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Robust Governance Helps to 
Achieve Good Member Outcomes
From the very first day a member starts contributing to 
their pension, through to the day they retire and beyond, 
the asset allocation of the Timewise Funds is managed to 
be responsive to market conditions. Our goal is to help 
support members for the duration of their retirement 
savings journey.

The annual review forms part of this process and this 
document outlines the findings and conclusions of this 
year’s assessment.

Design and oversight of the Timewise Funds are the 
responsibility of the European Defined Contribution 
Investment Group. This group is comprised of investors 
with a diverse set of experiences and views, including 
members from both our Global DC Team and our 
Investment Solutions Group. The group assessed a 
wide range of portfolios as part of the annual review 
in order to reach the most suitable glide path.

Scope of the 2018 Review
The Timewise glide path review covered two key areas:

1. Objective — is the objective still consistent with 
member needs and behaviour?

2. Investment Strategy — can we improve the 
investment strategy?

In the 2018 review, we concluded that the 
current Timewise glide path continues to 
reflect our best thinking for DC defaults.

1. OBJECTIVE
Our ongoing research has confirmed that the current 
Timewise objective remains appropriate. Two key 
research inputs into the 2018 Review were:

The FCA Retirement Outcomes Review
The FCA Retirement Outcomes Review published in 2017 
showed that members are continuing to utilise a range of 
options at retirement and demand has settled down for 
cash lump sums since the beginning of the pensions 
reforms. (ABI Pension Freedom Statistics (15/08/2016)1 

SSGA Global Retirement Reality Report
Over the course of this year, we will be sharing results 
from our 2018 Global Retirement Reality Report. This 
research generated a plethora of findings, one of which 
was how the members surveyed in the UK are using their 
retirement savings2:

• 31% are using income drawdown
• 14% took it as cash
• 34% bought an annuity
• 4% are taking lump sums flexibly
• 16% haven’t used it yet

In addition, our previous research found that 46% 
of members will only know how they will access their 
retirement savings within two years of retirement3.

Our findings continue to support the current Timewise 
objective of balancing capital growth with capital 
preservation and the single glide path approach, which 
gives members flexibility to do what they want with their 
savings at a time that suits them.

Increased Smart Beta
The allocation to Smart Beta increased across the glide 
path. This was funded by reducing the allocation to the 
Dynamic Diversified Fund (DDF) and market cap 
weighted equities.

Evolving Volatility Management
The way Target Volatility Triggers (TVT) are used 
to manage risk for members changed. Instead of applying 
TVT to market cap equities across the entire glide path, it 
is introduced on the equity portfolio for members within 
20 years of their target retirement date.

RECAP OF CHANGES IN 2017 ESG IN TIMEWISE

1  ABI Pension Freedoms Statistics – One Year on Factsheet. https://abi.org.uk/news/news-articles/2016/08/abi-pension-freedom-statistics-factsheet-april-2015-april-2016/). 2 State Street 
Global Advisors Global Retirement Reality Report 2018. 3 SSGA UK DC Survey, by TRC, August 2014. Partnered with TRC Market Research, an independent marketing research firm located in 
suburban Philadelphia, 8-minute online survey in August 2014.

In recent years, we have seen a growing trend of DC schemes 
looking to incorporate Environmental, Social 
and Governance (ESG) considerations. This follows the 
introduction of the Pensions Regulator’s new code of practice. 
There is also a growing consensus that ESG integration is not 
value-destroying. It may even mitigate intensifying ESG risks 
including climate change.

So far, DC schemes have focused on seeking disclosure 
from their existing managers of how they are voting and 
engaging with the companies they invest in. Timewise 
benefits from State Street Global Advisors’ active 
ownership across all asset classes. ESG issues are 
fundamental to our proxy voting and company 
engagement efforts, particularly through our 
indexed strategies such as those within Timewise.
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Review of the 
growth components
The growth components currently 
used in the glide path reflect our 
best thinking for DC defaults and 
aim to protect members from 
shortfall risk. We believe the use of 
Global Equites, Smart Beta and the 
Dynamic Diversified Fund will be 
effective in meeting this goal. 

New Timewise Target Retirement Fund Glide Path

Review of the glide 
path shape
We tested three scenarios with 
regards to the glide path shape:

1. Introducing Target Volatility 
Triggers at a later stage in the 
glide path 

2. Reducing the allocation to the 
Dynamic Diversified Fund 

3. Increasing the allocation to High 
Yield and Emerging Market Debt 
throughout the glide path

The Defined Contribution 
Investment Group assessed 
expected member outcomes under 
these scenarios and concluded that 
the current glide path shape reflects 
our best thinking for DC defaults.

Review of the  
fixed income components
The allocation to traditional fixed 
income asset classes, including 
corporate and government bond 
funds, remains appropriate. This 
allocation is balanced alongside the 
growth components at the point of 
retirement in order to be robust to 
the uncertainty that members face 
around when they will retire and how 
they will access their funds. 

We assessed the use of hard 
currency emerging market debt as a 
complementary exposure to local 
currency emerging market debt. 
However, we noted a modest increase 
in the maximum drawdown if hard 
currency emerging market debt was 
to be introduced.

Dynamic Diversified Fund to create a 
smoother journey for members
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2. INVESTMENT STRATEGY 
We structured the 2018 Review of the investment strategy in three parts, and within these areas, we asked 
ourselves: Are the allocations to the existing components still appropriate? Are there any new components that 
we should consider?

(A) (B) (C)
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Investing involves risk including the risk of loss of principal. 

Investing in the Managed Pension Fund is effected by means of an insurance policy written 
by Managed Pension Funds Limited, a member of the State Street group of companies. This 
document should not be construed as an invitation or inducement to engage in investment 
activity. The Managed Pension Fund is available to pension schemes (including overseas 
schemes) registered with HM Revenue and Customs for the purposes of Chapter 2 of Part IV 
of the Finance Act 2004. This document should therefore only be circulated to the Trustees 
of such schemes and their advisers who are deemed to be professional persons (this 
includes professional clients and eligible counterparties as defined by the Financial Conduct 
Authority). It should not be circulated to or relied upon by any other persons. In particular 
scheme members should consult with their employer or scheme trustee. Please note that 
neither State Street Global Advisors Limited or Managed Pension Funds Limited offer 
actuarial services and any investment service undertaken by those firms with an objective 
of matching projected pension fund liabilities does not include, or take responsibility for, the 
calculation of projected liabilities. Any illustrations exclude the impact of fees, and actual 
investment returns may differ from projected cashflows, these projected cashflows are not 
projections of any future benefit payable under a specific policy. 

The information provided does not constitute investment advice as such term is defined 
under the Markets in Financial Instruments Directive (2014/65/EU) and it should not be relied 
on as such. It should not be considered a solicitation to buy or an offer to sell any investment. 
It does not take into account any investor’s or potential investor’s particular investment 
objectives, strategies, tax status, risk appetite or investment horizon. If you require investment 
advice you should consult your tax and financial or other professional advisor. All material has 
been obtained from sources believed to be reliable. There is no representation or warranty as 
to the accuracy of the information and State Street shall have no liability for decisions based 
on such information.

This document should be read in conjunction with its Supplemental/Policy 
Document. All transactions should be based on the latest available Strategy 
Disclosure/Supplemental/Policy Document which contains more information 
regarding the charges, expenses and risks involved in your investment.

All transactions should be based on these documents which contain more information regarding 
the charges, expenses and risks involved in investing in the Timewise Target Retirement Funds. 

Equity securities may fluctuate in value in response to the activities of individual companies 
and general market and economic conditions. 

Diversification does not ensure a profit or guarantee against loss. 

Asset Allocation is a method of diversification which positions assets among major 
investment categories. Asset Allocation may be used in an effort to manage risk and 
enhance returns. It does not, however, guarantee a profit or protect against loss. 

International Government bonds and corporate bonds generally have more moderate short-
term price fluctuations than stocks, but provide lower potential long-term returns. 

This communication is directed at professional clients (this includes eligible counterparties as 
defined by the Central Bank of Ireland (CBI) and Financial Conduct Authority (FCA)) who are 
deemed both knowledgeable and experienced in matters relating to investments. The products 
and services to which this communication relates are only available to such persons and 
persons of any other description (including retail clients) should not rely on this communication. 

Bonds generally present less short-term risk and volatility than stocks, but contain interest 
rate risk (as interest rates rise bond values and yields usually fall); issuer default risk; 
issuer credit risk; liquidity risk; and inflation risk. These effects are usually pronounced 
for longer-term securities. Any fixed income security sold or redeemed prior to maturity 
may be subject to a substantial gain or loss. Assumptions and forecasts used by SSGA in 
developing the Portfolio’s asset allocation glide path may not be in line with future capital 
market returns and participant savings activities, which could result in losses near, at or 
after the target date year or could result in the Portfolio not providing adequate income at 
and through retirement. 

Investing in foreign domiciled securities may involve risk of capital loss from unfavourable 
fluctuation in currency values, withholding taxes, from differences in generally accepted 
accounting principles or from economic or political instability in other nations. Investments 
in emerging or developing markets may be more volatile and less liquid than investing in 
developed markets and may involve exposure to economic structures that are generally less 
diverse and mature and to political systems which have less stability than those of more 
developed countries. 

Previous to 30 June 2015 this was an Exempt Unit Trust and the fund was known as SSGA 
Exempt Unit Trust. 

The whole or any part of this work may not be reproduced, copied or transmitted or any of 
its contents disclosed to third parties without SSGA’s express written consent. A Smart 
Beta strategy does not seek to replicate the performance of a specified cap-weighted index 
and as such may underperform such an index. The factors to which a Smart Beta strategy 
seeks to deliver exposure may themselves undergo cyclical performance. As such, a Smart 
Beta strategy may underperform the market or other Smart Beta strategies exposed to 
similar or other targeted factors. In fact, we believe that factor premia accrue over the long 
term (5–10 years), and investors must keep that long time horizon in mind when investing. 

Investing in high yield fixed income securities, otherwise known as junk bonds, is considered 
speculative and involves greater risk of loss of principal and interest than investing in 
investment grade fixed income securities. These Lower-quality debt securities involve greater 
risk of default or price changes due to potential changes in the credit quality of the issuer.

Timewise Target Retirement Funds are designed for investors expecting to retire 
around the year indicated in each fund’s name. When choosing a Fund, investors should 
consider whether they anticipate retiring significantly earlier or later than age 65 even 
if such investors retire on or near a fund’s approximate target date. There may be other 
considerations relevant to fund selection and investors should select the fund that best 
meets their individual circumstances and investment goals. The funds’ asset allocation 
strategy becomes increasingly conservative as it approaches the target date and beyond. 
The investment risks of each Fund change over time as its asset allocation changes.

Volatility management techniques may result in periods of loss and underperformance, may 
limit the Fund’s ability to participate in rising markets and may increase transaction costs.

State Street Global Advisors is the investment management business of State Street 
Corporation (NYSE: STT), one of the world’s leading providers of financial services to 
institutional investors.

The information contained in this communication is not a research 
recommendation or ‘investment research’ and is classified as a ‘Marketing 
Communication’ in accordance with the Markets in Financial Instruments 
Directive (2014/65/EU) or applicable Swiss regulation. This means that this 
marketing communication (a) has not been prepared in accordance with 
legal requirements designed to promote the independence of investment 
research (b) is not subject to any prohibition on dealing ahead of the 
dissemination of investment research.  

© 2018 State Street Corporation. All Rights Reserved.
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For any further information about these changes or 
to find more about Timewise please email us at 
ukdc@ssga.com or visit ssga.com/ukdc.

http://ssga.com
http://ssga.com
http://ssga.com/ukdc

