
Ensuring Trustees understand the key issues
LCP’s guide to fiduciary management

Fiduciary management is a governance solution, whereby a single investment manager is selected to manage 
all of the assets of the scheme, and is given a target return to achieve linked to the scheme’s liabilities.

In this short guide, we look at the pros and cons, and the options available.
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Under fiduciary management mandates, trustees still decide 
on the overall investment objective (including if relevant a 
de-risking framework), the rate of return to target and the 
level of risk that they can tolerate. These decisions cannot be 
delegated; however under a fiduciary management mandate 
everything else can – if required – be delegated. This may 
include strategic asset allocation, liability hedging, fund 
manager selection / replacement and the overlay of tactical 
views. In practice there is a spectrum of approaches and the 
extent of delegation may vary over time.

However, “fiduciary management” is itself an ill-defined term 
- all fund management is fiduciary.  

Most consider “fiduciary management” to be the CMA 
definition of the term. Broadly, the provision of both fund 
management, and advice.

In practice this refers to appointing the same firm to set the 
strategy and oversee the investments, as you appoint to 
manage the assets. This model brings conflicts of interests 
- indeed “fiduciary management” is therefore effectively 
defined by the existence of this conflict, rather than by the 
governance benefits it can bring.

Under this model, trustees typically need to appoint a firm 
like LCP to provide “oversight” - to give independent advice 
on the investment manager’s performance.

An alternative approach using the traditional advisory 
model is “sole investment management” - retaining one 
firm for strategic advice and oversight, and the “fiduciary 
manager” for investment management. This brings the 
desired governance benefits from trustees delegating asset 
allocation, manager selection and transitions to a single 
manager, whilst retaining the distinction between advice and 
fund management.

Further, there is “partial fiduciary management” - delegating 
management of just the more complex elements of your 
strategy may be efficient and attractive. In most cases, there 
is little difference between “partial fiduciary management” 
and a multi-asset fund or fund of funds from an investment 
perspective. Again, “fiduciary” just flags the existence of a 
potential conflict of interests.

Regardless of the approach used, trustees must retain the 
responsibility for monitoring the fiduciary manager.

While we believe that fiduciary management can be the 
right solution for some pension schemes, it does introduce a 
number of challenges.
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Understanding fiduciary management

BENEFITS CHALLENGES

Conflicts of 
interest

Investment managers generally are incentivised 
to retain your assets.

On the one hand that is good, as they need 
to avoid poor performance, and deliver good 
service.

However, your fiduciary manager is unlikely to 
tell you that there are possibly better options 
available!

Where you have chosen to get advice from 
the same firm that manages your assets, you 
need separate, independent advice on their 
performance, fees, and the overall strategy.

Higher fees Overall, fees tend to be higher than under the 
advisory model. This should be expected, as you 
are paying an investment manager to do more 
on your behalf.  The big question is whether the 
governance benefits justify the higher fees, and 
the answer to this will be different for different 
trustee bodies.

Faster 
implementation

Investment managers can implement changes 
faster than trustees, where this has been 
delegated. For example, automatically de-risking 
when a trigger set by the trustees has been hit.

Reduced 
governance

Typically trustees are less involved in 
implementing investment strategy so they will 
spend less time and resources evaluating ideas 
and managers.

Economies of 
scale on fund 
manager fees

A fiduciary manager has the ability to make fast 
decisions without waiting for Trustee meetings 
- this will typically be more beneficial for smaller 
schemes than larger schemes.
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1. Setting the 
right governance 
framework
The choice of governance 
model is an important 
decision for trustees.  There 
are numerous ways of 
reducing governance - the 
traditional advisory model and 
the fiduciary management 
model are two extremes 
of a spectrum. We would 
encourage trustees to 
understand the full range of 
approaches in order to decide 
the most appropriate for your 
objectives, and to get the best 
value for money.

2. Selecting the  
best provider 
Fiduciary managers approach 
investments in different 
ways, and the choice will be 
driven by your beliefs and 
objectives.  Are you looking 
for dynamic asset allocation? 
Lower fees? Manager selection 
capabilities? Strong strategic 
advice? It is worthwhile being 
clear what you are looking for, 
before deciding which firms to 
invite to tender. 
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INVESTMENT 
CONSULTANT

How can an independent investment 
consultant add value?
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4. Evolving the  
investment strategy
Trustees should take a step back and ask whether the 
scheme’s portfolio is suitable for their de-risking journey 
over the coming years. Who is proactively monitoring 
and raising de-risking opportunities, such as funding 
triggers, buy-ins and buy-out or consolidators?

5. Evaluating performance 
It is important to get an objective view on how your manager is performing. You should appoint an independent 
investment consultant to give you this information and advice, to help you understand how your fiduciary manager is 
performing relative to peers, developments you should be aware of, and to provide ongoing challenge to the fiduciary 
manager.
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3. Negotiating terms 
There are a number of important factors to  
consider when appointing a fiduciary manager. Schemes 
need to set high-level objectives, risk tolerances and 
benchmarks for fiduciary managers. Costs need to be 
transparent and any performance-related fees should 
be carefully structured and aligned with a scheme’s 
ultimate objectives, so that they do not incentivise 
excessive risk-taking. 

How can an independent investment 
consultant add value?
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To help with this process, trustees need a firm that: 

	§ can set a tailored investment strategy; 

	§ knows the fiduciary market well; but

	§ is independent from all the participants in the  
fiduciary market.

At LCP, our day job is setting strategy, and fiduciary manager 
research is well resourced and fully integrated into our 
manager research programme. This is why trustees are 
increasingly turning to us for this vital role. 

We do not provide fiduciary management and as an 
independent firm have seen an increasing number of 
requests to help clients with their fiduciary management 
arrangements. We provide these services to clients with all 
the major fiduciary managers.

We have a central fiduciary manager review team, of which 
James, Mike, Kevin and Rob are senior members, to meet this 
demand for our independent expertise. 

As a strategic advisor, we can offer an independent, fully 
integrated service, supporting you in setting your overall 
long-term investment strategy, through de-risking steps and 
all the way to buy-in or buy-out when the time is right.

James Trask 

Partner

James.Trask@lcp.uk.com 

+44 (0)20 7432 6641

Joel Hartley

Partner

Joel.Hartley@lcp.uk.com 

+44 (0)1962 873349

Emma Adair

Partner

Emma.Adair@lcp.uk.com 

+44 (0)20 3314 4636

Rob Guthrie

Partner

Rob.Guthrie@lcp.uk.com 

+44 (0)20 7432 6797
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Why LCP?
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At LCP, our experts provide clear, concise advice focused on your needs. We use innovative technology to give you real time insight & control.  
Our experts work in pensions, investment, insurance, energy and employee benefits.

Lane Clark & Peacock LLP  

London, UK  

Tel: +44 (0)20 7439 2266  

enquiries@lcp.uk.com

Lane Clark & Peacock LLP  

Winchester, UK  

Tel: +44 (0)1962 870060 

enquiries@lcp.uk.com

Lane Clark & Peacock Ireland Limited

Dublin, Ireland  

Tel: +353 (0)1 614 43 93 

enquiries@lcpireland.com

Lane Clark & Peacock Netherlands B.V. 
(operating under licence)

Utrecht, Netherlands 

Tel: +31 (0)30 256 76 30  

info@lcpnl.com 

Insights and opinions  
on our blog 
www.lcp.uk.com/our-viewpoint/

Updates from our  
experts on LinkedIn

News and conversation  
on Twitter: 
@LCP_actuaries

Meet our people at one of  
our regular events
www.lcp.uk.com/events

Follow us 

www.lcp.uk.com/our-viewpoint/
https://www.linkedin.com/company/lane-clark-&-peacock-llp/
https://www.linkedin.com/company/lane-clark-&-peacock-llp/
https://twitter.com/LCP_actuaries

