
The famous quote above by Abraham 
Lincoln unknowingly gives great advice to 
UK DB schemes. Having your scheme well 
prepared before trying to insure is advisable 
for schemes of any size.

£24bn of pension liabilities transferred to insurers  
in 2018 and this has already been surpassed in 2019.  
This step up in demand means that many schemes 
(especially smaller ones) will struggle at the best of 
times to get insurers interested. Taking your scheme  
to market unprepared means you are even more likely 
to struggle to interest insurers.

I have been approached by numerous schemes who 
can’t get a single insurer to quote, and a fair number 
who can only get one insurer to quote. I recently helped 
a scheme go out to the insurance market. We made 
sure, with the help of the scheme’s other advisers, that 
the scheme was well prepared and then we ran a very 
simple process. Simplicity and Certainty, you’ll hear 
me use those words a lot – I mention them continually 
with any scheme I work with. 

Every action we performed on that scheme was 
designed to improve how Simple and how Certain  
it was to transact. The outcome? Three insurers bid. 
The gap between 1st and 3rd was 10% (£1 million), the 
gap between 2nd and 1st was 5% (£500k). What if that 
scheme had only attracted one insurer? This stuff 
matters. What should you be doing to get prepared? 
Here is a starter for ten...

SUCCESS BEGINS WITH 
PREPARATION
“I will prepare and someday my chance will come.”

Adam Davis, 
Managing Director

WE MADE SURE, WITH  
THE HELP OF THE SCHEME’S 
OTHER ADVISERS, THAT  
THE SCHEME WAS WELL 
PREPARED AND THEN WE RAN 
A VERY SIMPLE PROCESS. 
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DATA
Insurers hold capital for the risk that their guesses (sorry 
assumptions) are wrong. By not making them guess at 
things they don’t need to you will almost certainly save 
money. So, collect spouses’ information, i.e. marital status 
and spouses’ dates of birth. Calculate the spouses’ 
pensions (don’t use the scheme actuary’s assumption 
that members took, say, 25% lump sum at retirement and 
roughly work them out). Do sample checks of benefits 
from the original file – concentrate on the members that 
matter, i.e. the ones with the highest liabilities. Have you 
done any recent existence checking? Do you know the 
members’ address information?  

BENEFITS
This one is simple. Get the administrator to write down 
accurately how they administer the scheme. Then get 
the scheme’s legal advisor to review that against the 
scheme’s deeds and rules. If any differences come out 
then deal with them. Do this up-front not at the point  
of trying to transact.

Are there any benefits that will be hard to insure?  
An easy test of this is to ask yourself whether you can 
buy an asset that matches that benefit exactly or very 
closely. If not, then consider ways to change the benefit 
as it will be expensive to insure. A common example  
of this would be an underpin type benefit (i.e. where  
a member gets the better of two or more forms  
of benefits). 

GMP EQUALISATION
You don’t need to have dealt with it, but you look more 
prepared if you have thought about it and have a plan 
of what you are going to do.

AFFORDABILITY
Has someone told you roughly what insurance is likely 
to cost and what impact it will have on your key 
metrics, which might be funding impact, accounting 
impact, investment strategy, amount of risk removed.

ASSETS
If you think you can afford insurance then are your 
assets suitable for the job? Putting insurance in place 
takes several months and it is not helpful if the assets 
backing the transaction are moving around differently 
to the way insurers pricing moves as this poses a major 
risk to the transaction.

GOVERNANCE
Do the Trustees have experience of doing insurance 
trades, can they meet at short notice, do you have a 
detailed project plan of how the insurance trade will 
evolve? Can decisions be made when needed?

If you do all of the above well then you will approach 
the insurance market with confidence that you are 
good business for them, and you will get more insurers 
interested and ultimately get a better outcome.
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DISCLAIMER
For professional investors only. Not suitable for private customers.

The information herein was obtained from various sources. We do not 
guarantee every aspect of its accuracy. The information is for your private 
information and is for discussion purposes only. A variety of market factors 
and assumptions may affect this analysis, and this analysis does not reflect 
all possible loss scenarios. There is no certainty that the parameters and 
assumptions used in this analysis can be duplicated with actual trades. This 
document is based on information available to Redington Ltd at the date of 
publication and takes no account of subsequent developments after that 
data. Further, any historical exchange rates, interest rates or other reference 
rates or prices which appear above are not necessarily indicative of future 
exchange rates, interest rates, or other reference rates or prices. Neither the 
information, recommendations or opinions expressed herein constitutes an 
offer to buy or sell any securities, futures, options, or investment products 
on your behalf. Unless otherwise stated, any pricing information in this 
document is indicative only, is subject to change and is not an offer to 
transact. Where relevant, the price quoted is exclusive of tax and delivery 
costs. Any reference to the terms of executed transactions should be 
treated as preliminary and subject to further due diligence. 

Please note, the accurate calculation of the liability profile used as the basis 
for implementing any capital markets transactions is the sole responsibility 
of the Trustees’ actuarial advisors. Redington Ltd may estimate the liabilities 
if required but will not be held responsible for any direct, indirect or 
consequential loss or damage howsoever sustained as a result of 
inaccuracies in that estimation. Additionally, the client recognises that 
Redington Ltd does not owe any party a duty of care in this respect.

Redington Ltd are regulated by the Financial Conduct Authority. Redington 
Ltd do not advise on all implications of the transactions described herein. 
This information is for discussion purposes and prior to undertaking any 
trade, you should also discuss with your professional tax, accounting and / 
or other relevant advisers how such particular trade(s) affect you. All 
analysis (whether in respect of tax, accounting, law or of any other nature), 
should be treated as illustrative only and not relied upon as accurate. 

©Redington Limited 2019. All rights reserved. No reproduction, copy, 
transmission or translation in whole or in part of this presentation may be 
made without permission. Application for permission should be made to 
Redington Limited at the following address – Floor 6, One Angel Court, 
London, EC2R 7HJ. 

Redington Limited (6660006) is registered in England and Wales. 
Registered office: 55 Baker Street, London, W1U 7EU

For more information on risk transactions, please speak to your  
Redington representative or email communications@redington.co.uk


