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What is the purpose of today?

▪ To discuss potential rebalancing and asset allocation considerations, covering;

‒ Funding, contributions and investment assumptions (including low risk, 

index-linked gilts basis) 

‒ Latest market outlook for main asset classes

‒ Introduction to equity protection

‒ Current asset allocation considerations

Proposed actions

1. Employers may wish to consider funding objectives and possible de-risking

2. Within equities:

a) PFC consider impact equity allocation

b) Officers/advisors discuss impact equity with BCPP

c) Eliminate UK equity allocation

d) Reduce BG LTGG allocation

3. Officers/advisors to discuss liquid alternatives with BCPP

4. Officers/advisors meet at least quarterly to discuss cash position and asset 

allocation

Introduction & Executive summary
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This slide is for building dashboards 

using the DashBuilder tiles on Templafy. 

This 3x3 grid forms the basic layout.

Insert dashboard-style tiles from a big 

selection in the DashBuilder folder in 

‘Shapes & Callouts’. 

‘Small’ (1x1) tiles are shown and tagged 

with their grid position (e.g. P1, P2, etc) 

so you can insert them with precision.

The previews for ‘big’ tiles (e.g. 2x3) 

show the insertion positions too. Add 

Grey Lines if you don’t want line gaps.

If you change your mind, just insert new 

tiles. Or use the Forward Pitch ‘Grid’ to 

snap your dashboard tiles around.

Be sure to cover all the grey boxes with 

dashboard tiles. There are white ‘Blank’ 

tiles if you need them. 

Some tiles, especially chart ones, will 

need to be Ungrouped (see ‘Arrange’ 

menu) before you can edit the content.

For charts, click on the (ungrouped) 

PPT chart placeholder. Use the ‘Resize 

for PowerPoint’ button in Chart Control.

Use Chart Control ‘Copy’ and Forward 

Pitch “Paste & Replace” to neatly insert 

your new chart.

P1 P2 P3

P4 P5 P6

P7 P8 P9
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Change in ongoing funding and estimated contributions

Comments

The cost of accrual has decreased since 31 March 

2022 due to the increase in net discount rate. 

However, the surplus has decreased which  has 

offset this to an extent. Overall there is a reduction 

in the total employer contribution rate.

Notes

The total employer contribution rate quoted above is 

based on the average total employer contribution rates 

across the Fund. Individual employer contributions can 

be very different to the average figure across the Fund 

shown above depending on their own characteristics, 

membership profile and funding target. The individual 

employer contributions have been reviewed as part of 

the triennial valuation at 31 March 2022.

at 31 December 2023

Down from 17.4% at 31 March 2022

14.9%

Total employer contribution rate

at 31 December 2023

Down from 20.1% at 31 March 2022 

16.7%

Employer cost of accrual
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Change to funding level since 31 March 2022 Comments
Since the results of the 

valuation at 31 March 

2022 the Fund’s ongoing 

funding level has 

deteriorated slightly, and 

the surplus has 

decreased by £104M.

This has been primarily 

driven by a reduction in 

asset values although 

this has been partially 

offset by an increase in 

the net discount rate.
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Low risk funding target

Change to funding level since 31 March 2022

   

   

   

   

   

   

   

   

    

    

    

                                                                          

Notes

This chart is provided to give an illustration of the change in the funding level based on the low-risk funding target since the 2022 valuation date. It has been produced based on changes in 

daily gilt yields and market implied inflation assumptions.

£774M
31 December 2023

Deficit

£2,573M
31 Mar 2022

£1,799M

vs 31 Mar 2022

▲

Deficit

Comments

The funding level on 

the low risk basis has 

increased since the 

last valuation due to a 

rise in gilt yields over 

the period, leading to 

a decrease in the 

liabilities. 

Employers should 

consider funding 

objectives and 

possibly de-risking



Risk/Return Assumptions

Source: Aon.

Note: all statistics 

are 10 year

median expected 

returns/volatility 

of returns. 

31 March 2022 

(valuation)

31 December 2022 

(last strategy 

review)

31 December 2023

(latest assumptions)

High level asset class Expected Return Expected Return Expected Return Expected Volatility

Equities 6.9% 7.6% 6.8% 18.7%

Infrastructure 8.4% 7.8% 7.7% 15.8%

Property 5.3% 5.8% 6.5% 12.6%

Private credit 6.3% 8.0% 7.9% 6.6%

Investment Grade (IG) credit 2.7% 5.5% 4.8% 9.5%

Non-investment grade credit 4.3% 6.5% 6.0% 8.9%

Gilts 0.9% 3.5% 3.2% 9.6%

Cash 1.5% 3.6% 3.5% 1.3%

CPI 2.5% 2.5% 2.5% 2.0%
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• The table below sets out the asset return assumptions over 10 years. These are based on Aon's Capital 

Market assumptions as at 31 March 2022, 31 December 2022 and 31 December 2023. 

Comments

Return assumptions are materially different to those at the valuation.

Employers should consider funding objectives and possibly de-risking
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Key Issues in Markets Today

1

2

3

Is it plausible for policy rates to be slashed if economic 

growth can hold up? 

Money markets are pricing the former, but equities and credit 

are pricing the latter.

Can the ‘Magnificent Seven’ continue to pull up global 

equity returns?

These companies are priced to be an ever-dominant part of 

the global economy - Is this realistic?

Will rollercoaster swings in bond yields continue?

Yields fell considerably in Q4 but have rebounded so far in 

Q1. What’s next?



Higher yields will likely persist as an important headwind to equities

7

Interest rates driving risk asset performance which makes 
diversification difficult

Equities expensive but not bubbly
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Equity- bond correlations (US) 2 year rolling returns

Comments

We remain cautious on 

equities overall, based on 

our view that higher yields 

and a weaker economic 

trend, coupled with 

unattractive valuations will 

present headwinds.

Key Issues in Markets Today
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Cross Asset Views

--- -- - = + ++ +++

Equities

Government 

Bonds

Investment 

Grade Credit

Return-

Seeking 

Fixed Income

Liquid 

Alternatives

▪ We maintain our preference for government bonds/cash 

over equity and return-seeking fixed income. However, 

narrower credit spreads have reduced the attractiveness 

of investment grade relative to government bonds.

▪ We have upgraded our liquid alternatives view given the 

risk that the close correlation between equity and bond 

market performance could continue against the likelihood 

of increasing geopolitical risk. 

▪ We continue to think that equities will face important 

headwinds this year, keeping us cautious.  The key 

reasons are the big increase in policy interest rates that 

have yet to be fully felt by companies and the threat to 

earnings from weaker economic activity and sticky 

wages.

Comment

▪ NYPF consider tactical underweight equities (and MAC) and overweight government bonds (gilts) or cash. 

▪ Or consider equity protection – but complexities and implementation issues are barriers.

▪ NYPF consider liquid alternatives (e.g. diversifying hedge funds, commodities and insurance linked 

securities) - but outside of the pool. 



9Asset allocation – Q4 2023 and potential future allocation

Asset class / manager
Current 

allocation

Long-

term 

strategy

Q1/Q2  

trades

Adjusted 

allocation 

for Q1/Q2 

trades 

Example 

long-

term 

strategy

Diff. vs 

adjusted 

current

Action

Equities 48.8% 50.0% -3.5% 45.3% 45.0% +0.3%
Reduce strategic allocation (to 45%) & consider further reduction if 

aligns with funding strategy

BCPP UK equity 3.9% 4.0% 3.9% 3.9% Eliminate UK equities given strategic preference for global

BCPP Global Equity 28.4% 28.0% 28.4% 28.0% 0.4%

Baillie Gifford LTGG 16.5% 18.0% -3.5% 13.0% 10.0% 3.0% Reduce given strategic preference to reduce growth and single manager risk

Impact equity (TBC) 7.0% -7.0% PFC to decide whether to pursue; if so discuss with BCPP

Liquid Alternatives 0.2% 0.0% 0.2% 0.0% +0.2% Discuss with BCPP

Bonds & Cash 28.0% 27.5% +4.2% 32.2% 27.5% +4.7%
Temporary increase allocation & consider further increase if aligns with 

funding strategy

Non-Investment Grade Credit 5.3% 5.0% 5.3% 5.0% +0.3%

Investment Grade Credit 7.2% 7.5% +0.4% 7.6% 7.5% +0.1%

Index-Linked Gilts 13.3% 15.0% 13.3% 15.0% -1.7%

Cash (inc in transit*) 2.2% 0.0% +3.8% 6.0% 0.0% 6.0%
Comfortable with short-term overweight given yields, funding position and 

market outlook. Review at least quarterly.

Private markets 23.0% 22.5% -0.7% 22.3% 27.5% -5.2% Increase strategic allocation

BCPP Listed Alts 5.9% 5.9% +5.9%

BCPP Infrastructure 6.5% 10.0% 6.5% 10.0% -3.5%

BCPP Climate Opps 0.5% 0.5% 4.0% -3.5% New strategic allocation

BCPP UK Opps 1.0% -1.0% New strategic allocation

Property 6.1% 7.5% -0.7% 5.4% 7.5% -2.1% Await BCPP funds

Private Credit 4.0% 5.0% 4.0% 5.0% -1.0% Consider over allocating or strategic increase

Source: Northern Trust, Aon. Note: Numbers may not sum due to rounding. Q1/Q2 trades include expected trades from BG LTGG and Hermes*.   
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Proposed actions

1. Employers may wish to consider funding objectives and 

possible de-risking

2. Within equities:

a) PFC consider impact equity allocation

b) Officers/advisors discuss impact equity with BCPP

c) Eliminate UK equity allocation

d) Reduce BG LTGG allocation

3. Officers/advisors to discuss liquid alternatives with BCPP

4. Officers/advisors meet at least quarterly to discuss cash 

position and asset allocation



Appendix 
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*Asset class views are relative to others within the asset class and not relative to other asset types. There should be no read-across from equities to credit, for example.

Relative Asset Class Views*

Liquid Alternatives

--- -- - = + ++ +++

Active 

commodities

Alternative 

Risk Premia

Insurance-

linked 

securities

Diversifying 

hedge funds

Return-

seeking hedge 

funds

Currency views vs GBP

--- -- - = + ++ +++

USD EMD

Local EMD

Bank Loans

Selected ABS

US High Yield

UK Gilts

Return-Seeking Fixed Income 

Equity Regions

Factors

--- -- - = + ++ +++

Low Vol.

Quality

Value

Growth

--- -- - = + ++ +++

USD

EUR

JPY

EM

--- -- - = + ++ +++

Long-dated 

Gilts (20Y)

Short-dated

Gilts (5Y)

Long-dated ILG 

(20Y)

Short-dated 

ILG (5Y)

--- -- - = + ++ +++

USA

Europe 

ex UK

UK

Japan

Emerging

Comment

▪ NYPF consider reducing UK equities for global now and consider further reducing growth (Baillie Gifford 

LTGG) “overweight”

▪ NYPF consider flexibility around current long-dated ILG holding and options to use short-duration ILGs or 

fixed gilts or annuities.

▪ NYPF consider liquid alternatives – noting outside of pool therefore likely low priority



13

Insurance linked securities



Introducing options-based equity protection
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Put spread collar payoff

S&P 500 price index return

Put spread collar + S&P 500

Cap to upside if S&P 500 

price index rises by 

more than 15%

Source: Aon.

Protected against S&P 

500 price index falling 

by 5-25%

Comment

▪ Further training required and relatively complex to implement
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Further information
For full detail of methodology, TAS compliance, limitation 

and disclaimers see report sent to officers dated 22 

February



Disclaimer:

This document and any due diligence conducted is based upon information available to us at the date of this document and takes no account of subsequent 

developments. We will not provide any updates or supplements to this document or any due diligence conducted unless we have expressly agreed with you to 

do so. 

In preparing this document we may have relied upon data supplied to us by third parties (including those that are the subject of due diligence) and therefore no 

warranty or guarantee of accuracy or completeness is provided. We cannot be held accountable for any error, omission or misrepresentation of any data 

provided to us by third parties (including those that are the subject of due diligence). This document is not intended by us to form a basis of any decision by any 

third party to do or omit to do anything. 

Notwithstanding the level of skill and care used in conducting due diligence into any organisation that is the subject of a rating in this document, it is not always 

possible to detect the negligence, fraud, or other misconduct of the organisation being assessed or any weaknesses in that organisation's systems and controls 

or operations. 

Any opinions or assumptions in this document have been derived by us through a blend of economic theory, historical analysis and/or other sources. Any opinion 

or assumption may contain elements of subjective judgement and are not intended to imply, nor should be interpreted as conveying, any form of guarantee or 

assurance by us of any future performance. Views are derived from our research process and it should be noted in particular that we cannot research legal, 

regulatory, administrative or accounting procedures and accordingly make no warranty and accept no responsibility for consequences arising from relying on this 

document in this regard. Calculations may be derived from our proprietary models in use at that time. Models may be based on historical analysis of data and 

other methodologies and we may have incorporated their subjective judgement to complement such data as is available. It should be noted that models may 

change over time and they should not be relied upon to capture future uncertainty or events.

Aon plc (NYSE:AON) exists to shape decisions for the better - to protect and enrich the lives of people around the world. Our colleagues 

provide our clients in over 120 countries and sovereignties with advice and solutions that give them the clarity and confidence to make 

better decisions to protect and grow their business.

Copyright ©          Aon Solutions UK Limited and Aon Investments Limited. All rights reserved. aon.com. Aon Wealth Solutions’ business in the UK is provided by 

Aon Solutions UK Limited - registration number 4396810, or Aon Investments Limited – registration number 5913159, both of which are registered in England 

and Wales have their registered office at The Aon Centre, The Leadenhall Building, 122 Leadenhall Street, London EC3V 4AN. Tel: 020 7623 5500. Aon 

Investments Limited is authorised and regulated by the Financial Conduct Authority.  This document and any enclosures or attachments are prepared on the 

understanding that they are solely for the benefit of the addressee(s). Unless we provide express prior written consent no part of this document should be 

reproduced, distributed or communicated to anyone else and, in providing this document, we do not accept or assume any responsibility for any other purpose or 

to anyone other than the addressee(s) of this document. In this context, “we” includes any Aon Scheme Actuary appointed by you. To protect the confidential 

and proprietary information included in this document, it may not be disclosed or provided to any third parties without Aon’s prior written consent.
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