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Snapshot of the fiduciary 
management market 2020 –  
calm before the storm?
Any conversation regarding 2020 is incomplete without mentioning the impact of the pandemic. The 
past year has undoubtedly tested fiduciary managers’ resilience. It has shone a light on the benefits 
of this approach to managing investment strategy, but exaggerated weaknesses too. The pandemic 
has unsurprisingly been a distraction which slowed activity in the first part of 2020, and with the June 
2021 deadline looming for the CMA Order, we can only believe that there is a lot of activity to come in 
the next 12 months. If anything, this pandemic has highlighted the need of independent oversight of 
fiduciary mandates and how Trustees can objectively assess the value added by fiduciary managers. 

Despite the challenges faced by the industry, we are seeing many positive developments come 
to fruition including lower fees paid by clients and greater focus on ESG in the industry. With 
approximately 19%1 of all UK DB pension schemes now using some form of fiduciary management, 
it would be fantastic for this part of the industry to make a positive impact and lead the way for ESG 
(and other such) initiatives! 

Key messages
1. Market growth is lower but there has been significant increase in assets 

under management over last year. 

2. Retender activity has kept managers busy with several mandates changing 
hands. Given the current trend experienced over this past year, we expect a 
lot more retenders to come through in next year’s survey.

3. Fiduciary management fees have decreased over time as cost transparency 
and cost awareness has put downward pressure on the fees. However, 
with greater assets under management, this market is still a big source of 
revenue for fiduciary managers.

4. There has been an increased focus on more bespoke ESG policies, which 
reflects how Trustees are thinking about this. We expect this trend to 
continue over coming years.

See more on 
page 3

See more on 
page 4

See more on 
page 6

See more on 
page 7

1 Number of defined benefit schemes using full and partial fiduciary management compared to the number 

of UK schemes in the PPF Purple Book 2019, which listed 5,436 eligible UK Defined Benefit Schemes.
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Growth slows but remains buoyant

This year saw a c.7% increase in the 
number of total mandates, which is 
lower than the 10% increase from the 
previous year. This might suggest 
a slower pace to implementing 
mandates as new tendering 
requirements are embedded into 
the market on the back of the CMA 
Order. The lower rate of increase also 
reflects the impact of COVID-19 in the 
first half of 2020. It will be interesting 
to see how this trend continues into 
next year.

The assets under management 
(‘AUM’) have increased by 15% over 
the last year driven particularly by 
growth in full fiduciary assets of 19%. 
Full fiduciary mandate assets have 
been supported by the relatively high 
levels of liability hedging that fiduciary 
mandates are targeting, which have 
benefitted from yield movements. 
Partial mandates continued to 
increase, albeit at a slower rate over 
the year.

The Investment Managers and Specialists have experienced higher growth rates, both in terms of number of mandates 
and AUM, relative to Consultants (who continue to dominate the market). Could this be a move towards levelling of the 
distribution across providers? 

Footnote: We have assumed JLT data has remained constant from 2018, as following merger with Mercer this data was not available this year.

Market update
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‘According to our estimate the 
number of retenders captured 
within this survey is still below half 
of all retenders expected under the 
CMA review.’

Retender activity increases as impact of 
the CMA review feeds through

Following the CMA review, we expected to see a flurry of retender activity over the period. This has been true but perhaps 
to a more subdued extent than anticipated. What is not captured in our figures is whether trustees are undertaking this 
because they have to – as a tick box exercise – or are they genuinely considering a change in fiduciary manger? 

Perhaps as expected, most trustees (around 2/3rds) are deciding not to switch providers following completion of the 
exercise. However, a significant 36% of the retenders are not being won by the incumbent fiduciary manager. Clearly not 
all Trustees have been satisfied with the service provided by the incumbent manager since their appointment. Early signs, 
picked up by our survey, indicate that a larger than expected proportion have opted to part ways with their incumbent.

Retender activity

Retenders wins where not incumbent Retenders wins where incumbent
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In our view this demonstrates, not that 
the fiduciaries aren’t doing a good 
enough job, but more that trustees 
are taking their reviews seriously – 
they are committed to making sure 
they get the best possible outcome 
for their scheme.

Footnote: The above data excludes two fiduciary managers who were 
not able to provide the above data.
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‘The COVID 19 pandemic 
has highlighted the need for 
independent oversight of 
fiduciary managers. Current 
levels of ongoing oversight 
are low; Trustees should 
consider involving independent 
evaluators.’

Use of independent advice has 
increased in selection
There has been a marked increase in the use of independent advice when selecting a fiduciary manager. With 71% using 
independent evaluators to help with their selection exercises (a 16% increase on last year’s survey), this has become an 
important oversight for trustees and again maybe unsurprising given the CMA Order. The use of independent advice for 
ongoing monitoring has continued to remain at around 22%. We would expect this to increase going forwards, as we see 
many Trustees experiencing the benefits of oversight as part of their selection/retender exercises.

We define independent advice as written advice provided to the Trustees from a third party.

Independent advice

Use of independent advice in selection exercises
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ESG engagement remains high with a 
move to more bespoke policies

The Department for Work and Pensions (“DWP”) requirements in relation to Statement of Investment Principles and ESG 
came in to force over this year. Similar to last year the level of engagement with ESG issues was high, with c.98% of clients 
focusing on this to some extent over the year. That said, more trustees are using bespoke policies (i.e. screening certain 
investments), around 15%, relative to a negligible amount last year.

This year we have also focused on 
diversity within fiduciary managers. 

We were keen to understand the 
key areas that providers were 
implementing to recognise, promote, 
or improve diversity. Two key areas 
focused on the employees namely 
employee initiatives (e.g. gender pay 
gap) and training.

ESG and diversity
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Best ideas portfolios access more diverse 
assets, albeit for higher fee

We asked fiduciary managers 
to tell us how they would 
invest the assets of a scheme 
with £500m of assets 
targeting a return of Gilts + 
3% per annum. The average 
of responses is set out to the 
right.

Fiduciary managers have the flexibility to use a best 
ideas or cost effective portfolios, although it will be 
one of these approaches typically implemented 
for the client as appropriate. As shown to the right, 
best ideas growth portfolios provide more active 
management with less equity exposure and a higher 
focus towards alternative assets, albeit for higher 
investment management fees (see below). The 
difference between the average estimated fees of 
the two options is 0.19% (for a scheme of AUM of 
£500m this equates to £950k p.a.). The levels of 
interest rate and inflation protection remain high on 
unconstrained portfolios. 

Asset allocation and fees
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Factor
16.8%

Passive
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2020 – best ideas growth portfolio
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28.9%

Credit
37.5%
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Average best ideas fees vs average cost effective fees
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Average FM fee by AUMFiduciary management fees drop rapidly with 
increase in assets under management, but the 
reduction slows down after £500m. The level of 
fiduciary management fees has reduced over the last 
few years.
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Great trustee emphasis on setting 
long-term objectives

We asked fiduciary managers to tell us what the end game was for their full UK mandates. The results indicate that an 
increasing number of schemes are now targeting self-sufficiency with buy-out the second most popular option.

Impact of COVID-19

We asked fiduciary managers how many of their full 
fiduciary clients revisited their investment strategy during 
the first half of 2020, and what decisions were made as part 
of the review.

Only 41% made no changes as a result of their strategy 
review over 2020. 28% of full fiduciary mandates revisited 
their long-term strategy, demonstrating the impact of the 
pandemic on pension schemes. Only 3% of the pension 
schemes changed sponsor contributions. Inevitably, most 
Trustees will be relying on their investment strategies to 
help meet the pension scheme deficit.

Investment strategy and long-term objectives

17Document classification: Confidential

‘The number of trustees that now have a long-term 
objective for their scheme has increased’

The number of trustees that now have a long-term objective for their scheme has increased 
from last year, with only 11% of schemes yet to have a plan in place. Interestingly there were no 
mandates that were looking to move to a consolidator or superfund but the number of mandates 
looking to run off or move towards self-sufficiency increased to 44% from 38% last year. This 
trend should be one to monitor next year given that superfunds received regulatory approval in 
June 2020.

Great trustee emphasis on 
setting long-term objectives 

© Isio Group Limited/Isio Services Limited 2020. All rights reserved

Long Term Objectives

Great trustee emphasis on setting 
long-term objectives 

Increase in schemes 
targeting self sufficiency up 
from 38% last year to 44% 
this year

Decrease in Schemes with 
no long term plan down to 
just 11%.

No mandates that were looking to move to 
a consolidator or superfund this year. This 
might change with the regulatory approval 
for Superfunds coming in June 2020.

No plan defined as yet
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Isio is an independent, 
whole of market adviser

What can we do for you?

Fiduciary management expertise

We provide ongoing independent fiduciary oversight to clients ranging from 
less than £20 million in size to £4 billion.

Investment advisory expertise

Our traditional investment advisory practice advises the trustees and 
corporates of UK DB pension schemes and others, with assets under advice of 

over £50 billion.

Wider pensions resources

We can bring you experts in trustee board governance, insurance and risk 
transfer solutions, Defined Benefit and Defined Contribution services, or any 
other areas required in advising on how best meet your scheme objectives.

Governance review

Ongoing monitoring  
and oversight

Onboarding and  
document review

Provider selection  
and retenders

Provider review

Ad hoc fund review  
and selection



10Document classification: Public

© Isio Group Limited/Isio Services Limited 2020. All rights reserved.

Further notes

The survey results presented are based on the responses received from the following fiduciary 
managers operating in the IP pensions market with data as at 30 June 2020.

We thank each provider for their input in this exercise. We have relied on the information provided to 
us by the fiduciary managers as being correct.

Definitions used in this survey

Full delegation

The fiduciary manager is typically engaged under an investment management agreement to manage 
100% of scheme assets. The services provided include all or the majority of the following: journey plan 
design, strategic and tactical asset allocation, growth and matching portfolio structuring, manager 
selection, implementation and administration, so that there is a combination of investment advice 
and investment management.

Partial delegation

Trustees delegate only a subset of the investment management to provider. The subset may comprise 
a portion of the scheme assets or a portion of the “full fiduciary” responsibilities, for example, a 
proportion of the Scheme’s growth assets. The subset must also be a subset of an alternative full 
fiduciary management service provided by the same firm.

Environmental, Social and Governance (‘ESG’)

Investing with an awareness of the wider risks associated with the impact of investments on society 
as a whole.

• Aon Hewitt

• BlackRock

• BMO

• Cambridge Associates

• Cardano

• Charles Stanley Asset Management

• Goldman Sachs Asset Management

• Kempen

• Legal & General

• Mercer

• River & Mercantile

• Russel Investments

• Schroders 

• SEI

• State Street Global Advisors

• Willis Towers Watson
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The information contained herein is of a general nature and is not intended to address the 
circumstances of any particular individual or entity. Although we endeavour to provide 
accurate and timely information, there can be no guarantee that such information is 
accurate as of the date it is received or that it will continue to be accurate in the future. 
No one should act on such information without appropriate professional advice after a 
thorough examination of the particular situation.

Isio Group Limited is authorised and regulated by the Financial Conduct Authority  
FRN 922376

Contact us
Paula Champion
Head of Fiduciary 
Management

Anthony Webb, 
FIA
Head of Fiduciary 
Clients

Faye Mullen,  
CFA
Head of Fiduciary 
Research 

  +44734 177 8427
  paula.champion@isio.com 
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  faye.mullen@isio.com

  +4420 712 36004 
  anthony.webb@isio.co.uk  

The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or entity. Although we 
endeavour to provide accurate and timely information, there can be no guarantee that such information is accurate as of the date it is received or that it will 
continue to be accurate in the future. No one should act on such information without appropriate professional advice after a thorough examination of the 
particular situation.
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