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World’s first longevity hedge for non-retired 
pension plan members completed 
 £70 million Forward contract opens up new risk management market for pension funds 

 
London, 1 February 2011 
 
The world’s first longevity index hedge against increases in life expectancy for a pension plan’s non-
retired members has been completed. 
 
The Trustees of the Pall (UK) Pension Fund (“the Fund”) and Mercer today announced a longevity 
hedge with J.P. Morgan, executed and managed by Schroders on behalf of the Fund, to mitigate the 
risk that non-retired members of the Fund live longer than expected. The Fund has entered into a £70 
million contract based on future values of J.P. Morgan’s LifeMetrics longevity index.  
 
Previous longevity deals have focused on retired members only, making this transaction the first of its 
kind globally. Hedging against increased life expectancy of pension plan members who have yet to 
retire has, to date, been problematic due to the long-term nature of the risk and the difficulties 
associated with accurately hedging pension benefits that have yet to come into payment. 
 
The hedge has a term of 10 years during which the Fund’s Trustees may choose to adjust the size 
and composition of the swap or decide on an alternative solution. The transaction requires no up-front 
cash and so the Fund’s sponsoring employer does not need to contribute additional resources into the 
Fund. The agreement results in the Fund receiving a payout if life expectancy improves at a greater 
rate than specified in the contract, and so allows the Fund to offset its liabilities. 
 
Andrew Thomson, Chairman of the Trustees, said “Like other pension plans, our Fund has been hit by 
significant life expectancy rises over the last decade. This flexible and innovative arrangement helps 
us manage the key risk of longevity.”  
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Gordon Fletcher, risk consultant at Mercer and lead adviser to the Trustees, said “In general, the 
uncertain life expectancies of people still yet to retire pose a far greater risk to pension plans than 
those who have retired. Current practice has been to focus on mitigating pensioner risk, so this new 
transaction marks a huge advance in the longevity risk market place. It is flexible with minimal cash 
implications on day one and is, therefore, likely to be of interest to many occupational pension plans 
that are actively de-risking.” 
 
Dr Fletcher continued, “We are in active conversations with both UK and international pension plans 
that are de-risking, and with similar longevity indices for the UK, US, Germany, and Netherlands we 
anticipate international interest in this development.” 
.  
David Epstein, Head of Longevity Structuring at J.P. Morgan, commented, "Index-based hedges are 
particularly well suited to hedging the longevity risk of pension plans with significant deferred and 
active members. J.P. Morgan is pleased that the LifeMetrics longevity index has played a pivotal role 
in this ground-breaking transaction." J.P. Morgan has been a pioneer in the longevity swap market, 
executing the world's first capital markets longevity swaps in 2008, including both index-based and 
named-lives longevity swaps. 
 
Andrew Connell, Head of Liability Driven Investment at Schroders, said: “Index-based longevity 
hedges represent an important addition to the LDI tool kit by enabling plans to mitigate the longevity 
risks embedded in the liabilities payable to younger members. Schroders has been discussing these 
instruments with consultants and trustees for some time and so were delighted to work with the Fund 
and Mercer to deliver this solution.”  
 
Mark Howard, Head of Pensions at Barlow Lyde & Gilbert LLP, commented: “We are delighted to have 
advised the Trustees on this ground-breaking transaction.  The deals to date have been conducted by 
very large plans and this opens up the possibility of longevity hedging to pension plans of all sizes.” 
 

-Ends- 

 

Notes for Editors 
 
Mercer provided the regulated advice and acted as independent broker in this transaction, Barlow 
Lyde & Gilbert LLP provided the Trustees with legal advice, Schroders is the Fund’s investment 
manager, and J.P. Morgan is the hedge provider and collateral custodian for this transaction. 
 
The Fund relates to a global manufacturing company. The transaction applied to the company’s UK 
pension Fund which has assets of £120 million and around 1,800 members in total. The benefit 
entitlement of current and future pensioners of the Fund is unaffected.  
 
Mercer is a leading global provider of consulting, outsourcing and investment services. Mercer works 
with clients to solve their most complex benefit and human capital issues, designing and helping 
manage health, retirement and other benefits. It is a leader in benefit outsourcing. Mercer’s investment 
services include investment consulting and multi-manager investment management. Mercer’s 20,000 
employees are based in more than 40 countries. The company is a wholly owned subsidiary of Marsh 
& McLennan Companies, Inc., which lists its stock (ticker symbol: MMC) on the New York and 
Chicago stock exchanges. For more information, visit www.mercer.com. 
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J.P. Morgan is the investment banking arm of JPMorgan Chase & Co. (NYSE: JPM), a leading global 
financial services firm with assets of $2.1 trillion and operations in more than 60 countries. The firm is 
a leader in investment banking, financial services for consumers, small business and commercial 
banking, financial transaction processing, asset management, and private equity. A component of the 
Dow Jones Industrial Average, JPMorgan Chase & Co serves millions of consumers in the United 
States and many of the world’s most prominent corporate, institutional and government clients under 
its J.P. Morgan and Chase brands. Information about J.P. Morgan is available at www.jpmorgan.com 
 

Schroders plc is a global asset management company with £181.5 billion (EUR 209.6 billion / $286.1 
billion) under management as at 30 September 2010.  Our clients are major financial institutions 
including pension funds, banks and insurance companies, local and public authorities, governments, 
charities, high net worth individuals and retail investors.     

With one of the largest networks of offices of any dedicated asset management company, we operate 
from 32 offices in 25 countries across Europe, the Americas, Asia and the Middle East.  Globally we 
employ over 300 portfolio managers and analysts covering all the major investment markets.  We offer 
our clients a comprehensive range of products and services. 
Further information about Schroders can be found at www.schroders.com or on Schroders Talking 
Point www.schroders.com/talkingpoint.   
 
Barlow Lyde & Gilbert LLP ("BLG") is a pre-eminent international law firm with an unrivalled 
reputation in the financial services and professional practices sectors and with particular expertise in 
the insurance, reinsurance and international risk markets. The firm has 100 partners and more than 
300 lawyers in our offices and affiliated undertakings in London, Hong Kong, Manchester, Oxford, São 
Paulo, Shanghai and Singapore. 
 
The BLG team for the Trustees of the Fund was led by partner Mark Howard and included banking 
consultant Richard Ham and pensions associate Kathryn Breslin.  The BLG Pensions Team acts for 
trustees, employers and pensions professionals and has particular expertise in de-risking defined 
benefit pension plans. In February 2010, BLG advised Abbey Life Assurance Company Limited on a 
longevity transaction to provide the BMW (UK) Operations Pension Scheme with a hedge for life 
expectancy associated with nearly £3 billion of pensions scheme liabilities related to c.60,000 
pensioners.  
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