THE EUROPE ARAB BANK PLC PENSION SCHEME ("the Scheme")
ANNUAL GOVERNANCE STATEMENT FOR THE SCHEME YEAR ENDING
31 DECEMBER 2018
PREPARED IN ACCORDANCE WITH REGULATION 23 OF THE OCCUPATIONAL PENSION SCHEMES
(ADMINISTRATION) REGULATIONS 1996, AS AMENDED (THE "REGULATIONS")

1. DEFAULT ARRANGEMENT- Reg 23(1)(a)
A copy of the Statement of Investment Principles-Defined Contribution Section, prepared in
accordance with Regulation 2A of the Occupational Pensions Schemes (Investment) Regulations
2005 is attached.
The Trustees have appointed Aon Hewitt Limited to provide them with investment advice and a
comprehensive investment strategy review was last completed in July 2017. This took into account
the Scheme's membership profile and the needs of Scheme members, as well as consideration of
expected member outcomes at retirement and associated risks.
As a result of the review, significant strategy changes were implemented during July 2017, with the
aim of making sure that the design is as contemporary as is possible and that. the default
arrangement is designed in the members' best interests post the Freedom and Choice reforms
allowing members, from April 2015, much more flexibility over how they take their benefits. The
relevant scheme documentation has been updated to accurately reflect the latest strategy. The
investment performance of the Scheme's funds continues to be regularly monitored by the Trustees,
taking advice from Aon Hewitt Limited as appropriate.
To help prepare for the investment review, the Trustees sought the views of the scheme
membership by issuing a member questionnaire and then subsequently issued a warm-up letter to
advise them of the proposed investment strategy changes and how this would impact them. In
addition, member presentations and Q&A sessions were held in May 2017.
Summary of the changes to the investment strategy in 2017:

•

The Trustees changed the default strategy to a new lifestyle option called the Flexible
Income Lifestyle. The aim and objective of the new lifestyle option is to be more suitable
for members who wish to use flexible drawdown to take their retirement savings in the
form of regular payments or a series of ad-hoe lump sums;

•

Introduced an additional lifestyle option called the Annuity Lifestyle, which aims to be
suitable for members who wish to purchase an annuity at retirement. The previous annuity
lifestyle was closed as part of the strategy changes.

•

Updated the existing Self-Select fund range, including introducing a number of completely
new options, providing members with greater flexibility to meet their needs.

Detailed reporting has been agreed with Aon to closely monitor that fund performance is consistent
with the aim and objective of the default fund.
The next default investment strategy review is due to take place within three years of July 2017, or
without delay following any significant change in member policy or the membership profile.
The Scheme provides a range of high quality investment funds which are aligned with the new
flexibilities available to members at retirement.
Flexible Income Lifestyle Option - New Default arrangement
In 2017, the default fund was updated to the Flexible Income Lifestyle option. This works on the
principle that at retirement members will use flexible income "drawdown" to draw income at
retirement. This could be through a maximum of five cash lump sum withdrawals while remaining
invested in the Scheme, or by transferring their pensions savings to a specialist income drawdown
arrangement outside of the Scheme to give even more flexibility.
Each withdrawal will be subject to a 25% tax-free element (under current laws).
How it works

Up until 15 years before a member's retirement date, their savings are invested in funds which aim
to deliver long-term growth (i.e. equities). After that time, their savings are gradually moved into a
mix of bonds and multi asset growth funds, with a portion remaining in equities.
Once a member reaches their retirement date, tlheir savings are invested in a broad mix of higher
and lower risk funds. This is to try and achieve a balance of growth versus security.
The chart below illustrates how funds will be invested in the Flexible Income Lifestyle option:
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Years before reeirement

• Passive Global Equity Fund
• Corporate Bond Fund
■Cash Fund

Multi Asset Growth Fund
■Government Bond Fund (Index Linked) Fund

It is recognised that some members will wish to pursue annuity purchase at retirement and so an
Annuity Lifestyle Option is also available, as well as the option to Self-Select their investment
options. However, unless a member specifically requests to opt-in to the Annuity Lifestyle or Self
Select options, their contributions will be invested in line with the default arrangement (the 'Flexible
Income Lifestyle Option').

The Trustees carried out an Annual Investment Review with the assistance of Aon on 5 November
2018. This concluded that no changes were required to any of the available fund choices or the
current default options. The Trustees will continue to monitor the performance of all funds and take
relevant investment advice where necessary from Aon.

2. CORE FINANCIAL TRANSACTIONS - Reg 23(1)(b)
The Trustees have a specific duty to ensure that core financial transactions (including the investment
of contributions, transfers of member assets into and out of the Scheme, transfers between
different investments within the Scheme and payments to and in respect of members) relating to
the DC section are processed promptly and accurately.
These transactions continue to be undertaken on the Trustees' behalf by the Scheme Administrator,
JLT Employee Benefits (a trading name of JLT Benefit Solutions Limited) and its investment manager,
Legal & General Assurance (Pensions Management) Limited. The Trustees have reviewed the
processes and controls implemented by these organisations, and maintain the view that they are
suitably designed to achieve these objectives. The Trustees have also agreed service levels, and
reporting of performance against those service levels via regular administration reports, and during
the year ending 31 December 2018 the performance levels were 98% when compared with the
agreed levels of service. The Trustees also regularly review the methods and efficiency of the
Scheme's Administrators and challenge them as necessary. In addition, JLT Employee Benefits has
commissioned KPMG to independently test their internal controls and procedures to ensure that
they meet industry standards, and a copy of the KPMG report has been reviewed by the Trustees.
For the year to 31 December 2018, the Trustees consider that the requirements for processing core
financial transactions specified in the Regulations have been met.

3. CHARGES AND TRANSACTION COSTS - Reg 23(1}(c)
The Trustees regularly monitor and explain the fund charges paid by members. These charges
comprise:
•

explicit charges, such as the Annual Management Charge (AMC), and additional expenses
that are disclosed by the fund managers as part of the Total Expense Ratio (TER); and

•

implicit charges, such as the transaction costs borne within the fund for activities such as
buying and selling of particular securities within the fund's portfolio.

There are other non-investment related costs which are not charged to members, such as
administration, communication and adviser costs.

Charges

As mentioned above, investment strategy changes were implemented in 2017. The following table
sets out the current fund charges:
Scheme fund name

Underlying funds

Passive Global Equity
Fund

LGIM World Equity Index
LGIM RAFI 3000 Equity Index
LGIM Minimum Volatility Index
LGIM World Emerging Markets Equity Index
LGIM Passive UK Equity Index

Passive UK Equity Fund
Ethical Global Equity
Fund
Shariah Compliant
Global Equity Fund
Multi Asset Growth
Fund
Government Bond
(Index Linked} Fund
Corporate Bond Fund
Cash Fund

Total
Expense
Ratio p.a.

Included in
default
arrangement

0.28%

✓

0.13%

LGIM Ethical Global Equity Index

0.30%

HSBC Amanah Global Equity Index

0.35%

Schroder Dynamic Multi Asset Fund

0.45%

✓

LGIM Over 5 Yr Index-Linked Gilt Index

0.10%

✓

LGIM Investment Grade Over 15 Year
LGIM Cash Fund

0.15%
0.126%

✓
✓

There is no up-front administration charge to members for carrying out a switch between funds,
however there may be implicit transaction costs incurred by switching.
It should also be re-emphasised that the Scheme is a Qualifying Workplace Pension Scheme for Auto
Enrolment purposes. As such, the default lifestyle strategy is subject to the Statutory Charge Cap of
0.75% per annum, and remained well below this cap throughout the year.
Transaction Costs

Transaction costs are costs which are incurred within the day to day management of the assets by
the fund manager. This covers such things as the cost of buying and selling securities within the
fund. Transaction costs are incurred on an on-going basis and are implicit within the performance of
the fund.
The Financial Conduct Authority (FCA} rules on disclosure for transaction costs in a standard form
came into effect for investment managers on 3 January 2018.
The transaction costs shown below are calculated using the standardised method set by the FCA. As
defined by the FCA, explicit transaction costs are the costs that are directly charged to or paid by the
fund and may include taxes and levies (such as stamp duty), broker commissions (fees charged by
the executing broker in order to buy and sell investments) and costs of borrowing or lending
securities.
Implicit transaction costs are calculated as the difference between the actual price paid (execution
price) and the quoted 'mid-market price' at the time the order was placed (arrival price). This
method, although reasonable if observed over a long period of time, can result in a volatile measure

from one year to another and can even result in profit, known as 'negative costs'. This can happen,
for example when buying an asset, if the actual price paid ends up being lower than the mid-market
price at the time of placing the order, because something has happened in the market that pushes
the price of the asset down - such as some negative publicity or a big sell order by someone else.
The transaction costs, as shown in the table below, have been calculated and provided by Legal and
General Investment Management.

Scheme fund name

Passive Global Equity
Fund

Transaction Costs

Underlying funds

LGIM World Equity Index
LGIM RAFI 3000 Equity Index
LGIM Minimum Volatility Index
LGIM World Emerging Markets Equity Index
LGIM Passive UK Equity Index

Passive UK Equity Fund
Ethical Global Equity
LGIM Ethical Global Equity Index
Fund
Compliant
Shariah
HSBC Amanah Global Equity Index
Global Equity Fund
Multi Asset Growth
Schroder Dynamic Multi Asset Fund
Fund
Bond
Government
LGIM Over 5 Yr Index-Linked Gilt Index
(index Linked) Fund
LGIM Investment Grade Over 15 Year
Corporate Bond Fund
LGIM Cash Fund
Cash Fund

0.04%
-0.01%
0.01%
0.03%
0.28%
0.05%
-0.08%
0.00%

Cumulative effect of charges
The tables below illustrate the effect of the costs and charges at different ages on members'
projected retirement pots for a "Young" member and a "Typical" member invested in the default
lifestyle strategy:
Illustrations for a "Young" member
Default Strategy
Age

Estimated fund value before
charges(£)

Estimated fund value after
charges(£)

Effect of charges (£)

25

4,863

4,853

10

30

23,586

23,355

231

35

47,846

46,990

856

40

81,310

79,224

2,086

45

123,337

119,132

4,205

50

179,070

171,482

7,588

55

242,394

229,814

12,580

60

305,546

286,741

18,805

65

362,200

337,026

25,174

Illustrations for a "Typical" member
Default Strategy
Age

Estimated fund value before
charges(£)

Estimated fund value after
charges(£)

Effect of charges(£)

45

106,541

105,983

558

50

208,436

205,227

3,209

55

328,275

319,936

8,339

60

459,631

443,545

16,086

65

586,323

561,262

25,061

Assumptions
The above illustrations have been produced for a "Typical" member and a "Young" member of the Scheme
based on the Scheme's membership data. The illustrations assume the member's asset allocation remains
fully invested in the current default strategy. The results are presented in real terms, i.e. in today's
money.
Age

•
•

"Young" member

24

"Typical" member

43

Scheme Retirement Age

65

Starting Pot Size

•
•

"Young" member

£2,000

"Typical" member

£75,000

Current Salary

•
•

"Young" member

£25,000

"Typical" member

£80,000

Inflation

2.5% p.a.

Real Salary growth

0.5% p.a.

Employer annual contributions

In line with age-related structure plus 3% p.a.
matching contribution

Employee annual contributions

3% p.a.

Expected future returns on investment:

•

Default Strategy
0

Passive Global Equity Fund

7.0% p.a.

0

Multi-Asset Growth Fund

5.5% p.a.

0

Corporate Bond Fund

1.5% p.a.

0

Government Bond (Index Linked) Fund

0.8% p.a.

0

Cash Fund

1.5% p.a.

Value for Members
The Trustees have undertaken a detailed assessment of the extent to which the charges and
transaction costs set out above represent good value for members. In making this assessment the
Trustees have adopted the same "Value for Members" framework as used in the 31 December 2017
year end statement. This framework identifies a need to focus on Quality; Risk; Relevance; and
Cost. In analysing the value for members of the Scheme's investment options the Trustees
acknowledge the following:
•
•
•
•
•
•
•
•

value is more than just cost;
assessing Quality needs to consider all elements that can materially impact member
outcomes;
assessing Relevance needs to consider the needs of the member base and to the extent to
which these are reflected in any member feedback;
assessing Cost is primarily a relative assessment, with research and judgement required to
assess what are equivalent parameters to use;
value for members is forward looking and can change over time;
value for members is primarily concerned with anticipated outcomes at retirement;
cross-subsidies inevitably exist and
members' interests include the stability and ongoing existence of the provider.

The Trustees carried out an Annual Investment Review with the assistance of Aon on 5 November
2018 and concluded that the fund charges were within the expected range. The Trustees have a
good understanding of the membership demographics of the Scheme and as such have a view as to
what good member outcomes should look like for the Scheme's members in aggregate. With this in
mind, the Trustees have assessed the fees disclo-sed above and they are satisfied that they have
negotiated a good deal for members and that the stated charges for the Scheme's funds represent
good value for members. This is in the context of the outcomes targeted by such funds and the
current market rates for similar investments levied on members of schemes with a similar
membership profile. Aon will, however, continue to discuss any scope for fee discounts with Legal &
General.
In conclusion, the Trustees are of the opinion that the Scheme has provided, and has the capacity to
continue to provide, good value for members.

4. TRUSTEE KNOWLEDGE AND UNDERSTANDING - Reg 23(1)(d)
The requirements under sections 247 and 248 of the Pensions Act 2004 (requirement for knowledge
and understanding - individual and corporate trustees) have been met during the Scheme year by a
continuous process of relevant on-the-job training. The Trustee board is chaired by a knowledgeable
and experienced professional independent trustee and all the trustees have successfully completed
all relevant modules of the Pensions Regulator's Trustee Toolkit.
The Trustees reviewed the Statement of Investment Principles (SIP) for the DC section in July 2017
and took professional advice from Aon. In conjunction with Aon, the Trustees further reviewed the
SIP during 2018 and will update this by 1 October 2019 in line with new investment regulations
introduced by the Department for Work and Pensions. This will take into account all financially
material considerations (including but not limited to Environmental, Social and Governance (ESG)
factors). A copy of the updated document will be appended to the 31 December 2019 scheme
accounts and will also be published on a publicly available website. As a result, the Trustees feel
that they have a strong understanding of the DC Section SIP.

The November 2018 Annual Investment Review covered, amongst other things, a review of the
ongoing suitability of the existing fund range offered by the Scheme, member outcomes monitoring
and a review of the Fund charges.
The Trustees maintain and regularly review their DC Governance checklist at Trustee meetings. This
has helped to identify the need for a Trustees' Succession Plan, which was implemented in 2018.
This includes an Induction Plan for new Trustees {of which there were none during the year).
A Governance Report and Business Plan is also maintained by the Trustees, which records all of the
Trustees' policies and their Trustee Training Register, and this is reviewed at each Trustees' meeting.
As part of this, the Trustees have developed a Trustee Training plan outlining relevant topics that
they will be addressing in the year and who will be providing the training to them. The Trustees feel
that they have a good working knowledge of the Trust Deed and Rules as a result of the policies that
they have implemented and refer to this key document on a regular basis when discretionary cases
arise. The Trustees also seek advice from their consultants and legal advisers where they feel the
need for clarity on their interpretation of the Scheme Rules. The Trustees are currently receiving
guidance from their legal advisers as part of a consolidation of the Trust Deed and Rules, and the
first training session on this was carried out in November 2018.
The Trustees ensure that they have the knowledge and understanding by having 'Trustee Knowledge
and Understanding' as an agenda item for every Trustees' meeting and, where any specific gaps in
knowledge or understanding are identified, bespoke training is arranged to address this accordingly.
The Trustees have received updates from their advisers at regular Trustees' meetings throughout
the year on relevant topics. These include updates on investment markets, advice on investment
strategy, transaction cost disclosure and SIP requirements, and current pension issues.
The professional independent Trustee maintains a robust record of their Continuous Professional
Development {CPD), which includes many events devoted to DC governance.
Taking account of actions taken individually and as a Trustee body, and the professional advice
available to them, the Trustees consider that they are enabled properly to exercise their duties and
responsibilities as Trustees of the Scheme.
5. NON-AFFILIATION OF TRUSTEES AND MEMBER REPRESENTATION - Reg 26
The Scheme is not constrained by the requirements of regulation 27(2) of the Regulations for the
majority of the Trustees to be non-affiliated as it is not a Master Trust but, as stated, the Board of
the Trustees is chaired by a non-affiliated professional independent trustee.
The Trustees continue to encourage members of the Scheme to make their views on matters
relating to the Scheme. A series of member presentations were carried out during 2017 to make
sure, as far as is possible, that members have all the information they may require to make informed
decisions, as necessary. It is also planned, with the assistance of the Employer, to carry out another
round of member presentations in 2019, and this will be run alongside the introduction of an online
benefits platform.

6. GOVERNANCE STATEMENT
As Trustees, we have reviewed and assessed our systems, processes and controls across key
governance functions and we are satisfied that these are consistent with those set out in the
Pensions Regulator's:
•
•

Code of Practice 13: Governance and administration of occupational trust-based schemes
providing money purchase benefits
Regulatory guidance for defined contribution schemes

Based on our assessment we believe that we have adopted the standards of practice set out in the
DC code and DC regulatory guidance. These help demonstrate the robust administration processes
and investment governance required to achieve good outcomes for members.
Signed for and on behalf of the Trustees of the Europe Arab Bank Pie Pension Scheme by

2.:.1±:.,.±"· .t�....................

Date........

Roger Mattingly, Ross Trustees Services Limited - Chairman of the Trustees

Europe Arab Bank pie Pension Scheme
Statement of Investment Principles
Defined Contribution Section
July 2017

2 Investment Objectives
The Trustees aim to provide suitable Investment options that are aligned to the needs of their members. The
Trustees have taken Into account members' circumstances, In particular the expected range of members'
attitudes to risk and term to retirement.
The Trustees recognise that in a defined contribution anangement, members assume the investment risks
themselves. The Trustees further recognise that members are exposed to different types of risk at different
stages of their working lifetimes. Broadly speaking, five main types of Investment risk can be identified, as
noted below:
■

Opportunity cost risk- taking insufficient investment risk when the member can afford to, resulting
In a lower level of retirement savings. This risk is most important when members are younger. Early
career members have longer time horizons and higher levels of human capital which results in the
ability to assume more Investment risk in order to achieve higher expected returns.

■

Inflation risk- the risk that the return on members' Investments does not sufficiently exceed price
Inflation resulting in a loss of purchasing power. This risk Is Important throughout a member's
career. Investment strategies that deliver performance above or In-line with inflation are Important
for members.

■

Capital risk - the risk that the value of Invested capital may decrease significantly. Thls risk Increases
in Importance as retirement savings grow. Mid-career members generally have higher pension
savings and shorter Investment horizons, which results In more of a focus on capital preservation
than solely on maximising investment growth.

■

Market-switching risk- the risk arises if there is to be switching between Investment vehicles. The
risk is that large investment switches are made at one point in time, thereby unnecessarily exposing
members to unfavourable market pricing on a particular day.

■

Mismatch risk -the risk that investments do not move in line with the change In the value of the
expected approach to withdrawing retirement savings. This risk is most Important when members
are approaching retirement.

The Trustees have determined their investment policy 111 such a way as to address the above risks. The
Investment strategy details can be found In Section 4, and further risk considerations are set out In Section 5.
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3 Investment Responsibilities
3.1 Trustees' Duties and Responsibilities
The Trustees are responsible for setting the investment objectives and determining the strategy to achieve the
objectives.
They carry out their duties and fulfil their responsibilities as a single body. The Trustees contribute directly to
the formulation of the Scheme's investment policy and to the monitoring of the Scheme's investment
managers.
The duties and responslblllties of the Trustees include, b'Ut are not limited to, the following tasks and activities:

■

The regular approval of the content of the Statement.

■

The appointment and review of the Investment managers and Investment advisers.

■

The assessment and review of the performance of each investment manager.

■

The setting and review of the investment parameters within which the investment managers can
operate.

■

The assessment of risks at a total scheme level as well as on a manager by manager basis.

■

The assessment of the suitability of investment options, including design of the default strategy.

■

The approval and review of the asset allocatio•n benchmarks for blended fund options.

■

The compliance of the investment arrangements with the principles set out in the Statement.

3.2 Investment Adviser's Duties and Responsibilities
The Trustees have appointed Aon as the Independent investment adviser to the Scheme. Aon provides advice
as and when the Trustees require it, as well as raising any investment-related issues, of which it believes the
Trustees should be aware. Matters on which Aon expects to provide advice to the Trustees include the
following:

■

Setting of investment objectives.

■

Determining investment strategy and asset allocation benchmarks.

■

Determining an appropriate investment structure.

■

Investment manager mandates.

■

Advising on the selection and replacement of investment managers and the fund provider.

The Trustees may seek advice from Aon with regard to investment decisions; however, they recognise that
they retain responsibility for all such decisions.
The Trustees, with advice from Aon, monitor the performance of the Scheme's investment managers against
their benchmarks.
Aon is remunerated primarily on a time-cost basis, although for project work the Trustees may look to agree a
fixed cost in advance. Aon does not receive commission or any other payments in respect of the Scheme that
might affect the Impartiality of their advice. The Trustees believe that this is the most appropriate adviser
remuneration structure for the Scheme.
Eurone Ar�b Bank pie Pension Scheme July 2017 j
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Aon Is authorised and regulated by the Financial Conduct Authority ("FCA").

3.3 Investment Managers' Duties and Responsibilities
The Trustees, after considering appropriate Investment advice, have appointed professional, authorised
investment managers to manage the assets of the Scheme.
The investment mana gers are responsible for all decisions concerning the selection of Individual securities
within the portfolios they manage.
In the case of multi-asset mandates, the investment managers are responsible for all decisions concerning the
allocation to Individual asset classes and changes in the allocations to Individual asset classes.
All of the investment managers engaged by the Trustees are authorised and regulated by the FCA.
The investment managers are remunerated by ad valorem charges based on the value of the assets that they
manage on behalf of the Scheme. The Trustees believe that this is the most appropriate basis for
remunerating managers.

3.4 Summary of Responsibilities
A summary of the responsibilities of all relevant parties In so far as they relate to the Scheme's Investments , is
set out In Appendix 2.
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4 Investment Strategy
4.1 Setting Investment Strategy
The Trustees, with advice from Aon and in consultation with the Sponsoring Employer, completed a formal
review of the investment strategy during early 2017, including the suitability of the default option and self
select funds available. The current strategy was implemented in July 2017.
The Trustees have taken advice to ensure that the lifestyle strategies and self-select fund options are suitable
for the Scheme, taking into account:
• Members' circumstances, In particular the expected range of members' attitudes to risk and term to
retirement
• Liquidity requirements
• The ongoing costs to members
• Any legal requirements and regulatory guidance
• Any restrictions in the Trust Deed.
In particular, the current investment strategy, including the default option, was designed following analysis of
the membership profile of the Scheme. This ana_lysis tool< into account factors such as age, accumulated fund
values and term to retirement, to Identify different types of members and to compare projected outcomes
under alternative Investment strategies.
The Trustees policies in relation to the default option In respect of matters set out in Regulation 2(3) of the
Occupational Pension Schemes (Investment) Regulations 2005, as amended, are those set out elsewhere In
this document.

4.2 Expected return on investments
Over the long-term the Trustees' expectations are:
•

For units representing "growth" assets (UK equities, overseas equities and multi-asset funds) to
achieve a real return (in excess of Inflation) over the long term. The Trustees consider short-term
volatility in equity prices to be acceptable, given the general expectation that over the long-term
equities will outperform the other major asset classes.

•

For units representing monetary assets (UK fixed interest bonds), to achieve a rate of return which Is
expected to be approximately In line with changes in the cost of providing fixed income annuities.

•

For units representing Inflation linked assets (UK Index-linked bonds), to achieve a rate of return
which is expected to be approximately in line with changes In the cost of providing real annuities that
increase in line with inflation;

•

For units representing cash, to protect the capital value of the Investment and achieve a rate of return
in line with money market interest rates.
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4.3

Investment options

The Trustees offer members a choice of two lifestyle strategies, which take Into account the various options
open to members regarding the way In which they choose to draw their benefits in retirement. Members are
also free to choose from a range of self-select fund options. The Trustees have chosen one of the lifestyle
strategies, the 'Flexible Income Lifestyle', as the default option for members.
The funds that are utilised In the lifestyle and self-select range have been designed by the Trustees and "white
labelled" to reduce disruption to members should a change need to be made at manager or strategy level.

4.3.1 Flexible Income Lifestyle (default option)
The Flexible Income lifestyle strategy aims to be suitable for members who plan to access their retirement
benefits via flexible drawdown, which could be through a maximum of five cash lump sum withdrawals while
remaining invested in the Scheme, or by transferring their savings to a specialist income drawdown
arrangement outside of the Scheme.
Up untll 15 years before target retirement date, members' savings are invested in funds which aim to deliver
long-term growth (i.e. equities). After that time, memb,ers' assets are gradually moved into a mix of bonds and
multi asset growth funds, with a portion remaining in equities, aiming to retain some growth potential whilst
also providing protecting the capital value of members' savings. This transition is undertaken over a 15 year
period of time to avoid placing reliance on asset values on any one particular transition date.
The following chart illustrates how members' funds will be Invested under the Flexible Income Lifestyle option:
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Years before retirement
• Passive Global Eqully Fund
• Corporate Bond Fund
■Cash Fund

Multi Asset Growth Fund
• Government Bond Fund (Index Linked) Fund

Note that switches between funds are carried out on a monthly basis. A summary of the underlying funds used
in the Flexible Income Lifestyle strategy and their charges Is Included in Appendix 1.

4.3.2 Annuity Lifestyle
The Annuity Lifestyle strategy Is designed to be suitable for members who, at retirement, will take the
maximum tax-free cash sum (25% of the value of a member's savings under current laws) and use the rest to
buy an annuity.
Up until 15 years before target retirement date, members' savings are Invested in funds which aim to deliver
long-term growth (i.e. equities). After that time, members' savings are gradually moved into a mix of bonds
Europe A, ah flank pie Pension Scheme July 2017 I
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and multi asset growth funds, aiming to retain some growth potential whilst also providing protecting the
capital value of members' savings. Then, from five years up until target retirement date, members' savings are
switched into a mix of bonds and cash, to broadly match annuity prices and protect the value of savings which
may be taken as tax-free cash.
The following chart illustrates how members' funds will be invested under the Annuity Lifestyle option:
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Years before retirement
• Passive Global Equity Fund

• Multi Asset Grow1h Fund

■ Corporate Bond Fund

• Government Bond Fund (Index Linked) Fund

■Cash Fund

Note that switches between funds are carried out on a monthly basis. A summary of the underlying funds used
in the Annuity Lifestyle strategy and their charges is Included in Appendix 1.

4.3.3 Self-select options
The following table outlines the range available to members. Each fund consists of one or more Investments In
pooled investment vehicles operated by underlying investment managers.
A summary of the underlying managers and charges is Included In Appendix 1. Further details are also available
in the fund factsheets produced by the fund provider.

Self-Select

Flexible Income
Lifestyle (Default)

Annuity Lifestyle

Passive Global Equity Fund

✓

✓

✓

Passive UK Equity

✓

X

j(

Ethical Global Equity Fund

✓

X

X

Shariah Compliant Global Equity Fund

✓

j(

,c

Multi Asset Growth Fund

✓

✓

✓

Government Bond Fund (index Linked)

✓

✓

✓

Corporate Bond Fund

✓

✓

✓

Cash Fund

✓

✓

✓

Fund
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4.3.4 AVCs
Any member opting to pay Additional Voluntary Contributions (AVCs) may choose to invest contributions in
any of the options described above.

4.4 Investment Decisions
The Trustees distinguish between three types of decisions: strategic, tactical and security-level.

Strategic Investment Decisions
These decisions are long-term In nature and driven by an understanding of the objectives and needs of the
membership of the Scheme.
The Trustees take all such decisions themselves. They do so after receiving written advice from their
investment adviser and consulting with the Sponsoring Employer. Examples of such decisions and of tasks
relating to the Implementation of these decisions include:
■

Setting investment objectives

■

Determining the range of options available to members

■

Designing the default option and alternative lifestyle option

■

Determining the asset allocation benchmarks and rebalancing policy for blended fund options

Tactical Investment Decisions
These decisions are shorter-term and based on expectations of near-term market movements. Such decisions
may involve deviating temporarily from the strategic as.set allocation and may require the timing of entry Into,
or exit from, an investment market or asset class.
These decisions are the responsibility of the Trustees. However, where such decisions are made within a
pooled fund, they are the responsibility of the investment manager of the fund.

· Stock Selection Decisions
All such decisions are the responsibility of the investment managers of the pooled funds in which the Scheme
is invested.

4.5 Custody of assets
The Scheme's assets are invested wholly via pooled vehicles. Investment in pooled funds gives the Trustee
rights to the cash value of the units rather than to the underlying assets. The underlying investment manager
of each of the pooled funds is ultimately responsible for the appointment and monitoring of the custodian of
the fund's assets.

4.6 Social, Environmental and Ethical Policy
The Trustees are aware of their Investment managers' approaches to social, environmental and ethical factors
with respect to their selection of Investments and are satisfied that they are taking a responsible approach
which is consistent with the long-term financial interests of the Scheme and its members.

Europe l\rab Bank pie Pen�ion Scheme July 20171
lnveslme11l Slral�ey I

/

8

As noted earlier, the Scheme's assets are invested in pooled funds. The Trustees accept the fact that they are
unable to influence the social, environmental and ethical policies and practices of the companies In which their
managers Invest. Accordingly, they have not established any social, environmental and ethical guidelines or
requirements.

4.7 Corporate Governance and Voting Policy
The Trustees have concluded that the decision on how to exercise voting rights should be left with their
investment managers, who will exercise these rights in accordance with their respective published corporate
governance policies. These policies, which are provided to the Trustees from time to time, take Into account
the financial interests of shareholders and should be for the Scheme's benefit.
Where the Trustees are specifically invited to vote on a matter relating to corporate policy, the Trustees will
exercise their right in accordance with what they believe to be the best interests of the majority of the
Scheme's membership.

4.8 Realisation of investments
The investment managers have discretion In the timing of realisation of investments and in considerations
relating to the liquidity of those investments within parameters stipulated in the relevant appointment
documentation.
The Trustees aim to ensure that all Investments in funds made.available to members are sufficiently liquid to
ensure daily pricing of the funds.

4.9 Monitoring of Investment adviser
.The Trustees continually assess and review the performance of their adviser in a qualitative way, and conduct
a formal review at least every three years.
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5 Risk
The Trustees are aware, and seek to take account, of a number of risks In relation to the Scheme's Investments
including, but not limited to, the risks listed below, and those outlined in Section 2.
The Trustees and their investment advisors carry out periodic reviews to ensure the Trustees understand the
extent to which these represent risks to mem!:>ers. Should there be a material change in the Scheme's
circumstances, the Trustees will review whether and to what extent the investment arrangements should be
altered and in particular whether the current risk profil,e remains appropriate.
Under the requirements of the Pensions Act, the Trustees are required to state their policy regarding the ways
In which risks are to be measured and managed. These are set out below.

Manager Risk
■

This Is assessed as the expected deviation of the prospective risk and return, as set out In the
managers' objectives, relative to the Investment policy.

■

It is measured by monitoring the actual deviation of returns relative to the objective and factors
supporting the managers' Investment process, and is managed through regular monitoring and
review. The Trustees provide primarily passive options to reduce the risk of active manager
underperformance.

liquidity Risi<
■

This Is the risk of being forced to sell investments to pay benefits in unfavourable financial market
conditions.

■

It Is managed by Investing in unitised pooled ·funds which are easily redeemable.

Political Risk
■

This Is measured by the level of con�entratlon In any one market leading to the risk of adverse
Influence on Investment values arising from political Intervention.

■

It is managed by regular reviews of the investments and through regular assessment of the levels of
diversification within the Investment policy.

Corporate Governance Risk
■

■

This is assessed by reviewing the Scheme's investment managers' policies regarding corporate
governance.
It is managed by delegating the exercise of voting rights to the managers, who exercise this right in
accordance with their published corporate governance policies. Summaries of these policies are
provided to the Trustees from time to time and take into account the financial Interests of the
shareholders, which should ultimately be to th
' e Scheme's advantage.

Due to the complex and Interrelated nature of these risks, the Trustees consider these risks In a qualitative
rather than quantitative manner as part of each formal strategy review. The Trustees' policy is to review the
range of funds offered and the suitability of the default option periodically.
In addition, the Trustees measure risk in terms of the performance of the assets compared to the benchmarks
on a regular basis as part of each quarterly reporting cycle.
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6 Compliance
Copies of the Scheme's Statement of Investment Principles and Annual Report and Accounts are available to
members on request.
A copy of the Scheme's current Statement plus Appendices Is also supplied to the Sponsoring Employer, the
Scheme's investment managers, and the Scheme's auditors.
This Statement of Investment Principles, taken as a whole with the Appendices, supersedes all others.
The effective date of this Statement is July 2017.

Signed on behalf of the Trustees by ................................................
On

tf.:l..�..f......2IP...Ef.:-.,................

Full Name

R�...t1m.�'::f...

Position

f..\:b ·················
t>f p(#.)
··········'
....................

.�. . . . . . . . .U.�. .��·· · · · ·. . .
f_,1.).[L__

I io,,
...........l\.....(,�{)
.....····································

� Lll-lt� -

6+thQ l>r T�S
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Appendix 1: Investment funds
Section 4 sets out Information on the Scheme's default lifestyle strategy, additional lifestyle strategy and range
of self-select funds. This Appendix sets out further detail on the underlying investments and charges.

Total
expense
ratio*

White label fund options

(% p.a.)
15% LGIM World Equity Index
15% LGIM World Equity Index (currency-hedged)

Passive Global Equity Fund

15% LGIM RAFI All World 3000 Equity Index
15% LGIM RAFI All World 3000 Equity Index (currency-hedged)

0.28

30% LGIM Minimum Vola�lllty Index
10% LGIM World Emerglng_Markets Equity Index

Passive UK Equity

LGIM UK Equity Index

0.10

Ethical Global Equity Fund

LGIM Ethical Global Equity Index

0.30

Sharlah Compliant Global
Equity Fund

HSBC Amanah Global Equity Index

0.35

Multl Asset Growth Fund

Schroder Dynamic Multi Asset Fund

0.45

Government Bond Fund
(Index Linked)

LGIM Over 5 Vear Index-Linked Gilt Index

0.10

Corporate Bond Fund

LGIM Investment Grade Over 15 Vear

0.15

Cash Fund

LGIM Cash Fund

0.125

* As at effective date of this Statement. Note total expense ratios may change over time. The latest figures are
available on the fund factsheets.
Further Information on the above funds is available from the employer.
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Appendix 2: Responsibilities of Parties
Trustees
The Trustees' responsibilities Include the following:-

■

Reviewing at least triennially, and more frequently If necessary, the content of this Statement in
consultation with the Investment Adviser and modifying It If deemed appropriate.

■

Appointing the Investment Managers.

■

Assessing the quality of the performance and processes of the Investment Managers by means of
regular reviews of investment returns and other relevant information, in consultation with the
Investment Adviser.

■

Consulting with the sponsoring employer regarding any proposed amendments to this Statement.

■

Monitoring compliance of the investment arrangements with this Statement on a continuing basis.

Investment Adviser
The Investment Adviser's responsibilities include the following:-

■

Participating with the Trustees in reviews of this Statement.

■

Production of independent performance monitoring reports.

■

Advising the Trustees, at their request, on the following matters:

■

■

»

How any changes in the Investment Managers organisation could affect the interests of the
Scheme.

»

How any changes In the Investment environment could present either opportunities or
problems for the Scheme.

Undertaking project work, as requested, including:
»

Reviews of the fund range offered to members.

»

Research Into and reviews of Investment Managers.

Advising on the selection of new managers and/or fund providers.

Investment Managers
The Investment managers' responsibilities include the following:

■

Providing the Trustees on a quarterly basis (or as frequently as required) with a statement and
valuation of the assets and a report on their actions and future intentions, and any changes to the
processes applied to their portfolios.

■

Informing the Trustees of any changes In the Internal performance objectives and guidelines of any
pooled fund used by the Scheme as and when they occur.

■

Having regard to the need for diversification of investments, so far as appropriate for the partlcular
mandate, and to the suitability of investments.

■

Giving effect to the principles contained in the Statement as far as is reasonably practicable.
Appendix I Responsibilities of Parties j 13

Administrator
The Administrator's responsibilities include the following:

■

Ensuring members' contributions are invested/ disinvested appropriately, including ensuring that
the Lifestyle Strategies are implemented in accordance with the Trustee's instructions.

■

Processing switches at members' requests.

■

Paying benefits and making transfer payments.
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7 July 2017
Europe Arab Bank pie Pension Scheme

Dear Trustees
The Europe Arab Bank pie Pension Scheme:
Statement of Investment Principles Advice Letter
This letter accompanies the Trustees' revised Defined Contribution Statement of Investment
Principles ("SIP") for the Europe Arab Bank pie Pension Scheme ("the Scheme").
The Pensions Act requires the Trustees to take written advice if the SIP is amended. This letter
constitutes our formal written advice on the revised SIP.
Following on from the Investment strategy review that was conducted in Q1 and Q2 of 2017, and
the changes to the DC investment strategy, we believe that the revised SIP meets the
requirements of the Pensions Act and its subsequent amendments, and correctly reflects the
Scheme's Investment policy.
When preparing a SIP, the Trustees are required to obtain and consider the advice of a person
whom it reasonably believes to be suitably qualified. I can confirm that I am approved by Aon
Hewitt Limited to give investment advice on the Company's behalf (I enclose Aon Hewitt Limited's
policy on giving investment advice in Appendix 1).
Please let me know if you have any questions or require any further information or assistance.
Yours sincerely

Sophie Moore, CFA
Aon Hewitt Limited
sophie.moore.?@aonhewitt.com

Aon·Hewltt
Retirement and lnves/me11t I Retirement and Investment
Ao11 Hewitt Limited Is authorised and regulated by the Flnsnc/al Conduct Authority.
Registered in England & Wales No. 4396810.
Registered office: The Aon Centre I The Leadenhall Bui/ding I 122Leadenha11Stree/ I London I EC3V4AN

AON

The Europe Arab Bank pie Pension Scheme
Page2
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Appendix 1
Aon Hewitt Llrnlted's policy on giving Investment advice
Trustee[s] responsibllities to obtain advice

The Pensions Act 1995 requires Trustee[s] to obtain investment advice in two distinct situations.
When preparing or revising a statement of investment principles (Section 35(5)(a)).

This advice must be given by:
"a person who is reasonably believed by the Trustees to be qua/ffled by his ability in and practical
experience of financial matters and to have the appropriate knowledge and experience of the
management of the investments of trust schemes".
When exercising the power themselves to make a new investment, or to retain an existing
Investment (Section 36(3)).

Where that investment is subject to regulation under the Financial Services and Markets Act2000
(amended by the Financial Services Act 2012), the advice must be given by an authorised person
i.e. an authorised flrm, under the Financial Services and Markets Act2000 (amended by the
Financial Services Act2012) or alternatively by a firm with a license from a Designated
Professional Body (DPB) as defined by Section 327 of the Financial Services and Markets Act
2000 (amended by the Financial Services Act2012). If the investment is not subject to regulation
under the Financial Services and Markets Act2000 (amended by the Financial Services Act
2012) (for example, a direct property portfolio), the advice must be given by a person who is
qualified in the way described in italics above.
Aon Hewitt Limited regulatory status

Aon Hewitt Limited is authorised and regulated by the Financial Conduct Authority in respect of a
range of investment business activities.
Our policy on Investment advice

In giving any investment advice our policy is that:
•

Advice is only given by approved persons within the firm who are all considered

competent to give advice

•

Advice is only given by approved persons if they have direct experience and are
competent in the areas involved or they have relied on colleagues who have the relevant

experience and competence.

•

Advice on options, futures and contracts for difference is only given by approved persons
In our investment department.

