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20.{1@ more n"lsery for pens
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RE: Has 3008 beon a posilive or miserable year for the penshon
Industry?

MF: 2008 has seen the ouliook for LK
pensions crumble around owr feet and cleary
tha macent financial crigs has had 8 majo|
impact Deficits have increased rapidly n the
space of a few weeks, with retums an UK
aguities at - 40% over the year to 21
MNowember, The unprecedanted financlal crais
has alsc seen the safety of the banking and
insurance eecior called into gueston. Whils
we can all hope that the current crisis '8
rehmleif Ehl:m Iwad urcertainty is rife and even ifthere iz a
recovery, tha ripples will be felt for some time. The short lerm
presagres on pensaon funds, that have besn gradually introduced
over the past few years by additional layers of regulation (TPR's
focus on gilt yields, company sccounting Issues, PPF kevies,
annual veluations and annual disclosures ta members), mean that
the recent turmall is feflt directly by trustees &N SpRONSors., BvEn
though pensions are supposedly a long leem savings vehichs,

RE: Have there been any welcome developments in the
penslon Industry durlng 20087

hEF: It is hard to find any welcome developments. Afthough the
recent trmoll in credit markets has helped with comparny
accounting af penslons (a3 credit spreads have risen 1o
unprecedented lavess) this will meredy reveal lsell &5 a significant

hit on balsnce sheats in some fullee yeas Far the lirgl nkan
marths of the year, the buyout market alss bacama vary
Interesting as the cost came within reach of schames who wished
to reduce thejr risks. Following the collapss of Lehiman Brothers
and the impact on credit markets, the buyout market became
more difficult, Howewver, there are 2till & number of Intarasting
ideas and products belng developed to help schmas reduce
thels risks, in additicn, the publishing of new mortality tables
based oo occupational schemes rather than Insursd Ives has
been hetpful to ensure that actuares are not systematically
overstating the costs of achemes,

RE: Whal are likely to be the main challenges for the pensions
sector in 20097

MF; Survival will be the main chafange, A year ago, we woulkd
have gald that the key challenge was to gel & betber grip on how
long people were going to live, This has now changed 1o how
long companies can survive, Far many schames, the key assel is
the: sponsoring amployer, which will Be finding the current climate
cifficult ancugh without having 1o worry aboul increased costs
fram pensians. The PPF will alse come under greater scuting and
prassure a5 e pool of levy pavers reduces and ils defica
increases, Conlidence neads 10 be brought back into the credit
markel o imprave kquidity and ease pressure on all markets.
Daffation could cause probdems for schames ualess the k=eling in
tha markel @ that any deflation is shorl fved, The Gowemiment will
prabably focus on ensuring smooth delivery of Personal Accounts
in 2012 b in our vew thene ara more trgent mattars 1o attend to,




