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The Ericsson Television Pension Plan 
 

(“the Plan”) 
 

 

 

Statement of Investment Principles as Required by the Pensions 

Act 1995 
 

 

 

 

 

September 2020 

 

 

The Trustees confirm that the following matters have been taken into account when preparing this 

Statement of Investment Principles: 

 

The Trustees have considered written advice from the Investment Consultant prior to the preparation of this 

Statement and have consulted the Principal Employer before agreeing this Statement and the investment 

strategy outlined in this document. 

 

All day to day investment management decisions have been delegated to an Investment Manager that is 

authorised and regulated by the Financial Conduct Authority. 

 

The Trustees have full regard to their investment powers under the Trust Deed and Rules and the 

suitability of types of investments, the need to diversify, the custodianship of assets and any self- 

investment. 

 

The Investment Managers will continue to prepare detailed quarterly reports on their activities and the 

Trustees will meet with them as required. 

 

This Statement of Investment Principles will be reviewed annually or whenever changes to the principles or 

strategy are necessary.  Any changes to this Statement will be undertaken having taken advice, as 

appropriate, and following consultation with the Principal Employer. 
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1.      General 
 

This statement sets out the principles governing decisions about the investment of the assets of the Ericsson 

Television Pension Plan (“the Plan”).  It has been prepared on behalf of the Trustees to comply with 

section 35 of the Pensions Act 1995 (“the Act”) as amended by the Pensions Act 2004 and the 

Occupational Pension Schemes (Investment) Regulations 2005. 

The Trustees will review this Statement on at least an annual basis. 

 

2.      Investment Objective and Investment Decisions 

 

The Plan is defined contribution in nature. Each member has a Personal Account in the Plan, with 

the downside risk to the member being limited by a defined benefit underpin (the “Core Benefits”), 

which applies for service up to 31 May 2016 – such benefits are in the “Old Section”.  From this 

date, benefits are provided on a pure defined contribution basis (in the “DC Section”). Therefore, 

there is a minimum level of benefit guaranteed to members in the Old Section, which is calculated 

mainly with reference to the Reference Scheme Test. However, the Trustees are mindful that they 

should assist members in achieving the following: 

 

i)          Maximising the value of retirement benefits; 

ii)         Protecting the value of those benefits in the years approaching retirement against equity market falls 

and fluctuations in the cost of annuities; and 

iii)        Enabling members to tailoring some of their investments to meet their own needs. 

 

Unless a member chooses to take a cash equivalent, on a member’s retirement, the Trustees purchase an 

annuity in the member’s name. 

 

The Plan also has a "General Account" in respect of the Old Section defined benefit underpin. This is a fund 

which is not designated to members individually, but whose aim is to provide additional funds as required in 

order to secure the Core Benefits underpin when it applies. 

 

The investment arrangements outlined in Section 4 have been designed with these considerations in mind. 

 

All day-to-day investment decisions are delegated to properly qualified and authorised fund managers of 

pooled pension funds. The assets are held in funds managed by Legal & General Investment Management 

(“LGIM”). Investment agreements have been exchanged with LGIM and will be reviewed as necessary. 

 

The assets of the Plan are invested in an insurance contract issued by Legal & General Assurance (Pensions 

Management) Limited (“PMC”).  LGIM provides investment management services to PMC. 

 

The Trustees have obtained appropriate written advice before the appointment or review of any investment 

manager or product. 
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3.        Investments to be Held 

 

All investments approved by HMRC for pension scheme investment purposes, including global equities, 

bonds and cash are acceptable subject to any specific investment restrictions imposed on the Investment 

Manager. 

 

In addition to the assets invested with their Investment Manager, the Trustees operate a bank account to 

provide for the day to day management of cashflow. 

 

Members’ Personal Accounts in the Old Section are invested in the Global Equity 50:50 Index Fund, the 

UK Equity Index Fund, the Over 5 Year Index Linked Gilts Index Fund, the AAA-AA- A Corporate Bond 

Index Fund and the Cash Fund, all managed by LGIM, and white labelled for the Plan. 

 

For the DC Section and for AVCs in the Old Section, there is a wider range of funds across the equities, 

bonds, gilts and property asset classes, all managed by LGIM. The full fund range includes the UK Equity 

Index Fund, the Global Equity 50:50 Index Fund, the All Stocks Gilts Index Fund, the Over 5 Year Index-

Linked Gilts Index Fund, the AAA-AA-A Corporate Bond Index Fund, the Managed Property Fund, the 

Retirement Income Multi-Asset Fund, the Pre- Retirement Fund and the Cash Fund. 

 

The General Account is invested in LDI funds, all managed by LGIM. 

 

4.        Distribution of Investments 

 

The Trustees have decided that for the Old Section (other than members’ AVCs), the investments of the 

Plan will be managed on a passive basis with a lifestyling arrangement, based on an annuity purchase 

approach. 

 

The investments held in respect of the members’ Personal Accounts outside of the Lifestyle phasing 

period (as defined below) are invested in LGIM’s Global Equity 50:50 Index Fund. Members are 

permitted to select their preferred age between ages 55 and 75 (“the planed pension age”) at which to 

begin drawing benefits. When the member is within seven years of the planned pension age the Lifestyle 

Matrix becomes operational. 

 

All member funds in the Old Section are invested in the annuity purchase lifestyling approach. The 

annuity purchase lifestyle approach also represents the ‘default’ investment option in the DC section (and 

for AVCs in the Old Section). 

 

For the DC Section and AVCs in the Old Section, a member can also choose the alternative lifestyle, 

based on a drawdown approach, or self-select range of LGIM funds. 

 

The Lifestyle Matrix provides for a gradual switch from the original equity based investment vehicles 

into either the final annuity purchase portfolio or the final drawdown portfolio, as shown below: 
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Approximate Years to 

Pensionable Age 

Target Maximum Exposure to 

Original Equity Based Investment 

(%) 

7 100.0 

6 85.0 

5 70.0 

4 55.0 

3 40.0 

2 25.0 

1 12.5 

0 0.0 

 

The final annuity purchase portfolio comprises a combination of government bonds, corporate bonds and 

cash investments. The final drawdown portfolio comprises a combination of cash, corporate bonds, 

government bonds, equities and alternative asset classes. 

 

Growth on the respective funds within the lifestyle matrix will result in the profile being followed only 

approximately. 

 

For the final annuity purchase portfolio, the amount converted each quarter will be split across asset 

classes as follows: 

 

Asset Class White Labelled Fund (managed by LGIM) % 

Index Linked Gilts Index Linked Gilts Index Fund 35 

Corporate Bonds Corporate Bond Fund 35 

Cash Cash Fund 30 

Total  100 

 

The assets relating to the General Account are held across the Index Linked Gilts Index Fund and the 

Matching Core Real Long Fund, both managed by LGIM, in the approximate allocation shown below: 

 

Asset Class Fund % 

Index Linked Gilts Index Linked Gilt Fund 36 

LDI Funds Matching Core Real Long Fund 64 

Total  100 
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Further details on the funds in which the Plan invests are given in the next section. 

 

Based on the structure set out in this statement, the Trustees consider the arrangements with the Investment 

Managers to be aligned with the Plan’s overall strategic objectives. Details of each specific mandate are 

set out in guidelines, agreements and pooled fund documentation with each Investment Manager. The 

amounts allocated to any individual category or security will be influenced by the overall benchmark and 

objectives, varied through the Investment Managers’ tactical asset allocation preferences at any time, 

within any scope given to them through any asset allocation parameters or guidelines set by the Trustees 

or governing the pooled funds in which the Plan is invested.  

The Trustees will ensure that the Plan's assets are predominantly invested in regulated markets to 

maximise their security. Investment Managers are incentivised to perform in line with expectations for 

their specific mandate as their continued involvement as Investment Managers as part of the Plan’s 

investment strategy – and hence the fees they receive – are dependent upon them doing so. They are 

therefore subject to performance monitoring and reviews based on a number of factors linked to the 

Trustee’s expectations. 

 

The Trustees encourage Investment Managers to make decisions in the long-term interests of the Plan. 

The Trustees expect engagement with management of the underlying issuers of debt or equity and the 

exercising of voting rights in line with the investment mandate guidelines provided. This expectation is 

based on the belief that such engagement can be expected to help Investment Managers to mitigate risk 

and improve long term returns. 

 

As covered in more detail in this document, the Trustees also requires the Investment Managers to take 

ESG factors and climate change risks into consideration within their decision making as the Trustees 

believes these factors could have a material financial impact in the long-term. The Trustees therefore make 

decisions about the retention of Investment Managers, accordingly. 

 

 

5.        Performance Benchmark and Expected Return on Investments 

 

The Trustees expect the performance of each of the Funds to match the benchmarks as detailed below: 

 

• UK Equity Index Fund 

 

This fund invests passively in UK equities. The fund aims to provide a return in line with the FTSE All 

Share Index, on a gross of fees basis. 

 

• Global Equity 50:50 Index Fund 

 

This fund invests passively in a combination of UK and overseas equities, where the split is 50:50. The 

fund aims to provide a return in line with the composite benchmark shown below, on a gross of fees basis: 
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Region Benchmark Index Weight (%) 

UK FTSE All Share 50.0 

North America FTSE World North America 17.5 

Europe FTSE World Europe (ex UK) 17.5 

Japan FTSE World Japan 8.75 

Asia Pacific (ex Japan) FTSE World Asia Pacific (ex Japan) 6.25 

 

• All Stocks Gilts Index Fund 

 

This fund invests passively in government bonds (gilts). It aims to provide a return in line with the 

FTSE Actuaries UK Conventional Gilts All Stocks Index, on a gross of fees basis. 

 

• Over 5 Year Index Linked Gilts Index Fund 

 

This fund invests passively in inflation-linked government bonds (gilts) and aims to closely match the 

performance of the FTSE Over 5 Year Index Linked Gilt Index, on a gross of fees basis. 

 

• Corporate Bond Fund 

 

This fund invests passively in high quality sterling corporate bonds. It aims to provide a return in line 

with the iBoxx Sterling Non-Gilts (ex-BBB) Index, on a gross of fees basis. 

 

• Pre-Retirement Fund 

 

This fund invests index-tracking bond funds and aims to provide diversified exposure to assets that reflect 

the investments underlying a typical traditional level annuity product. Performance is benchmarked 

against a composite gilt and corporate bond benchmark. 

 

• Retirement Income Multi-Asset 

 

This fund invests in a range of different asset classes including equities, bonds, property and alternatives 

to provide long-term investment growth up to and during retirement, and to facilitate the drawdown of 

income. Performance is benchmarked against the Bank of England base rate plus 

3.5% p.a. 

 

• Cash Fund 

 

This fund aims to provide a return in line with the London Interbank 7 Day Bid Rate (7 Day 

LIBID), on a gross of fees basis. 
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• Matching Core LDI Fund 

 

The allocation to the LGIM Matching Core Real Long Fund does not have an external benchmark as it is 

designed in such a way to hedge the primary risk of the Core Benefit underpin biting in the Old Section 

i.e. changes in real gilt yields  

 

6.         Monitoring 

 

The Trustees require the Investment Managers to report on actual portfolio turnover at least annually, 

including details of the costs associated with turnover, how turnover compares with the range that the 

Investment Manager expects and the reasons for any divergence. 

 

Appointments of Investment Managers are expected to be long-term, but the Trustees will review the 

appointment of the Investment Managers in accordance with their responsibilities. 

 

The Trustees will receive regular performance monitoring reports from the Investment Adviser which 

consider performance over the quarter, one and three year periods.  This monitoring helps to determine 

an Investment Manager’s ongoing role in implementing the investment strategy. If there are concerns, 

the Trustees may carry out a more in depth review of a particular Investment Manager. Investment 

Managers will also attend Trustee meetings as requested. 

 

The Trustees monitor LGIM’s updates on their ESG impact on an ongoing basis to ensure they are in 

line with their expectations and relevant regulatory codes 

 

Fund manager remuneration is considered as part of the manager selection process. It is also monitored 

regularly with the help of the Investment Adviser to ensure it is in line with the Trustee’s policies and 

with fee levels deemed by the Investment Adviser to be appropriate for the particular asset class and fund 

type. 

 

 

8.        Risk 

 

The Trustees have considered risk from a number of perspectives. These are: 

 

• The risk that the investment return achieved may not match that of price and earnings inflation and 

that resultant benefits may depend upon the underpin for benefits in the Old Section. 

• The risk that investment market movements in the period prior to retirement lead to a 

substantial reduction in the anticipated level of pension. 

• The risk that relative market movements in the period just prior to retirement lead to a 

substantial reduction in the anticipated cash lump sum benefit. 
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• The risk that the investment manager fails to achieve the rate of return assumed by the Trustees 

(“manager risk”).   This risk is being managed through having the assets predominantly invested 

in funds designed to track the respective benchmark indices. 

• The risk that investment risk fails to be appropriately spread (“lack of diversification risk”). 

• The Trustees have taken steps to manage this risk by investing in pooled investment vehicles 

where the underlying investments are expected to be broadly diversified. 

 

The Lifestyle Matrix and the investment funds utilised have been selected so as to control these risks to 

within an acceptable level. Downside risk is also limited by the defined benefit underpin (the “Core 

Benefits”) in the Old Section. 

 

9.        Realisation of Investments 

 

In the event of an unexpected need to realise all the assets of the portfolio, the Trustees require the 

Investment Manager to be able to realise the Plan’s investments in a reasonable timescale by reference 

to the market conditions existing at the time the disposal is required and subject to the best interests of 

the Plan. No assets are expected to take an undue time to liquidate. 

 

10.        Socially Responsible Investment and Corporate Governance 

 

In line with its legal requirement, the Trustees have requested LGIM to have the financial interests of the 

Plan members as their first priority when choosing investments.  As the Plan’s assets are invested in 

pooled funds the Trustees are restricted in their ability to directly influence LGIM on the ESG policies 

and practices of the companies in which the pooled funds invest.  Further, The Trustees’ policy is to 

primarily invest on a passive basis. The Trustees recognise the restrictions on LGIM to take account of 

social, environmental or ethical considerations in the selection, retention and realisation of investments 

given that a passive or index tracking approach is adopted. However, it is the Trustees’ policy to give 

discretion to the passive investment manager to pursue a policy of engagement with companies.  The 

extent to which ESG considerations are taken into account in this engagement policy is therefore left 

to the discretion of LGIM as the passive investment manager. LGIM will undertake appropriate 

monitoring of current investments with regard to their policies and  practices  on  all  issues  which  could  

present  a material  financial  risk to  the  long-term performance of the fund such as corporate governance 

and climate change. The Trustees monitor LGIM’s updates on their ESG impact on an ongoing basis to 

ensure they are in line with relevant regulatory codes. 

 

The Trustees have delegated the responsibility for the exercise of all rights (including voting rights) 

attaching to the investments to LGIM. The Trustees expect LGIM to provide regular updates on how they 

exercise those rights and what impact on the portfolio they might have. 

 

 

 

 



 
 

The Ericsson Television Pension Plan – Statement of Investment Principles                                                                              September 2020 

 

10.         Voting Rights 

 

As the Plan invests in pooled funds, the Trustees acknowledge that it cannot directly influence the 

policies and practices of the companies in which the pooled funds invest. It has therefore delegated 

responsibility for the exercise of rights (including voting rights) attached to the Plan’s investments to 

the Investment Managers. 

 

The Trustees encourage them to engage with investee companies and vote whenever it is practical to 

do so on financially material matters such as strategy, capital structure, conflicts of interest policies, 

risks, social and environmental impact and corporate governance as part of their decision-making 

processes. The Trustees require the Investment Managers to report on significant votes made on behalf 

of the Trustees. 

 

If the Trustees become aware of an Investment Manager engaging with the underlying issuers of debt 

or equity in ways that they deem inadequate or that the results of such engagement are mis-aligned with 

the Trustee’s expectations and the investment mandate guidelines provided, then the Trustee may 

consider terminating the relationship with that Investment Manager. 

 

 

11.        Custodian 

 

The Plan’s investments are governed by insurance policies.  The investments in pooled pension funds 

are a share (measured in units) of larger pools of investments managed by LGIM.  The custodianship 

arrangements are those operated by LGIM for all clients investing in the relevant pooled funds.  LGIM 

is expected to provide a statement of the security of the underlying assets annually. 

 

 

 

Approved and adopted by the Trustees in September 2020 
 


