
Ask the employer to comment on its actual experience since the referendum and 

the potential implications for its trading and cash generating prospects.  

For example:

 - Is the employer a significant importer/exporter from/to the EU?

 - What has been the impact of the fall in sterling against major currencies?

 - Has there been a noticeable change in the demand for its products?

 - Have input costs changed materially?

 - How reliant is the employer on EU migrant workers?

 - Where the sponsoring employer’s group is not based in the UK,  

could operating in the UK become a less or more attractive prospect?



Has/could the value of any of the employer’s balance sheet assets  

and/or liabilities materially change? 

Has/could there be any implications the next time the employer refinances? 

Could its borrowing costs have changed? 

Where there is an overseas parent, has the UK pensions deficit or upcoming 

deficit contributions reduced in operating currency terms as a result of foreign 

exchange movements?


If the scheme has a contingent asset in place, how has/might its value be 

impacted? For example:

 - If it is a security over property, how might the property value be impacted?

 - If there is a parental company guarantee, has the guarantor’s ability to 

underwrite its obligations changed?

 - If the guarantee is from an EU-based parent company, has the enforcement 

risk increased?



Key Action: Consider whether there has been/will be any adverse changes  
in the sponsor covenant. 
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Consider the 
sponsoring employer’s 
covenant

How might an exit 
from the EU affect the 
covenant? How has the 
uncertainty since the 
referendum already 
impacted upon covenant 
strength? If you need 
further information from 
the employer to do this, 
ask!  
 
The implications will 
be different for every 
business, and employers 
are already considering 
this from the business’ 
perspective.

Step  

1

Monitoring the implications of the UK  
leaving the EU for your pension schemes?
This checklist is a reference for trustees. It is intended to assist you with identifying actions you 
should consider taking during the current period of uncertainty whilst Brexit negotiations take place.  

We will provide future updates as and when further developments become known. 
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Consider obtaining more regular funding updates and notifying the employer if 

they do not have access to this information. 

Where a funding valuation is currently in progress, consider post-valuation 

experience and whether to allow for it in the funding plan. 

Where no valuation is currently in progress, consider whether any further action 

should be taken at the next opportunity, for example discussing additional 

funding or other support with the employer.


Key Action: Review latest funding information and consider whether  
any short-term action is required. 

Consider the short-
term impact on your 
funding position

Real gilt yields fell 
significantly following the 
EU referendum result and 
they have remained low. In 
some cases this will have 
been offset by an increase 
in asset values, but in 
others deficits will have 
increased materially. 

Step  

2

Consider your 
investment strategy

Although nominal gilt 
yields are above their 
immediate post EU 
referendum vote lows, 
real yields have fallen 
further (as inflation 
expectations have risen) 
while Sterling is at a similar 
(trade-weighted) level.  
UK growth has slowed 
recently and expectations 
are for it to remain weak, 
with Brexit uncertainty 
impacting companies’ and 
individuals’ investment  
and purchase decisions.  
In light of these conditions, 
you should understand 
your exposure to interest, 
inflation and currency 
risks in the context of 
the employer covenant 
supporting the scheme.

Step  

3 Consider whether the current level of interest rate and inflation hedging  

remains appropriate. 

Review the level of currency exposure. Is this now an opportunity to change  

the level of currency hedging?  Consider the relationship between the  

scheme’s currency exposure and the employer covenant.


If the scheme has investment triggers in place, review them to ensure  

they remain appropriate in light of current conditions. 

Review your overall equity allocation in light of the greater uncertainty  

for the UK’s economic prospects. 

Review any property allocation – is it well diversified or is it especially vulnerable 

to any particular Brexit-related negotiation outcome? 

Consider how to meet cash flow needs and how these are likely to develop 

in light of the scheme’s maturity profile and potential uptick in transfer value 

payments.


Key Action: Identify any areas of the current investment strategy that may  
need to be monitored and/or reviewed. 
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Low gilt yields have increased transfer values for many schemes. Consider 

whether to review the transfer value basis, and more closely monitor volumes of 

quotations/take up from members.


If relevant, agree the approach to be taken when a scheme member requests 

multiple transfer value quotations within a 12 month period. 

If the scheme is currently materially underfunded, consider whether a temporary 

hold or underfunding cutback in transfer value quotations is appropriate. (Note 

there is a legal obligation to provide a quote within three months and so a 

temporary hold could last no longer than that). 



Is your risk register up to date? If not, consider reviewing it. 

The General Data Protection Regulation (GDPR) is scheduled to come into force 

in EU member states on 25 May 2018 – it will also apply to the UK. Understand 

your obligations as a data controller and consider what actions you may need to 

take. 



Have conflicts relating to key individuals changed or heightened  

as a result of Brexit? 

Consider how much Brexit-related commentary to include in your newsletters or 

bulletins to members. 

Key Action: Consider whether to review your approach to transfer values. 

Consider on-going 
pension scheme 
management issues

Consider on-going 
administration, in 
particular where benefits 
are being crystallised, for 
example by transfer value 
payments.

Step  

4

Consider the 
implications for  
key pensions  
de-risking actions

If you are currently taking 
action to manage risks, for 
example through liability 
management exercises or 
insurance de-risking, there 
may be further issues to 
consider.

Step  

5 For schemes currently looking to execute an insurance contract:

 - Monitor insurer pricing closely to ensure any pricing opportunities  

can be identified and captured quickly.

 - Consider commissioning an independent due diligence report on insurer(’s) 

financial strength.

For schemes that may be interested in transacting in the future:

 - If your employer has an overseas parent, the weakened sterling  

position makes cash investment in ‘parent currency’ terms cheaper.  

Consider whether to open up a de-risking conversation with  

employer/overseas parent at this time. 



Consider how movements in the funding position and transfer value factors 

impact on-going ETV/Flexible Retirement Offer projects:

 - High transfer values may increase take-up BUT if yields revert back then 

transfers paid out may look relatively expensive.



Key Action: Carefully consider the impact on on-going de-risking exercises. 
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Consider the 
implications for  
DC schemes

Step  

6 Has your DC provider kept you up to date on the impact Brexit may have  

on its business, eg if it has a European parent? 

What (if any) communications are you or providers planning to send to 

employees/members as and when further information becomes known? 

Consider the differing needs of the membership population and how this might 

influence their retirement options if market volatility has an impact on their 

confidence levels as they are about to take their benefits.



Are the risk warnings in your communications programme up to date and clear? 

Consider the potential short and long-term impact on your DC default strategy 

Does it need reviewing? You should consider writing to members to confirm that 

they are keeping the strategy under review in light of Brexit.


Consider whether a data audit on your DC scheme is required in light of GDPR. 

Key Action: Don’t ignore the impact that Brexit may have on your DC scheme. 
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