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Fujifilm Speciality Ink Systems Limited UK Pension Plan (the "Plan") 
Defined Contribution Section (“DC Section”) 

Statement of Investment Principles – September 2019 

1 Financial Services and Markets Act 

In accordance with the Financial Services and Markets Act 2000, the Trustee will set general 
investment policy, but will delegate the responsibility for selection of specific investments to the 
appointed Investment Managers, which may include an insurance company or companies.  The 
Investment Managers are authorised under the Financial Services and Markets Act 2000 and 
shall provide the skill and expertise necessary to manage the investments of the Plan 
competently.   

In considering appropriate funds for the DC Section, the Trustee has obtained and considered 
the written advice of Willis Towers Watson, whom the Trustee believes to be suitably qualified to 
provide such advice. The advice received and arrangements implemented are, in the Trustee’s 
opinion, consistent with the requirements of Section 36 of the Pensions Act 1995 (as amended).   

2 Governance and division of responsibilities 

The Trustee has ultimate responsibility for decision-making on investment matters. Decisions 
affecting the DC Section's investment strategy are taken with appropriate advice from the DC 
Section Consultants and the Scheme Actuary. 

Only persons or organisations with the necessary skills, information and resources are actively 
involved in decisions affecting the investment options made available in the DC Section.  Where 
necessary, the Trustee employs the skills and expertise of external advisers including the DC 
Section Provider (Aviva), the Investment Managers, the DC Section Consultants and Scheme 
Actuary. 

Investment management for the DC Section is currently undertaken through a series of Insured 
funds (managed by both Aviva and external managers) offered by the DC Section Provider. 

The agreements between the Trustee, the DC Section Provider, the Investment Managers and 
all of the Plan's advisers do not form part of this Statement but are contained in separate 
documents. 

3 Trustee 

The Trustee’s investment responsibilities include: 

• Reviewing the DC Section's investment policy on a regular basis: 

˗ Ensuring the number and risk profile of funds and strategies available reflect the 
needs of the membership. 

˗ Ensuring that a default strategy is provided which is suitable for the needs of the 
membership. 

˗ Ensuring that investment objectives for each investment option are identified. 
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• Assessing the quality of the performance and processes of the Investment Managers by 
means of regular, but no less than annual, reviews of the investment results and other 
information in consultation with the DC Section Consultants and the Scheme Actuary. 

• Engaging with the DC Section Provider about the Investment Managers’ choice of 
benchmarks and policies for ESG, stewardship/shareholder activism and transaction cost 
minimisation. 

• Appointing (and dismissing) Investment Managers. 

• Consulting with the Principal Employer when reviewing investment policy issues. 

• Monitoring compliance with this Statement. 

4 DC Section Consultants 

The role of the DC Section Consultants is to make recommendations or give advice to the 
Trustee in the following areas: 

• Assisting the Trustee in reviews of this Statement. 

• Undertaking reviews of the DC Section's investment arrangements including reviews of 
investment policy and current Investment Managers and funds. 

• Advising on the selection of new Investment Managers and funds as appropriate 

• Advising the Trustee on how changes at the Investment Managers or DC Section 
Provider could affect the interests of the DC Section. 

• Advising the Trustee of the continued appropriateness of the DC Section's default and 
lifestyle investment options, with reference to the DC Section's membership and strategic 
risk return objectives. 

5 Scheme Actuary 

The Scheme Actuary's responsibilities include: 

• Liaising with the DC Section Consultants on the suitability of the DC Section's investment 
strategy given the hybrid characteristics of the Plan and the interaction between the DB 
Section and the DC Section for some Members. 

6 DC Section Members 

Individual Members are ultimately responsible for selecting the fund or combination of funds in 
which to invest their pension accounts from the available fund range.  Before making an 
investment decision, Members are expected to read the available information on the fund range, 
and any appropriate material that the Trustee makes available. 

7 Investment objectives and long-term policy 

The Trustee recognises the different investment requirements of the assets held in respect of 
Members' DC entitlements, and the remaining assets, which are held in respect of the DB 
Section of the Plan. 
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Members' investment needs change as they progress towards retirement age. Younger 
Members, e.g. those with more than 10 years to retirement, have a greater need for real growth 
to attempt to ensure their investment accounts keep pace with inflation and, if possible, salary 
growth.  Younger Members will also, all other things being equal, have a greater tolerance for 
volatility of returns, as they have a greater time to retirement in which markets may come back 
in line from any temporary low.  Older Members, e.g. those with 10 or less years to retirement, 
will require a greater level of consistency in the amount of retirement benefits which may be 
provided with their investment accounts. 

Members will also have differing personal preferences regarding views on investment return, 
attitude to investment risks and preferences for different types of retirement benefits (such as 
cash, annuity purchase and/or continued investment for income drawdown). 

8 Objectives for DC Section assets 

The key objective in respect of the Plan's DC assets is the acquisition of secure investments of 
appropriate liquidity which will generate income and capital growth which, together with new 
contributions from Members and the Company, will provide a fund at retirement with which to 
provide benefits. 

The Trustee’s objectives therefore encompass the following: 

• To offer suitable funds for the DC Section Members so that Members have sufficient 
investment choice to satisfy their differing risk appetites, risk profiles and potential 
retirement plans. 

• To offer an appropriate default option for those Members who do not feel able or are not 
willing to make decisions on how their DC contributions should be invested.  The default 
option is designed with specific reference to DC Section membership demographics and 
risk tolerance. 

• In addition to the default option, to offer lifestyle strategies, where appropriate, that allow 
Members to make limited investment decisions, but still be able to tailor their pension 
planning to suit their personal circumstances. 

9 Policy for DC Section assets 

The Trustee’s policy is to seek to achieve the objectives by providing a range of funds which 
together offer a suitable mixture of real and monetary assets.  The Trustee recognises that the 
returns on real assets, while expected to be greater over the long term than those on monetary 
assets, are likely to be more volatile. 

The Trustee has considered the use of both passive and active investment management when 
determining the DC Section's strategy.  Where possible, the Trustee prefers to use passively 
managed funds, given the governance budget available to the Trustee and the needs of the DC 
Section Members. 

10 Range of Funds 

The Trustee wishes to give Members a reasonable degree of freedom over the investment 
policy of their accounts. The following funds have been made available to Members from the 
range available on Aviva's investment platform, along with the management style of the fund: 

• Aviva Pension BlackRock (30:70) Currency Hedged Global Equity Index  Passive 
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• Aviva Pension BlackRock UK Equity Index Tracker  Passive 

• Aviva Pension LGIM Diversified  Active 

• Aviva Pension BlackRock Over 15 Year Corporate Bond Index Passive 

• Aviva Pension BlackRock Over 5 Year Index-Linked Gilt Index Passive 

• Aviva Pension Cash  Active 
 

11 Default Option 

The Trustee offers a default investment option for DC Section Members, where no active fund 
selection is made by the individual Members.  In designing the default, the Trustee has 
considered the needs of the membership (both active and deferred Members), including how 
they expect default Members to use their funds at retirement. The availability of a default fund to 
DC Section Members does not constitute advice for any individual DC member. 

To ensure assets in the default investment option are invested in the best interests of members 
and beneficiaries, the Trustee conducted a strategic review of the DC membership and 
investment options in 2016 to address the ‘freedom and choice’ reforms which granted 
members greater flexibility at retirement. The Trustee considered a variety of demographic 
variables, to better understand the risk profile of the membership and members’ likely retirement 
decisions. Based on this understanding of the membership, a default investment option that 
targets annuity purchase at retirement was considered appropriate at the time. Given the further 
information about retirement behaviours now available since pension freedoms were first 
introduced, the Trustee is currently reviewing the ongoing suitability of the Plan’s default 
investment and lifestyle strategies. 

The default option is the 10 year Annuity Targeting Lifestyle strategy.  Its objective is to 
generate capital growth over the long term with increasing levels of retirement income protection 
and capital protection as Members approach retirement. 

The 10 year Annuity Targeting Lifestyle strategy aims to provide an appropriate investment 
strategy up to retirement for an average DC Section Member who wishes to use their account at 
retirement to buy an annuity and to take 25% as tax-free cash. 

Under this strategy, assets are invested in the passively managed, currency hedged global 
equity fund until 10 years before a Member's selected retirement age (SRA), when switching 
begins into the index-linked gilt and corporate bond funds.  Switching into cash commences 3 
years before the Member's SRA. Fund switches will happen automatically on a monthly basis.  
Overall, the funds will transition gradually from 100% global equities to 25% cash and 75% 
bonds (a combination of 50% index linked and 50% corporate bonds) at SRA. 

12 Alternative Lifestyle Strategies 

The Trustee also offers a 5 year Cash Targeting Lifestyle strategy which may be selected by DC 
Section Members.  Under this strategy, assets are invested in the passively managed, currency 
hedged global equity fund until 5 years before a Member's Selected Retirement Age (SRA), 
when switching begins into the cash fund. Monthly switches will follow, resulting in a gradual 
transition from 100% global equities to 100% cash at SRA. 

The 5 year Cash Targeting Lifestyle strategy aims to provide an appropriate investment strategy 
up to retirement for an average DC Section Member who wishes to take their account at 
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retirement as cash.  Its objective is to generate capital growth over the long term with increasing 
levels of capital protection as Members approach retirement. 

The Trustee is currently reviewing the ongoing suitability of the Plan’s default investment and 
lifestyle strategies.  Members wishing to use income drawdown in retirement can currently use 
the range of funds available to manage their own investment risk and return strategy and to 
reduce mismatch risk leading up to retirement.  The Trustee will review this policy when 
reviewing the default option. 

The Trustee previously offered a 5 year lifestyle strategy that targeted annuity purchase.  
Following a review of the DC Section investment strategies, the Trustee withdrew this option.  At 
the time of closure (February 2016), only those Members who were already invested in the 5 
year legacy lifestyle strategy and who were within 5 years of their SRA were allowed to remain 
in the legacy lifestyle strategy. 

The Trustee recognises that the lifestyle designs may not be suitable for all Members but 
believes that they will provide a useful tool for those who feel unable or simply forget to amend 
their investment strategy over time. 

13 Rates of Return 

The Trustee has regard to the historical rates of return earned on the various classes of asset 
available for investment of the Plan's assets in assessing the range of funds to be offered to 
Members. 

The Trustee’s expectations for the long term returns on the asset classes in which the DC 
Section's assets are principally invested are as follows: 

• UK equities - A long-term real rate of return relative to CPI of between 3% and 5% per 
annum. 

• Overseas equities - Similar overall return to UK equities but with the advantages of 
exposure to faster growing economies and diversification of return. 

• Index Linked Gilts - A guaranteed real rate of return, taking into account income and 
redemption proceeds, if held to maturity and subject to time lags. Long-term expectations 
of a real return relative to CPI of between -0.5% per annum and 1.0% per annum 
depending on market conditions at the time of purchase. 

• Fixed Interest - A guaranteed nominal rate of return, taking into account income and 
redemption proceeds if held to maturity, the level of return depending upon market 
conditions at the time of purchase.  The real return relative to CPI is less predictable but 
is expected to be between 0% per annum and 1% per annum over the long term 
depending on market conditions at the time of purchase. 

• Corporate Bonds - A rate of return, taking into account income and redemption proceeds, 
depending on market conditions at the time of purchase.  The nominal rate of return is 
expected to be between 0.5% per annum and 1.5% per annum in excess of the return on 
fixed interest gilts of a similar duration over the long term. 
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14 ESG, Stewardship, and Climate Change 

The Trustee believes that environmental, social, and corporate governance (ESG) factors may 
have a material impact on investment risk and return outcomes, and that good stewardship can 
create and preserve value for companies and markets as a whole. The Trustee also recognises 
that long-term sustainability issues, particularly climate change, present risks and opportunities 
that increasingly may require explicit consideration.  

The Trustee considers ESG issues, including climate change, to be financially material and 
takes them into account when designing and monitoring the Lifestyle strategies, considering in 
particular the time horizons of those strategies. 

The Trustee has given appointed investment managers full discretion in evaluating ESG factors, 
including climate change considerations, and exercising voting rights and stewardship 
obligations attached to the investments, in accordance with their own corporate governance 
policies and current best practice, including the UK Corporate Governance Code and UK 
Stewardship Code.  

The Trustee considers how ESG, climate change and stewardship is integrated within Aviva’s 
investment processes and those of the Investment Managers in the monitoring process. Aviva is 
expected to provide information on a regular basis, at least annually, on its ESG integration and 
stewardship monitoring progress. 

Selection, retention and realisation of the underlying assets are delegated to the Investment 
Managers under the terms of written agreements.  The Trustee has selected a broadly passive 
approach to investment of the DC Section's assets.  However, if matters in respect of the 
underlying investments are brought to the Trustee attention that contravene their ESG beliefs, 
then the Trustee may review the investment arrangements as appropriate 

15 Members’ views on non-financial matters 

The Trustee does not currently take account of any non-financial matters (such as member 
ethical views) within the default option.  At the present time, there are no funds available to 
Members that are managed with reference to ethical considerations within the self-select fund 
range and Lifestyle strategies. 

16 Suitability 

The Trustee has taken advice from both the Scheme Actuary and the DC Section Consultants to 
ensure that the range of funds provided for Members is suitable.  The Trustee will continue to 
monitor, and take advice on, the various options on an ongoing basis. 

17 Liquidity 

The Members' DC accounts are held in funds which can be realised to provide benefits on 
retirement, or on earlier transfer to another pension arrangement. 

The Trustee, together with the DC Section's administrators, will ensure that they hold sufficient 
cash to meet the likely benefit outgo from time to time.  The Trustee’s policy is that there should 
be sufficient investments in liquid or readily realisable assets to meet unexpected cash-flow 
requirements in the majority of foreseeable circumstances so that realisation of assets will not 
disrupt Members' retirement plans or the DC Section's overall investment policy where possible. 
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The Trustee has delegated responsibility for the selection, retention and realisation of 
investments to the Investment Managers, within certain guidelines and restrictions. 

18 Manager Structure 

The DC Section uses a range of investment funds available through the DC Provider.  The UK 
equity, global equity, index linked gilts and corporate bond funds are managed on a passive 
basis by BlackRock. The cash fund is managed by Aviva. The diversified fund is managed by 
LGIM. 

The funds used by the DC Section each have specific benchmarks which have clear 
performance objectives attached.  These were considered in the selection of those funds where 
applicable. 

The expectation is that the Investment Managers should achieve their objectives in the majority 
of three year periods under consideration.  It is not expected that the Investment Managers will 
achieve these objectives in every three year period.  The Investment Managers should, 
however, demonstrate that the skill they exercise in managing the DC Section assets and the 
process that they follow is consistent with these objectives given the level of risk adopted and 
the management style.  The current manager structure is attached in Appendix 1. 

19 Monitoring 

The Trustee holds regular meetings with the DC Section Consultants to satisfy themselves that 
the Investment Managers continue to carry out their work competently and have the appropriate 
knowledge and experience to manage the investments of the DC Section. 

The appointment of the Investment Managers and fund selection will be reviewed by the Trustee 
from time to time, based on the results of their monitoring of performance and process (including 
ESG and stewardship policies) and the Investment Managers' compliance with the requirements 
of the Pensions Act concerning diversification and suitability, where relevant. 

The default option policy will be reviewed at least every three years taking into account the 
needs of the DC Section membership (active and deferred Members). 

20 Selection Criteria 

The Trustee has identified the criteria by which managers should be selected (or 
deselected). These include: 

• Past performance 

• Quality of the investment process (including ESG and stewardship integration) 

• Role Suitability 

˗ Level of fees 

˗ Reputation of the manager 

˗ Familiarity with the mandate 

˗ Internal objectives and restrictions of any pooled funds 
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• Service 

˗ Reporting 

˗ Administration 

• Team Proposed 

˗ The quality of the fund managers working for the Plan. 

21 De-selection Criteria 

Managers may be replaced, for example, if: 

a They fail to meet the performance objectives and/or 

b The Trustee believes that the Investment Manager is not capable of achieving the 
performance objectives in the future. 

c The Investment Manager fails to comply with this Statement. 

22 Risk Management 

The Trustee recognises a number of risks involved in the investment of the DC Section assets.  
DC Section Members face three key investment risks: 

• Inflation risk - that the purchasing power of their investment account is not maintained. 
This is addressed by available funds that are designed to grow assets in real terms. 

• Capital risk - that the capital value of the Member's fund is not maintained. This is 
addressed by funds that seek to manage the absolute value of the assets invested. 

• Shortfall risk - the risk of not meeting Members' expectations concerning retirement 
income.  This is addressed through the Trustee’s policy of providing information to 
Members concerning investment, and in particular, mismatch and pension conversion 
risks. Fixed interest and index linked securities are most effective for managing shortfall 
risk with regard to pension purchase. 

The importance of each risk above varies with time. Inflation risk is important throughout the 
whole period to retirement whereas shortfall risk and capital risk become significant as 
retirement approaches. 

The varying nature of the risks faced by a DC Section Member through time means that no 
single investment product would adequately meet the needs of the investor throughout the 
investing period.  Therefore, suitable funds are sought for effective management of the changing 
risks faced by DC Section Members. 

Additional risks include: 

• Manager risk - addressed through the ongoing monitoring of the manager as discussed 
in Sections 4, 5 and 20.  

• Currency risk - the risk of Members’ funds being subject to volatility in the currency 
exchange markets. The investment funds available within the DC Section are 
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denominated in pounds sterling but some of the funds may invest in overseas companies 
and holdings as well as UK companies with overseas earnings. Volatility in the exchange 
rate of Sterling may have an impact on the value of the Members’ underlying funds. 

• Inappropriate investments - addressed by the Trustee’s instructions to, and monitoring 
of, the fund manager and funds. 

• Political risk - the risk of an adverse influence on investment values from political 
intervention is reduced by diversification of the assets across many countries. 

• Fraud/Dishonesty - addressed through the Trustee’s, the employer's and the DC 
Section Provider's internal controls. 

• Environmental, Social and Governance - The Trustee recognises that environmental, 
social and corporate governance concerns, including climate change, have a financially 
material impact on return. Sections 15 and 16 set out how these risks are managed. 

The Trustee continues to monitor these risks. 

As regards realisation of investments, the investment funds available in the DC Section trade on 
a daily basis. 

23 Fee Structures  

Investment management fees for the DC Section are calculated by applying an agreed charge 
(typically 0.5% per annum for most of the investment funds) to the market value of the Member’s 
assets under management.  Fee levels and fee structures are taken into consideration when 
reviewing and appointing Investment Managers and funds. 

The DC Section advisers are paid in relation to their time spent on the Trustee’s affairs.  Such a 
structure gives the Trustee a degree of control over the fees incurred while ensuring that a 
sufficient level of attention is paid to the Trustee’s affairs. 

The Trustee believes the fee arrangements are in line with market practice. 

24 AVC Arrangements 

Members of the Plan can pay additional voluntary contributions (AVCs) to enhance their benefits 
at retirement. 

The Trustee’s policy is that Members of the Plan choosing to pay AVCs are offered the same 
range of investment options available within the DC Section (i.e. any of the funds listed in 
section 11 and either of the lifestyle strategies described in Sections 12 and 13) in order to give 
Members a diversified choice of suitable investments. 

Members can choose to switch AVCs between the options available to them from time to time, 
subject to the terms and conditions of each fund.  At retirement, or on earlier death, the 
accumulated value of a Member's AVCs is used to provide additional benefits in accordance 
with the Plan's Rules and HMRC requirements. 

25 Review of this Statement 

The Trustee will review this Statement at least once every three years and without delay after 
any significant change in investment policy. Any change to this Statement will only be made 
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after having obtained and considered the written advice of someone who the Trustee 
reasonably believes to be qualified by their ability in and practical experience of financial matters 
and to have the appropriate knowledge and experience of the management of pension scheme 
investments. 

 

Signed:……………………………… 

 

Signed:……………………………… 

 

For and on behalf of The Law Debenture Pension Trust Corporation p.l.c., the Trustee of 
the Fujifilm Speciality Ink Systems Limited UK Pension Plan 
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APPENDIX 1: 

Current manager structure 

Defined Contribution Section – Manager structure and performance objectives 

The Trustee has selected the following funds from Aviva’s platform to provide the various 

investment options; 

• Aviva Pension BlackRock (30:70) Currency Hedged Global Equity Index 

• Aviva Pension BlackRock UK Equity Index Tracker 

• Aviva Pension LGIM Diversified 

• Aviva Pension BlackRock Over 15 Year Corporate Bond Index Tracker 

• Aviva Pension BlackRock Over 5 Year Index-Linked Gilt Index Tracker 

• Aviva Pension Cash 

 

Global Equity index-tracking fund (passive)     BlackRock 

Benchmark:   30% FTSE All Share Index; 70% overseas equities split equally 

between the US, Europe (ex-UK) and the Far East (BlackRock 

composite benchmark). 

Objectives:  a) to perform within 0.3% pa of the return on the benchmark over 

rolling three year periods. 

b) to limit divergence of performance, before fees, from the 

benchmark, to 0.5% in any 12 month period. 

Fund volatility rating*:   Medium to high 

*Volatility risk ratings are based on Aviva’s interpretation of investment risk, as stated in the 

Member Investment Guide 

UK equity index-tracking fund (passive)      BlackRock 

Benchmark:   FTSE All Share Index 

Objectives:  a) to perform within 0.3% pa of the return on the benchmark over 

rolling three year periods. 

b) to limit divergence of performance, before fees, from the 

benchmark, to 0.5% in any 12 month period. 

Fund volatility rating*:   Medium to high 
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Diversified Fund (passive/active)       LGIM 

Description:  Aims to provide a similar rate of growth over the long term to a 

fund invested in company shares (equities) but with less volatility. 

In addition to investing in UK and overseas equities, the fund 

invests in a range of other assets, including high-yield corporate 

bonds, commodities, property and emerging market debt. 

Fund volatility rating*:   Medium 

UK Corporate Bond index-tracking fund (passive)    BlackRock 

Benchmark:  iBoxx £ Non-Gilts Over 15 Years Index 

Objectives:  a) to perform within 0.3% pa of the return on the benchmark over 

rolling three year periods. 

b) to limit divergence, net of fees, to 3% in any 12 month period. 

Fund volatility rating*:   Medium 

UK Index-linked Gilt index-tracking fund (passive)    BlackRock 

Benchmark:  FTSE UK Gilt Index Linked Over 5 Years Index 

Objectives:  a) to perform within 0.3% pa of the return on the benchmark over 

rolling three year periods. 

b) to limit divergence, net of fees, to 3% in any 12 month period. 

Fund volatility rating*:   Medium 

Cash fund (active)         Aviva 

Description:  Invests primarily in interest bearing money market instruments 

such as cash deposits and certificates of deposit. 

Fund volatility rating*:   Low 

*Volatility risk ratings are based on Aviva’s interpretation of investment risk, as stated in the 

Member Investment Guide. 

 


