive corporate
bond funds, the managers cannot actively select issues based on ESG criteria but acknowledge
stewardship potential, covered in the next section.
to the risk-adjusted returns achieved by the Scheme’s multi-asset fund and credit managers
given these funds have a degree of active management and some scope to select stocks by ESG
factors. The investment process for each multi-asset fund manager should take ESG into account
in the selection, retention and realisation of investments. Further to this, the process for
incorporating ESG issues should be consistent with, and proportionate to, the rest of the
investment process.

The Trustees are also cognisant of the different investment timeframes that members will have. Further to
this, the Trustees believe that ESG issues, and particularly climate change issues, will be more important for
members who are further from retirement, as the financial materiality of such issues will have a greater
impact over their longer timeframe. Therefore, within the Scheme’s default investment strategy, the
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Trustees consider the financial materiality of ESG, including climate change, over various timeframes and
will consider changes in relation to this as part of their periodic investment reviews.
9.3.

The Trustees are comfortable that all of the investment managers are managing the respective funds with
ESG taken into account, where appropriate, for that particular asset class and within applicable guidelines
and restrictions.

9.4.

Before considering any new mandate, the Trustees will consider if the manager is a signatory to the United
Nations supported Principles for Responsible Investment (PRI). At time of writing, all of the Scheme’s
investment managers are PRI signatories.

9.5.

The Trustees will take advice on ESG from their advisers and report on the ESG at least annually, making
this available to members.

Stewardship
9.6.

Stewardship encompasses the exercise of rights (including voting rights) attaching to the Scheme’s
investments, and the engagement by and with investment managers.

9.7.

The Trustees delegate responsibility for stewardship activities attaching to the Scheme’s investments to its
investment managers. Managers are expected to exercise voting powers with the objective of preserving
and enhancing long term shareholder value. In addition to the exercise of voting rights, managers are
expected to engage with key stakeholders (which may include issuers of debt or equity, corporate
management, regulators and governance bodies) relating to their investments in order to improve
corporate behaviours and governance, improve performance and social and environmental impact and to
mitigate financial risks.

9.8.

The Trustees periodically review engagement activity undertaken by their investment managers to ensure
that the policies outlined above are being met and may explore these issues with its investment managers
as part of the ongoing monitoring of the ESG integration and stewardship activities of its investment
managers.

9.9.

The Trustees are supportive of the UK Stewardship Code published by the Financial Reporting Council and
expect the Scheme’s investment managers to have corporate governance policies in place which comply
with these principles. The Trustees will review the signatory status of all of its managers following
anticipated revisions to the UK Stewardship Code in 2019.

Non-financial matters
9.10. The Trustees do not make specific allowance for non-financial matters (such as member ethical views)
within the investment strategy. However, the Trustees consider that it is important to ensure that a suitable
range of funds are offered for members who wish to express an ethical preference in their pension saving
and review these provisions from time to time.

10.

Monitoring

10.1. Investment Performance: The Trustees review the performance of each investment option offered through
the Scheme against the stated performance objective and, in doing this, the Trustees receive a performance
monitoring report on a regular basis. This monitoring takes into account both short-term and long-term
performance. The investment manager’s overall suitability for each mandate will be monitored as
frequently as the Trustees consider appropriate in light of both its performance and other prevailing
circumstances.
10.2. Objectives: The Trustees monitor the suitability of the objectives for the Scheme (as detailed in the
Appendix) and performance (net of fees) against these objectives at least every three years and also when
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there is any significant change in the investment policy, underlying economic conditions or the profile of
the members.
10.3. Investment Choices: The Trustees monitors the ongoing appropriateness of the investment choices offered
on a periodic basis.

11.

Agreement

11.1. This Statement was agreed by the Trustees, and replaces any previous statements. Copies of this Statement
and any subsequent amendments will be made available to the employer, the investment managers and
the Scheme auditor upon request.

Signed by Marcus Lethaby

Date: 19 September 2019

On behalf of the Trustees of the CNR International (UK) Limited Pension Scheme
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Appendix 1 Note on investment policy in relation to the

current Statement of Investment Principles dated
August 2019

1.

The balance between different kinds of investment
The Trustees’ main investment objectives are:
 to provide a suitable default investment option that is likely to be suitable for a typical member;
 to offer an appropriate range of alternative investment options so that members who wish to make
their own investment choices have the freedom to do so, recognising that members may have different
needs and objectives; and
 seek to achieve good member outcomes net of fees and subject to acceptable levels of risk.
The Trustees are responsible for the design of the default investment option and for choosing which
investment options to make available to members. Members are responsible for their own choice of
investment options (including where the default investment option is selected for them because they have
not selected other funds).
The Trustees have made available a range of funds to suit the individual needs of the Scheme’s members.
For example, a range of equity funds is available for those members willing to accept a greater level of
volatility in pursuit of higher expected retirement savings. Bond and cash funds are also offered for those
members who are less comfortable with the likely volatility of the equity funds.
Alternatively, the Trustees have made available a lifestyle arrangement, whereby a member’s assets are
automatically invested in line with a pre-determined strategy that changes as the member gets closer to
accessing their retirement savings. Emphasis is placed on medium to higher risk funds (i.e. investment
largely in growth assets) in search of long-term inflation-protected growth whilst the member is a long
way off accessing their retirement savings, switching progressively to protection assets over the years
preceding the member’s target retirement date so as to protect the purchasing power of the retirement
savings.
The lifestyle arrangement is constructed from some of the funds mentioned above that are offered to
members wanting to manage their own asset allocation decisions.

2.

Default option
The Trustees acknowledge that members will have different attitudes to risk and different aims for
accessing their retirement savings, and so it is not possible to offer a single investment option that will be
suitable for each individual member. However, having analysed the Scheme’s membership profile, the
Trustees decided that the lifestyle arrangement set out below represents a suitable default investment
option for the majority of members who do not make a choice about how their contributions (and those
made on their behalf by the employer) are invested. The aims, objectives and policies relating to the default
option are intended to ensure that assets are invested in the best interests of relevant members and their
beneficiaries.
The objective of the annuity investment lifestyle strategy growth members’ assets during the accumulation
phase whilst managing downside risk. It then shapes member’s assets towards a portfolio at retirement
which broadly reflects movements in the pricing of annuities. This is consistent with the Trustees’ main
investment objectives.
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3.

Alternative investment options
Acknowledging the challenge of identifying the best solution for different groups of members, and in
focusing on its key objective, the Trustees have focused on the default strategy. Alongside the default
investment option, the Trustees also make available a range of alternative investment choices as set out
on the following page:

Cash lifestyle strategy
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Continued investment lifestyle strategy
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Self-select fund range

The self-select fund range includes all the investment funds used for the lifestyle strategies and some additional
funds. The entire fund range is shown in the table below:
Investment
manager

Fund

Benchmark

Objective

Aquila 50/50 Global Equity
Index

50% FTSE All-share and 50%
overseas equity

To match benchmark
performance

BlackRock DC Diversified
Growth

Bank of England Base Rate

Outperform benchmark by 3.5%
p.a. (gross of fees) over rolling 3
year periods

Aquila Corporate Bond All
Stocks Index

iBoxx UK Sterling Non-Gilts All
Maturities

To match benchmark
performance

Aquila Index-Linked Over 5
Year Gilt Index

FTSE Actuaries UK Index-Linked
Over 5 Years

To match benchmark
performance

Aquila Over 15 Year UK Gilt
Index

FTSE Actuaries UK Conventional
Gilts Over 15 Years

To match benchmark
performance

BlackRock Sterling Liquidity

7 day LIBID

Outperform benchmark

Aquila UK Equity Index

FTSE All Share

To match benchmark
performance

Aquila Pacific Rim Equity
Index

Zurich Aquila Pacific Rim
Custom BM

To match benchmark
performance

Aquila US Equity Index

FTSE USA

To match benchmark
performance

Aquila European Equity Index

FTSE Developed Europe ex UK

To match benchmark
performance

Aquila Emerging Markets
Equity

MSCI Emerging Markets

To match benchmark
performance

Aquila Japanese Equity Index

Zurich Aquila Japan Custom BM

Meet benchmark net/gross of
fees

Capital Group

Emerging Markets Total
Opportunities

MSCI Emerging Markets

Outperform benchmark

Newton

Real Return Fund

LIBOR GBP 1 month

Outperform benchmark by over
4% p.a. (gross of fees) over
rolling 5 year periods

Standard Life

GARS Fund

LIBOR GBP 6 month

Outperform benchmark by 5%
p.a. (gross of fees) over rolling 3
year periods

Blackrock
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4.

Fee agreements
The fee arrangements with the investment managers are summarised below:
Investment manager

Fund

Total expense ratio (p.a.)

Aquila 50/50 Global Equity Index

0.107%

BlackRock DC Diversified Growth

0.698%

Aquila Corporate Bond All Stocks Index

0.115%

Aquila Index-Linked Over 5 Year Gilt Index

0.103%

Aquila Over 15 Year UK Gilt Index

0.103%

BlackRock Sterling Liquidity

0.164%

Aquila UK Equity Index

0.102%

Aquila Pacific Rim Equity Index

0.114%

Aquila US Equity Index

0.107%

Aquila European Equity Index

0.114%

Aquila Emerging Markets Equity

0.314%

Aquila Japanese Equity Index

0.111%

Capital Group

Emerging Market Total Opportunities

0.939%

Newton

Real Return Fund

0.854%

Standard Life

GARS Fund

0.817%

Blackrock

The Trustees reviews these charges periodically as part of the Value for Money assessments.
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Equitable Life legacy investments

The Scheme has investments in Equitable Life which from a historical part of the Scheme’s assets. The following
table contains the Annual Management Charge for each investment option.
Investment option

Fund Annual Management Charge

Equitable Life Managed Fund

0.75%

Equitable Life Pelican Fund

0.75%

Equitable Life UK FTSE All Share Index Tracking Fund

0.50%

Equitable Life Property Fund

1.00%

Equitable Life European Fund

0.75%

Equitable Life North American Fund

0.75%

Equitable Life Far Eastern Fund

0.75%

Equitable Life International Fund

0.75%

Equitable Life Fund of Investment Trusts Fund

0.75%

Equitable Life With-Profits Fund

1.00%

Equitable Life Gilt & Fixed Interest Fund

0.50%

Equitable Life Money Fund

0.50%
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