
Statement of Investment Principles  
Sony United Kingdom Limited Pension Scheme (November 2015) 
Introduction 

1 This Statement of Investment Principles (‘SIP’) sets out the principles governing investments 
by or for the Trustee of the Sony United Kingdom Limited Pension Scheme (the ‘Scheme’). 
This document is drafted in accordance with the requirements of Section 35 of the Pensions 
Act 1995 (as amended by the Pensions Act 2004 and regulations made under it). 

2 The Trustee will review this SIP at least annually and without delay after any significant 
change in investment policy.  Before finalising this SIP, the Trustee took written advice from 
the Scheme’s Investment Consultant (‘Towers Watson Limited’) and consulted Sony United 
Kingdom Limited (the ‘Employer’).   

Governance  

3 The Trustee has ultimate responsibility for decision making on investment matters. In order to 
ensure that such decisions are taken effectively, the Trustee uses other bodies either through 
direct delegation or in an advisory capacity.  

Defined Benefits Section 

Investment objectives  

4 To guide it in its strategic management of the assets and control of the various risks to which 
the Scheme is exposed, the Trustee has considered its objectives. 

Over the short term, the objective is to achieve a favourable return against their chosen 
benchmark. The Trustee believes that over the longer term the investment strategy adopted 
will also be appropriate for achieving further objectives of: 

a. Avoiding the need for additional contributions 

b. Avoiding the volatility in the contribution rate 

c. Avoiding volatility in the pension expense in the Company accounts, and 

d. To ensure, at all times, the assets would be sufficient to exceed the liabilities created in the 
event of the Scheme winding-up on the basis of cash equivalents.  

5 In order to give effect to these objectives, the Trustee has chosen a composite benchmark 
comprising both real and nominal assets, as detailed overleaf.  



Investment strategy 

6 The Trustee has received advice to determine an appropriate investment strategy for the 
Scheme.  The Trustee has a desire to diversify its risk exposures and to manage its 
investments efficiently and has therefore delegated responsibility for investment decisions to 
its Investment Committee (“IC”).  All decisions of the IC will be recorded in committee minutes 
and made available to the full Trustee Board. 

7 The investment strategy makes use of three key types of investments: 

– A range of instruments that provide a good match to changes in liability values  

– A diversified range of return-seeking assets, including (but not limited to) equities, , property 
and diversified growth funds 

– Actively managed portfolios. 

8 The balance within and between these investments will be determined from time to time with 
regard to maximising the chance of achieving the Scheme’s investment objectives. 

9 The Scheme will hold assets in cash and other money market instruments from time to time as 
may be deemed appropriate. 

10 The Trustee will monitor the liability profile of the Scheme and will regularly review, in 
conjunction with the Investment Consultant and the Scheme Actuary, the appropriateness of 
its investment strategy. 

11 The expected return of an investment will be monitored regularly and will be directly related to 
the Scheme’s investment objective.   

12 The Trustee's policy is that there will be sufficient investments in liquid or readily realisable 
assets to meet cashflow requirements in foreseeable circumstances so that the realisation of 
assets will not disrupt the Scheme's overall investments, where possible.  The Trustee, 
together with the Scheme's administrators, will hold sufficient cash to meet benefit and other 
payment obligations. 

13 The Trustee has adopted the following long-term asset allocation benchmark for the Scheme 
along with allowable ranges. It believes that this benchmark will provide a reasonable 
expectation of meeting the objectives set out in section 4.  

14 The liabilities of the Scheme are highly sensitive to changes in interest rates and inflation 
expectations. As a result, the Trustee uses liability driven investments (LDIs) to increase the 
diversification of its interest and inflation hedges. The Trustee has adopted a target liability 
hedge ratio equivalent to the proportion of matching assets. It has invested in a range of LDI 
funds, with BlackRock, with the aim of achieving this target hedge ratio.  

 

 

 



  50:50 Benchmark Ranges  

  % % 

Total return seeking 50.0 +/-5 

Total Equities 30.0 - 

UK Equities 10.0 +/-2.5 
Global Equities 10.0 +/-2.5 
Other Equities 10.0 +/-2.5 
Total Alternatives 20.0 - 

Property 5.0 +/-3 
Private Equity 5.0 +/-5 
DGF 10.0 +/-5 
Matching 50.0 - 

UK credit - - 
UK gilts - - 
UK index-linked gilts - - 
Swaps/LDI* - - 
Total 100.0% - 

* Derivative instruments may give additional exposure to interest rates and inflation. 

Trigger monitoring 

15 The Trustee will review the current strategic asset allocation using a de-risking framework. On 
a regular basis, the Trustee will assess, using pre-specified trigger levels, whether the Scheme 
can afford to de-risk based on market movements.  

Investment managers 

16 In accordance with the Financial Services and Markets Act 2000, the Trustee will set general 
investment policy, but will delegate the responsibility for selection of specific investments to an 
appointed investment manager or managers.  The investment manager(s) shall provide the 
skill and expertise necessary to manage the investments of the Scheme competently. 

17 The Trustee is not involved in the investment managers' day-to-day method of operation and 
does not directly seek to influence attainment of their performance targets.  The Trustee will 
maintain processes to ensure that performance is assessed on a regular basis against a 
measurable objective for each manager, consistent with the achievement of the Scheme's long 
term objectives, and an acceptable level of risk.  As part of this process, the Trustee has 
delegated the detailed monitoring of the Scheme’s investment managers to its Investment 
Consultant.  

18 The Trustee's policy is that the extent to which social, environmental or ethical considerations 
are taken into account in these decisions is left to the discretion of its investment managers.  
However, the Trustee expects that the extent to which social, environmental or ethical issues 
may have a fundamental impact on the portfolio will be taken into account by the investment 
managers in the exercise of their delegated duties. 

19 The Trustee's policy is to delegate responsibility for the exercising of rights (including voting 
rights) attaching to investments to the investment managers and to encourage the managers 
to exercise those rights.   



Defined Contribution Section 

Investment Objectives 

20 The long-term investment objective of the Trustee is to provide an earmarked fund for 
members at retirement with which to purchase suitable benefits.  

21 The Trustee and the investment managers who have delegated discretion will exercise their 
powers in a manner calculated to ensure the security, quality, liquidity and profitability of the 
portfolio as a whole.   

Risk 

22 For the Defined Contribution element of the Scheme, the following risks have been identified: 

Underperformance risk - whereby members are invested in low risk/low return assets for too 
much of their working lifetime. 

Pension conversion risk - that close to retirement the members are invested in assets that do 
not protect against annuity rate changes. 

Investment risk - that at retirement, the members are invested in assets which are too volatile. 

Switching risk - whereby wholesale switches between asset classes expose the members to 
market risk. 

23 Many of these risks can be addressed by using the LifeChoice or FreeChoice approaches 
offered to members.  The three LifeChoice options (5, 10 and 15 year switching strategies) 
involve automatic switches from predominately diversified growth fund and/or equities to gilts 
(fixed-interest bonds and index-linked bonds) and cash funds as the target retirement date 
approaches.  

24 The default option is the 10 year LifeChoice strategy, which consists of two phases; the growth 
phase and the pre-retirement phase. The growth phase has a primary aim of generating 
growth but also managing risk; it does this by investing all assets in the 30/70 Global Equity 
Index and then moving these assets over ten years into 100% Diversified Growth Fund. The 
LifeChoice transitions members’ assets into the Diversified Growth Fund between 25 and 15 
years from their target pension date. The Pre-retirement phase begins ten years from the 
chosen retirement age and switches into fund appropriate to annuity purchase. Switching into 
the Cash Fund take place during the final five years of the Pre-retirement phase. The final 
allocation at a members’ target pension date will be 5% Diversified Growth Fund, to provide an 
element of growth, 70% Blended Bond Fund, to facilitate the purchase of an annuity, and 25% 
Cash Fund to allow members to withdraw a cash lump-sum from their pension assets. 

 



 

25 The 15 year LifeChoice provides a lower risk strategy for members with low tolerance risk. The 
LifeChoice invests in the Diversified Growth Fund in the Growth Phase and switches into the 
Pre-retirement Phase 15 years before retirement. The final allocation at a members’ nominated 
retirement date will be 5% Diversified Growth Fund, 70% Blended Bond Fund, and 25% Cash 
Fund.  

 

 

 

 

 

  

26 The 5 year LifeChoice is a high risk strategy for members with a higher tolerance to risk. The 
LifeChoice invests in the 30/70 Global Equity Index Fund in the Growth Phase and switches 
into the Pre-retirement Phase 5 years before retirement. The final allocation at a members’ 
nominated retirement date will be 5% 30/70 Global Equity Index Fund, 70% Blended Bond 
Fund, and 25% Cash Fund.  
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27 Under the FreeChoice option, however, investment in any combination of the funds in 
Appendix 2 are permitted. Members are permitted to switch between funds regularly.  

Investment arrangements 

28 The Trustee invests the assets earmarked for the Defined Contribution Scheme in unit linked 
arrangements, wrapped in insurance policies, and accessed through a Fidelity DC 
investment-only platform. The underlying funds made available through the platform are 
managed by BlackRock Investment Management (BlackRock), Fidelity Worldwide Investment 
(Fidelity), Majedie Asset Management (Majedie), Threadneedle Asset Management 
(Threadneedle), MFS Investment Management (MFS), M&G Investments (M&G), Schroders 
Investment Management (Schroders) and Trilogy Global Advisors (Trilogy). The Trustee is 
satisfied that the spread of assets by type and the investment managers' policies on investing 
in individual securities within each type provides adequate diversification of investments.  The 
Trustee believes that the investment strategies (the mix of asset types) inherent in the 
managers' funds are currently appropriate for achieving their objectives. 

General day-to-day management of assets  

29 The Trustee makes available investment vehicles for the members to make Additional 
Voluntary Contributions (AVCs) and to accommodate incoming transfer values.  Members of 
the DC Section can invest their AVCs in the same funds mentioned above in section 22.  
Members of the DB Section can also invest in the funds listed in section 22 and also in a 
Clerical Medical With-profits fund.  An Equitable Life With-profits fund remains for those who 
made contributions in the past, but is closed to new contributions. The Trustee also maintains 
small cash balances in a separate bank account to facilitate necessary day to day operational 
expenses. 

 

30 The Trustee’s policy is that there should be sufficient investments in liquid or readily realisable 

assets to meet unexpected cashflow requirements in the majority of foreseeable 
circumstances so that the realisation of assets will not disrupt the Scheme’s overall 

investment policy, where possible.  The Trustee, along with the Scheme’s administrators will 

also ensure that they hold sufficient cash to meet the likely benefit outgo from time to time.  
Any significant cash balance will be held in the L&G Cash Fund. 

  
Monitoring investment managers 

31 The performance of all managers is monitored by the investment sub-committee with the 
support of the Scheme’s Investment Consultant.  The performance of the funds available to 
members of the DC Section (and those DB members paying AVCs) is monitored using a 
combination of the CAPS Pooled Fund Survey, Fidelity (as the platform provider) and the 
underlying investment managers. The Trustee considers all these performance reports on a 
regular basis. 



32 In addition the Trustee meets with the managers regularly to discuss performance, activity 
and other issues as appropriate. 

Risk management 

33 The Trustee recognises a number of risks involved in the investment of the Scheme’s assets:  

– Deficit risk:  

 Is measured through a qualitative and quantitative assessment of the expected 
development of the liabilities relative to the current and alternative investment policies. 

 Is managed through assessing the progress of the actual growth of the liabilities 
relative to the selected investment policy. 

– Manager risk: 

 Is measured by the expected deviation of the return relative to the benchmark set. 

 Is managed by limiting exposure to any one investment manager, consideration of the 
appropriate amount of the Scheme to allocate to each active portfolio and by 
monitoring the actual deviation of returns relative to the benchmark and factors 
supporting the managers’ investment process. 

– Liquidity risk: 

 Is measured by the level of cashflow required by the Scheme over a specified period. 

 Is managed by the Scheme's administrators assessing the level of cash held in order 
to limit the impact of the cash flow requirements on the investment policy and through 
holding assets of appropriate liquidity. 

– Currency risk: 

 Is measured by the level of exposure to non-Sterling denominated assets. 

 The Scheme has explicit exposure to non-sterling assets, which are not hedged back 
into sterling, which the Trustee believes to be appropriate given the long term 
investment horizon of the Scheme and the presence of sufficient sterling assets. The 
Trustee will monitor the impact of this from time to time.  

– Interest rate and inflation risk: 

 Is measured by comparing the likely movement in the Scheme’s liabilities and assets 
due to movements in inflation and interest rates. 

 Is managed by holding a portfolio of matching assets (physical bonds, LDI and/or 
derivatives) that enable the Scheme’s assets to better-match movements in the value 
of the liabilities due to inflation and interest rates. 

– Political risk: 

 Is measured by the level of concentration of any one market leading to the risk of an 
adverse influence on investment values arising from political intervention. 



 Is managed by regular reviews of the actual investments relative to policy and through 
the level of diversification within the existing policy. 

– Sponsor risk: 

 Is measured by receiving regular financial updates from the Employer and periodic 
independent covenant assessments.  

 Is managed through an agreed contribution and funding schedule. 

– Custodial risk: 

 Is measured by assessing the credit-worthiness of the custodian bank and the ability of 
the organisation to settle trades on time and provide secure safekeeping of the assets 
under custody. 

 The Scheme invests largely through pooled investment funds, which in turn organise 
their own custodial arrangements.  The pooled fund managers are expected to notify 
the Trustee of any custodial issues, and the Trustee monitors these arrangements from 
time to time.  For segregated assets this risk is managed by monitoring the custodian’s 
activities and discussing the performance of the custodian with the investment 
managers when appropriate. 

 

Signed: 

Name: 

 

Date:   

Authorised for and on behalf of the Trustee of the Scheme 

 

 
 
 
 

 
 
 
 
 



 
Appendix 1: DB Investment mandates 
 

Fund 
Manager 

Fund Benchmark Index Outperformance Objective Inception Date 

Majedie Majedie UK 
Equity  

FTSE All-Share 
Index 

To outperform the  FTSE All-
Share Index  by 2.0% p.a. 
gross of fees over rolling 

three year periods 

20 April 2005 

Hosking & Co Global Equity 
Fund 

MSCI All Country 
World Index 

To outperform the benchmark 
over rolling five-year periods 

 
 
 

29 May 2015 

Lansdowne 

Developed 
Markets Long 
Only Cayman 

Feeder LP Fund 

MSCI World 
Total Return 

Index 

The Partnership invests all of 
its non-cash assets in the 
Master Fund. The Master 

Fund’s investment objective 
is to seek to provide investors 

with good absolute returns. 

 
 
 

1 June 2015 

Schroders Diversified 
Growth Fund RPI  

To target RPI+3% p.a. gross 
of fees, over 5 to 7 years with 

a volatility of 2/3 that of 
equities  

23 February 
2015 

MFS Global Equity 
Fund MSCI World Index 

To outperform the MSCI 
World Index by 2.0% p.a. 
gross of fees over rolling 5 

year periods 

23 March 2010 

Legal & 
General 

Investment 
Management 

North America 
Equity Index 
GBP-Hedged 
Index Fund 

FTSE AW – Dev 
North America 

GBP Hedged Index 

To track the total return of the 
benchmark (less withholding 
tax) to within +/-0.5% p.a. for 

two years in three 

29 June 2007 



Legal & 
General 

Investment 
Management 

Europe (ex UK) 
Index-GBP 

Hedged Index 
Fund 

FTSE AW – Dev 
Europe ex UK GBP 

Hedged Index 

To track the total return of the 
benchmark (less withholding 
tax) to within +/-0.5% p.a. for 

two years in three 

29 June 2007 

Legal & 
General 

Investment 
Management 

Japan Equity 
Index—GBP 

Hedged Index 
Fund 

FTSE AW – Japan 
GBP Hedged Index 

To track the total return of the 
benchmark (less withholding 
tax) to within +/-0.5% p.a. for 

two years in three 

 
 

29 June 2007 

Legal & 
General 

Investment 
Management 

World Emerging 
Markets Equity 

Index Fund 

FTSE AW - All 
Emerging Index 

To track the total return of the 
benchmark (less withholding 
tax) to within +/-1.5% p.a. for 

two years in three 

 
 

29 June 2007 

BlackRock BlackRock UK 
Property Fund 

IPD All Balanced 
Fund Index To outperform the benchmark 

 
 

2 April 1982 

Morgan 
Stanley IV 

Private Markets 
Fund IV MSCI World Index 

To outperform the MSCI 
World Index by 6.0% p.a. net 

of fees 

 
 

28 February 
2009 

Morgan 
Stanley V 

Private Markets 
Fund V MSCI World Index 

To outperform the MSCI 
World Index by 6.0% p.a. net 

of fees 

 
 

31 August 2011 

Towers 
Watson 

Investment 
Management 

Limited  
 

Towers Watson 
Partners LP Fund CPI Index 

To outperform the CPI Index 
by 5.0% p.a. net of fees with 

c50% volatility of UK equities, 
over rolling 5 year periods 

 
 

1 March 2010 



Fulcrum Global Diversified 
Fund 

LIBOR 3-month 
Index 

To outperform the LIBOR 3-
month Index by 3.5% p.a. net 

of fees, over rolling 5 year 
periods 

 
 

1 March 2010 

Legal & 
General 

Investment 
Management 

AAA-AA-A Bonds 
Over 15 Year 

Index 

iBoxx £ Non-Gilts 
ex BBB Over 15 

Years Index 

To achieve a return 
consistent with the 
benchmark index 

 
 

9 May 2007 

Legal & 
General 

Investment 
Management 

Investment Grade 
Corporate Bond 
All Stocks Index 

iBoxx £ Non-Gilts 
ex BBB All Stocks 

Index 

To achieve a return 
consistent with the 
benchmark index 

 
 

9 May 2007 

BlackRock 
Aquila Life All 
Stocks UK Gilt 

Index Fund 

FTSE UK Gilts All 
Stocks Index 

To achieve a return 
consistent with the 
benchmark index 

15 April 2014 

BlackRock 
Aquila Life Over 
15 Years UK Gilt 

Index Fund 

FTSE Over 15 
Year Gilt Index 

To achieve a return 
consistent with the 
benchmark index 

15 April 2014 

BlackRock 
BlackRock 

Liability Matching 
Funds 

N/A N/A 15 April 2014 

 
 
 
 
 
 
 
 
 
 



Appendix 2: DC Investment mandates 
 
 

Fund 
Manager 

Fund Benchmark Index Outperformance Objective Inception Date 

M&G M&G Global 
Leaders 

MSCI All Country 
World Index 

To outperform the MSCI All 
Country World by 2.0% p.a. 
gross of fees over rolling 5 

year periods 

31 August 2010 

MFS Global Equity 
Fund MSCI World Index 

To outperform the MSCI 
World Index by 2.0% p.a. 
gross of fees over rolling 5 

year periods 

31 August 2010 

Trilogy Trilogy Global 
Equity Fund MSCI World Index 

To outperform the MSCI 
World Index by 2.0% p.a. 
gross of fees over rolling 5 

year periods 

31 August 2010 

Majedie 
Majedie UK 

Equity Service 
Fund 

FTSE All Share 
Index 

To outperform the FTSE All 
Share by 3.0% p.a. gross of 

fees over rolling 5 year 
periods 

31 July 2010 

Schroders Diversified 
Growth Fund RPI  

To target RPI+3% p.a. gross 
of fees, over 5 to 7 years with 

a volatility of 2/3 that of 
equities 

26 January 2007 

BlackRock Aquila Life Market 
Advantage LIBOR To target 3 month 

LIBOR+3% p.a. gross of fees 19 August 2013 



BlackRock 

Aquila Life World 
(ex-UK) Equity 

Fund 
 

FTSE AW – Dev 
World ex UK Index 

To achieve a return 
consistent with the 
benchmark index 

9 June 2006 

BlackRock Aquila Life UK 
Equity Fund 

FTSE All Share 
Index 

To achieve a return 
consistent with the 
benchmark index 

9 June 2006 

BlackRock 

Aquila Life 
Emerging 

Markets Equity 
fund 

MSCI Emerging 
Markets Index 

To achieve a return 
consistent with the 
benchmark index 

1 August 2013 

BlackRock 
Aquila Life 

Consensus Fund 
 

BlackRock 
Consensus 
Benchmark 

To achieve a return 
consistent with the 
benchmark index 

9 June 2006 

Threadneedle Threadneedle 
Property Fund 

CAPS Property 
Median 

To outperform the benchmark 
by 1.0% - 1.5% p.a. 22 May 2007 

Fidelity  
Fidelity UK Long 
Corporate Bonds 

Fund 

Merrill Lynch 
Eurosterling Over 

10 Years Bond 
Index 

To outperform the benchmark 21 August 2013 

BlackRock 
Aquila Life Over 5 

Year Index-
Linked 

FTSE Over 5 
Years Index Linked 

Index 

To achieve a return 
consistent with the 
benchmark index 

22 May 2007 



BlackRock 
Aquila Life Over 

15 Years Gilt 
Fund 

FTSE Over 15 
Year Gilt Index 

To achieve a return 
consistent with the 
benchmark index 

22 May 2007 

BlackRock Aquila Life Cash 
Fund LIBID 7 Day 

To achieve a return 
consistent with the 
benchmark index 

9 June 2006 

The Trustees provide the following blended white-labelled funds as part of the fund range: 

 BlackRock Global Equity 30/70  

 30% BlackRock UK Equity Index 

 60% BlackRock World ex-UK Index 

 10% BlackRock Emerging Market Index 

 Global Equity Fund 

 33.3% M&G Global Leaders 

 33.3% MFS Global Equity 

 33.3% Trilogy Global Equity 

 Diversified Growth Fund 

 50% Schroders Diversified Growth   

 50% BlackRock ALMA  

 Blended Bond Fund 

 50% BlackRock Over 15 Years Gilt Index 

 50% BlackRock Over 5 Year Index-Linked Gilt Index 

 Corporate Bond Fund 

 Fidelity UK Long Corporate Bond 




