
14/03/2011

1

Equity DebateEquity Debate
Simon Mayne, AonHewitt

“This House believes that in DB pension 
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p

investments we should not be bound by 

Bonds and that there is an opportunity 

for Equity.” 15 March 

Can’t live with them, can’t live without them!

• If we could afford to rely on gilts we would

• Why has the focus been on gilts

• The case for equities
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Gilts return

Equities will be around for a while

• Most schemes are still growing and away off maturity

• Equity

– Can’t live without it

• Is there any more to say?
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Pension fund advice has not always been quite right
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Equities unsuitable 
for pension funds LDI: Diversify away 

from equities
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Think carefully about embedded advice

• Smoothed black box actuarial valuation techniques lose favour

– Removal of ACT

– “MFR broken before it started”

• Rise of the market led valuation

– Changed focus to gilts

10 years later

• Wider horizons

– LDI allows you to shift focus from risk / return v bonds

• Equity toolbox

– Pure equity

– Long/short hedge funds

– Equity caps/collars/options
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Aon Hewitt fixed income gilt yield fair value
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