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Schroders Quickview 
Regulation in DC 
A response to tPR’s consultation on regulating  
work-based defined contribution pension schemes 
 
Schroders Defined Contribution Team 

The Pensions Regulator (tPR) has issued a consultation on regulating work-based DC pension 
schemes, where responses are due today. 

The Schroders DC team has responded to tPR in detail regarding the provision of investment 
services to members. 

We support the need for guidance and regulation to improve the DC market but we have concerns 
arising from the Pension Regulator’s consultation paper and the current market environment, 
relating specifically to: 

— Consistency of regulation and quality in different market segments 
— Conflicts of interest and competition 
— Availability and assessment of appropriate default investment solutions 
— Understanding of value for money 

Consistency across DC pension provision and regulation 

We are concerned that the lack of consistency across different segments of the market will push 
employers towards sub-optimal solutions which may appear simple and low cost. 

It is imperative that any legislation does not just apply to trust based schemes but across the 
industry to ensure consistency of best practice. Complex and onerous legislation that applies only to 
trust based DC pension provision is potentially unhelpful and damaging to the industry. 

Conflicts of interest and a competitive market 

In order for members to receive the best possible default investment solutions and true value for 
money, the market must be competitive and not conflicted. 

Members of some pension products run by commercial entities face significant risks from conflicts of 
interest. In some cases it is unclear how trustees can change the supplier of certain services, such 
as admin and investments, when that supplier is the commercial entity running the pension scheme.  

Scheme governance committees must have the independence and power to design and implement 
default strategies that meet the needs of the scheme members.  

Default investment strategies 

Default funds should be considered the most appropriate option for the majority of members. To this 
end there are some potentially conflicting messages in the regulator’s DC quality features regarding 
communications with members and value for money.  
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Communication – We believe that members should be encouraged to focus on understanding the 
impact of their decisions at different ages. This does not mean making complex investment choices 
which need to be regularly monitored. Instead communications should focus on members 
understanding the impact of joining schemes and increasing contributions at younger ages, followed 
by the importance of protecting value in the later stages of accumulation and then delivering an 
optimal retirement income in decumulation. 

Too much information and communication regarding complex investment decisions and ongoing 
monitoring may lead to a disengagement with pensions. Default investment solutions should be 
seen as a ‘safe haven’. They should be designed and monitored by scheme governors with an 
understanding of the underlying membership. They should offer appropriate targets and take 
account of the members’ risk, return and fee budgets at different ages. Communication to members 
and governance resources should then be focused on the default strategy. 

Value for money – The DC industry speaks a lot about ‘value for money’. However there is no 
clarity on how it should be measured to ensure that schemes do not gravitate towards low cost 
solutions at the expense of better member outcomes. 

Investment returns and outcomes should be measured in relation to the scheme’s underlying 
membership, their targets and requirements. It is unhelpful to suggest that schemes should compare 
their returns to an average. This leads to a herd mentality where a bad return/outcome, which is in 
line with the average when monitored on a regular basis, is seen as lower risk than a solution 
targeting a more appropriate long run return for the membership. 

Guidance on measuring value for money should address the level of investment risk a fund is taking 
and how this is managed, not just the net investment return a fund is looking to deliver. Managing 
investment risk, particularly in the later years of a default strategy is vitally important.  

 

We are happy to discuss our response to the regulator’s consultation in more detail with our clients 
and their consultants. If you would like further information, please contact the Schroders DC team by 
email at UKpensions@schroders.com. 

www.schroders.com/ukpensions 

 
Important Information 
 
The views and opinions contained herein are those of the Schroders DC team, and may not necessarily represent 
views expressed or reflected in other Schroders communications, strategies or funds.  

For professional investors and advisers only. This document is not suitable for retail clients. This document is intended to 
be for information purposes only and it is not intended as promotional material in any respect. The material is not intended 
as an offer or solicitation for the purchase or sale of any financial instrument. The material is not intended to provide, and 
should not be relied on for, accounting, legal or tax advice, or investment recommendations. Information herein is believed 
to be reliable but Schroder Investment Management Limited (Schroders) does not warrant its completeness or accuracy. 
No responsibility can be accepted for errors of fact or opinion. This does not exclude or restrict any duty or liability that 
Schroders has to its customers under the Financial Services and Markets Act 2000 (as amended from time to time) or any 
other regulatory system. Schroders has expressed its own views and opinions in this document and these may change. 
Reliance should not be placed on the views and information in the document when taking individual investment and/or 
strategic decisions. 
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