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1. Introduction 

1.1. This is the Statement of Investment Principles prepared by the Trustees of the Ecclesiastical 

Insurance Office PLC Staff Retirement Benefit Fund ("the Fund"). This statement sets down the 

principles which govern the decisions about investments that enable the Fund to meet the 

Statement of Investment Principles requirements of: 

 the Pensions Act 1995, as amended by the Pensions Act 2004; and 

 the Occupational Pension Schemes (Investment) Regulations 2005 as amended by the 

Occupational Pension Schemes (Investment) (Amendment) Regulations 2010. 

 

1.2. In preparing this statement the Trustees have consulted Ecclesiastical Insurance Office PLC, the 

Principal Employer, and obtained advice from Mercer Limited, the Trustees' Investment 

Consultant. Mercer Limited is authorised and regulated by the Financial Conduct Authority and 

licensed by the Institute and Faculty of Actuaries for a range of investment business activities. 

 

1.3. This statement has been prepared with regard to the 2001 Myners review of institutional 

investment (including subsequent updates), and Scheme Funding legislation. 

 

1.4. The Trustees will review this statement at least every three years or if there is a significant change 

in any of the areas covered by the statement. 

 

1.5. The Trustees' investment powers are set out in Clauses 61 and 62 of the Definitive Trust Deed & 

Rules, dated 3 April 2013. In general, the Trustees are not restricted in the kind of investment they 

can make. This statement is consistent with those powers. 

 

1.6. All the assets and liabilities of the Ansvar Staff Pension Fund were transferred to the Fund on 1 

January 2011. From this date until 31 December 2020, the Fund was managed on a sectionalised 

basis (“the EIO Section” and “the Ansvar Section”). On 1 January 2021, the Ansvar Section of the 

Fund was merged into the EIO Section.  

 

2. Choosing investments 

2.1. The Trustees' policy is to set the overall investment target and then monitor the performance of 

their managers against that target. In doing so, the Trustees consider the advice of their 

professional advisers, who they consider to be suitably qualified and experienced for this role. 

 

2.2. The day-to-day management of the Fund's assets is delegated to one or more investment 

managers. The Fund's investment managers are detailed in the Appendix to this Statement. The 

investment managers are authorised and regulated by the Financial Conduct Authority and are 

responsible for stock selection and the exercise of voting rights. 

 

2.3. The Trustees review the appropriateness of the Fund's investment strategy on an ongoing basis. 

This review includes consideration of the continued competence of the investment managers with 

respect to performance within any guidelines set. The Trustees will also consult the employer 

before amending the investment strategy. 
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3. Investment objectives 

3.1. The Trustees have discussed key investment objectives in light of an analysis of the Fund's liability 

profile as well as the constraints the Trustees face in achieving these objectives. As a result, the 

Trustees' main investment objectives are: 

 to ensure that the Fund can meet the members' entitlements under the Trust Deed and Rules 

as they fall due; 

 to reduce the risk of the assets failing to meet the liabilities over the long term; 

 to manage the expected volatility of the returns achieved in order to control volatility in the 

Fund's overall funding level; 

 

3.2. The Trustees take full account of the relationship that exists between the particular investment 

portfolio that is held and the level of funding of the Fund's liabilities. The Trustees set an 

investment strategy to balance exposure to investments in order to satisfy the Fund's objectives. 

 

4. Kinds of investments to be held 

4.1. The Fund is permitted to invest in a wide range of assets including equities, bonds, cash, property 

and alternatives. 

 

4.2. The Trust Deed and Rules restrict the Trustees from investing in any employer-related investment. 

 

4.3. The Trustees may from time to time decide that there are some kinds of investment that they may 

not choose to make. These are set out in the Appendix to the Statement as applicable. 

 

4.4. A summary of the asset allocation ranges for the Fund is contained in the Appendix to this 

Statement. 

 

5. The balance between different kinds of investments 

5.1. The Fund invests in assets that are expected to achieve the Fund's objectives. The allocation 

between different asset classes is contained within the Appendix to this Statement. 

 

5.2. The Trustees have considered the merits of both active and passive management for the various 

elements of the portfolio and may select different approaches for different asset classes. The 

current arrangements are set out in the Appendix to this Statement. 

 

5.3. From time to time the Fund may hold cash and therefore deviate from its strategic or tactical asset 

allocation in order to accommodate any short-term cash flow requirements or any other 

unexpected items. 

 

5.4. The Trustees are aware that the appropriate balance between different kinds of investments will 

vary over time and therefore the Fund's asset allocation will be expected to change as the Fund's 

liability profile matures. 
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6. Risks 

The Trustees' attitude to risk reflects the long-term nature of the Fund's liabilities to meet member 

benefit obligations as they fall due. 

The Trustees have considered the following risks for the Fund with regard to its investment policy and 

the Fund's liabilities, and considered ways of managing/monitoring these risks: 

Risk versus the Fund’s liabilities 

The Trustees will monitor and review the investment strategy with respect to the liabilities in 

conjunction with each actuarial valuation. The investment strategy will be set with consideration to 

the appropriate level of risk required for the funding strategy as set out in the Fund's Statement of 

Funding Principles. 

Covenant risk  

The creditworthiness of the employer and the size of the pension liability relative to the employer's 

earnings and capital are monitored on a regular basis. The appropriate level of investment risk is 

considered with reference to the strength of the employer covenant. 

Solvency and mismatching 

This risk is addressed through the asset allocation strategy and ongoing triennial actuarial valuations. 

The Trustees are aware that the asset allocation required to minimise the volatility of the solvency 

position may be different from that which would minimise the volatility on the Fund's technical 

provisions funding basis. 

Asset allocation risk 

The asset allocation is detailed in the Appendix to this Statement and is monitored on a regular basis 

by the Trustees. 

Investment manager risk 

The Trustees monitor the performance of the Fund's investment managers on a regular basis in 

addition to having meetings with each manager from time to time as necessary. The Trustees have a 

written agreement with each investment manager, which contains a number of restrictions on how 

each investment manager may operate. 

Concentration risk 

Each investment manager is expected to manage broadly diversified portfolios and to spread assets 

across a number of individual shares and securities. 

Liquidity risk  

The Fund invests in assets such that there is a sufficient allocation to liquid investments that can be 

converted into cash at short notice given the Fund's cash flow requirements for either benefit 

payments or for any collateral calls around derivative contracts or liability hedging arrangements. The 

Fund's administrators assess the level of cash held in order to limit the impact of the cash flow 

requirements on the investment policy. 

Currency risk 
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The Fund's liabilities are denominated in sterling. The Fund may gain exposure to overseas currencies 

by investing in assets that are denominated in a foreign currency or via currency management. 

Currency hedging may be employed to manage the impact of exchange rate fluctuations; details of 

the current arrangements are set out in the Appendix. 

Loss of investment risk 

The risk of loss of investment by each investment manager and custodian is assessed by the Trustees. 

This includes losses beyond those caused by market movements (e.g. default risk, basis risk where 

operating hedges, operational errors or fraud). The Trustees regularly monitor the internal controls 

and processes of each of the investment managers. 

Counterparty risk 

The risk of loss due to default by a counterparty to a derivative transaction is managed by regular 

collateralisation and selection of a counterparty bank with a strong credit rating. This is relevant to 

equity hedging derivatives (which may be held from time to time). 

 

7. Expected return on investments 

7.1. The Trustees have regard to the relative investment return and risk that each asset class is 

expected to provide. The Trustees are advised by their professional advisors on these matters, 

who they deem to be appropriately qualified experts. However, the day-to-day selection of 

investments is delegated to the investment managers. 

 

7.2. The Trustees recognise the need to distinguish between nominal and real returns and to make 

appropriate allowance for inflation when making decisions and comparisons. 

 

7.3.  In considering the expected return from investments, the Trustees recognise that different asset 

classes have different long-term expected returns and expected volatilities relative to the 

liabilities. 

 

8. Realisation of investments 

8.1. Ultimately, the investments will all have to be sold when the Fund's life comes to an end. In this 

situation, the Trustees are aware that the realisable value of some investments, were there to be 

a forced sale, might be lower than the market value shown in the Fund accounts. 

 

9. Responsible and Sustainable Investment, Corporate Governance and Voting Rights 

9.1. The Trustees of the Fund consider their principal obligation to be promotion and protection of the 

financial interests of the Fund and its members. 

9.2. The Trustees believe that environmental, social and 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.  

 

9.3. The Trustees also recognise that long-term sustainability issues including climate change, present 

risks and opportunities that increasingly may require explicit consideration. The Trustees have 
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taken into account the expected time horizon of the Fund when considering how to integrate 

these issues into the investment decision making process. 

 

9.4. As part of the implementation of the Trustees’ views on ESG factors, they have decided to adopt 

a Responsible and Sustainable Investment Policy. The Responsible and Sustainable Investment 

Policy predominantly relates to the Fund’s assets managed by EdenTree (further details are set 

out in Section A of the Appendix). This includes an “absence of harm” exclusion policy, as well as 

an ESG risk overlay screening process and an aspiration to reduce the portfolio’s carbon intensity 

over time. Where they are not covered by the Responsible and Sustainable Investment Policy, the 

Trustees have given their 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.  

 

9.5. The Trustees consider how ESG, climate change and stewardship are integrated within investment 

processes when appointing new investment managers, monitoring existing investment managers 

and withdrawing from investment managers, taking input from the Investment Consultant. 

Monitoring is undertaken on a regular basis and is documented periodically. The Trustees have an 

appointed investment sub-committee who take responsibility for overseeing the Fund’s 

investments and advising the Trustee Board thereon. 

 

9.6. The Trustees do not explicitly consult members when making investment decisions, but the 

Trustees regularly update members via newsletters. If any members were to contact the Trustees 

to provide their views on financial and non-financial matters, the Trustees will review these with 

due consideration. Unless a non-financial consideration is raised by a member of the Fund, it is 

the Trustees’ standard policy to only take financial matters into account when making decisions 

regarding investments. 

 

10. Investment Manager Arrangements 

Aligning manager appointments with investment strategy 
 

10.1. Additional investment managers will be appointed based on their capabilities and, therefore, 
their perceived likelihood of achieving the expected return and risk characteristics required for 
the asset class for which they are selected.  
 

10.2. For future manager appointments, the Trustees will seek guidance from the investment 
consultant for their forward-looking assessment of a manager’s ability to achieve their objectives 
over a full market cycle. This view will be based on the consultant’s assessment of the manager’s 
idea generation, portfolio construction, implementation, and business management. 

 

10.3. If the investment objective for a particular manager changes, the Trustees will review the 
appointment to ensure it remains appropriate and consistent with the Trustees’ wider 
investment objectives. Some appointments are actively managed, and the managers are 
incentivised through remuneration and performance targets (an appointment will be reviewed 
following periods of sustained underperformance or significant outperformance). 
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10.4. Some of the Fund’s investments are managed on a segregated basis, and the Trustees have 
specified criteria in the investment manager agreement for the manager to be in line with the 
Trustees’ specific investment requirements.   

 

10.5. Some of the Fund’s investments are made through pooled investment vehicles. Where this 
applies, the Trustees accept that they have no ability to specify the risk profile and return targets 
of the manager, but appropriate mandates may be selected by the Trustees to align with the 
overall investment strategy. Such issues are taken into consideration when selecting and 
monitoring the manager to align with the overall investment strategy requirements. 

 
Incentivising managers to consider long-term financial and non-financial performance 

 
10.6 The investment managers provide regular stewardship monitoring reports where applicable to 

their mandate, which include details of voting and engagement activities. The Trustees will 

review these reports at least annually and can challenge the managers’ decisions to ensure the 

managers are considering long-term financial and non-financial performance. 

Evaluating manager performance and remuneration 
 
10.7. The Trustees receive performance reports from the investment consultant on a quarterly basis, 

which present performance information over various time periods. The Trustees review the 
absolute performance, relative performance against a suitable index used as the benchmark, 
and against the managers’ stated target performance (over the relevant time period). The 
Trustees’ focus is on long-term performance but may engage in discussions with the managers 
if there are any short-term performance concerns. 
 

10.8. The managers are remunerated by way of a fee calculated as a percentage of assets under 
management. 

 
Portfolio turnover costs 

10.9. The Trustees receive MiFID II reporting from their investment managers but do not analyse the 
information. However, the Trustees will continue to monitor industry improvements concerning 
the reporting of portfolio turnover costs. In future, the Trustees may explicitly ask managers to 
report on portfolio turnover costs. 

 
Duration of the arrangement with the managers 
 
10.10. The Trustees are long-term investors and therefore are not looking to change the investment 

arrangements on a frequent basis. There is no set duration for the manager appointments. The 
Trustees will retain an investment manager unless: 

 
a. There is a change to the overall investment strategy that no longer requires exposure 

to that asset class; or 
b. The manager appointment is reviewed, and the Trustees have decided to terminate 

the mandate. 
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11. Compliance with this Statement  

11.1. The Trustees will monitor compliance with this Statement annually. In line with the 

Occupational Pension (Investment) Regulations (2005), the Trustees are required to review the 

Statement at least every three years. 

 

11.2. The Trustees will review this Statement in response to any material changes to any aspects of 

the Fund, its liabilities, finances, and the attitude to risk of the Trustees and the Company which 

they judge to have a bearing on the stated Investment Policy. 

 

 

Signed: 

Director, on behalf of the Ecclesiastical Insurance Office plc Staff Retirement Benefit Fund 

Date: 

 

 

 

Signed: 

Director, on behalf of Ecclesiastical Insurance Office plc 

Date: 
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Appendix Note on investment policy of the Fund 

Notes on investment policy of the Fund in relation to the current Statement of Investment Principles 

dated August 2023. 

 

A. Investment Strategy 

The Fund has a strategic asset allocation with both EdenTree Investment Management ("EdenTree") 

and Insight Investment ("Insight"), as set out below. This has been agreed after considering the Fund's 

liability profile, funding position, expected return of the various asset classes and the need for 

diversification. 

Rebalancing 

The Trustees recognise that the asset allocation of investments in different asset classes will vary over 

time as a result of market movements. The Trustees seek to maintain a balance between maintaining 

the asset allocation in line with its benchmark and limiting the costs of rebalances. 

  

Target Allocations 

The Fund rebalances the assets it holds with EdenTree when necessary, using the control ranges 

detailed in the table: 

Asset Class Total Fund  
Allocation 1 

EdenTree Allocation 
(ex-LDI) 1 

EdenTree Control 
Range (ex-LDI) 2 

UK Equity 7.8% 9.25% 7.0 - 11.0% 

Overseas Equity 14.5% 17.25% 14.5 – 20.0% (a) 

Total Equity 22.3% 26.50% 21.5 - 31.0% 

Listed Infrastructure 5.3% 6.25% 3.8 - 8.8% 

Property 10.5% 12.50% 10.0 - 15.0% (b) 

Bonds 40.9% 48.50% 41.0 - 56.0% (c) 

LDI 15.7% - - 

Cash 5.3% 6.25% 3.8 - 8.8% 

Total 100.0% 100.00%  
1 The asset allocation shown is based on the position as at 31 December 2022. There is no formal rebalancing between the EdenTree and LDI 

portfolios, so these allocations will change over time in line with markets movements.  
2Movement outside these control ranges requires the authorisation of the Trustees. The control ranges given take into account the assets 

held with lnsight Investment. 

 

Notes on allocation 

a. For the overseas equity allocation, approximately 75% of the investment in overseas currency is 

hedged. 

 

b. The property ranges are for monitoring purposes only. No immediate action will be needed if the 

allocation goes outside the range, but the Trustees will be notified as part of regular reporting. 

 

c. If the allocation to a particular asset class rises above the range set out as a result of movements 

in other parts of the portfolio (e.g., a fall in equity values resulting in the bond portfolio breaching 

its upper range), the Trustees would not expect the manager to be forced to sell down other assets 

to address the breach. Hence the upper limit can therefore be described as a soft limit. 
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d. As part of the Fund’s overall investment policy, the Trustees have adopted a Sustainable and 

Responsible Investment Policy, which includes an ‘absence of harm’ screening process, excluding 

companies whose activities may be inconsistent with the wider values of the Fund’s beneficiaries. 

Therefore, the Trustees have determined to avoid investment in companies that are wholly or mainly 

involved in: 

 the manufacture or production of alcohol; 

 gambling, pornographic and violent material; 

 strategic weapons (including indiscriminate weaponry);  

 tobacco; and  

 fossil fuel exploration and production and thermal coal, where ‘wholly or mainly’ is taken to 

mean no more than 10% of corporate turnover. 

The only exception to this rule is in the case of indiscriminate weaponry where the Fund will take a 

‘nil exposure’ approach. EdenTree will also apply a proprietary Oppressive Regimes screen in respect 

of identifying country human rights risk. 

In addition, an ESG risk overlay is applied by EdenTree that considers how companies manage ESG risk 

in the areas of business ethics, community, corporate governance, employment & labour, 

environment & climate change and human rights.  

EdenTree also apply a discretionary thematic strand that seeks to have a positive impact. EdenTree 

invests globally across the equity and fixed interest markets and will look positively on investment in 

the areas of education, health and wellbeing, social infrastructure and sustainable solutions, and 

where there is also a compelling investment case. EdenTree will also seek to engage proactively on 

ESG issues including, for instance, climate change, human and labour rights (including Modern 

Slavery), business ethics and corporate governance.  

As well as excluding fossil fuel exploration and production from their portfolios, the Trustees also seek 

to monitor the overall carbon profile and intensity of companies within their portfolios. EdenTree are 

expected to engage with the highest emitters, and to urge the setting of science-based targets aligned 

with the Paris Agreement. Under the positive impact approach, EdenTree will also seek opportunities 

to invest in areas that are leading the transition to a low carbon economy and where these meet 

robust investment criteria. 

EdenTree is responsible for ensuring that ethical guidelines issued by the Trustees from time to time 

are followed in assessing the suitability of Fund investments. 

Insight Investment 

The Trustees have appointed Insight Investment to run a Liability Driven Investment ("LDI") portfolio 

on behalf of the Fund. 

The LDI portfolio is in place to generate exposure to interest rates and inflation in order to match a 

proportion of the exposure of the liabilities to these two factors. The Trustees have agreed that the 

amount held in the LDI portfolio should aim to hedge 75% of the Scheme's exposure to interest rates 

and inflation, valued on a gilts + 0.5% p.a. liability basis. 

The exact amount required by Insight in order to implement this level of hedging will depend upon 

market conditions at the time of the switches and will vary from time to time with market conditions. 
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There is an agreement in place for when additional funds are required to maintain hedging levels to 

be transferred from the EdenTree portfolio to Insight. 

The Trustees will formally review the LDI portfolio structure hedging levels, and the size of potential 

cash calls that may arise, periodically to ensure they remain appropriate. 

 

B. Investments and disinvestments 

Investments and disinvestments are made from the EdenTree portfolio, and the assets bought and 

sold are left to the discretion of EdenTree. 

 

C. Custodian arrangements 

The Fund currently uses the Bank of New York as Custodian for the assets managed by EdenTree. The 

Trustees have a written agreement in place with BNY to provide Custodian services to the Fund. 

The Fund’s assets managed by Insight are held within pooled funds. Insight has appointed Northern 

Trust Fiduciary Services (Ireland) Limited as the custodian. 

 

D. AVC Arrangements 

During 2022, the Trustee completed a bulk transfer of all Scheme AVC assets to individual insurance 

policies held in each member’s name. This enhanced the investment options and flexibility for those 

members and reduced the ongoing governance responsibility of the Trustee. 
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