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Equities
Our strategic portfolio highlights the latest ideas from LCP’s investment strategy and research Synthetic equity protection®
teams, and how these ideas can be brought together to construct an efficient asset portfolio. Low carbon global equities
This portfolio is relevant for schemes in a number of circumstances, including those that wish Emerging market equities
to run-on and generate significant additional value in a diversified, risk-controlled way. Small cap equities
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We responded to shrinking credit spreads by
reducing the synthetic credit exposure and
replacing the return with equity exposure.

Dynamic LDI* 24
The yield rise to exhaustion that the LDI
portfolio can withstand is about 6%
(taking account of other assets within the
collateral waterfall*).

We have also diversified our infrastructure
allocation to incorporate an energy transition
focus, where (regardless of President
Trump’s policies) we anticipate significant
financing needs over the coming years.

Within the strategic portfolio we have a zero allocation to long-dated corporate bonds,

What tO dO as we believe current credit spreads offer poor value for money, with the performance
b outlook skewed to the downside. Over the last few quarters, we've reduced our exposure
a Out to both synthetic and physical long-dated credit, which we have redeployed into:

allocations tO » Short-dated credit, given spreads are less compressed compared to history than for
longer dated credit and, more importantly, capital values are less exposed should
l()ng—da ted credit spreads increase. We have split the allocation between both short-dated

t corporate bonds and asset backed securities.
CorpOra e » Equities and a diverse range of growth assets, given a more balanced performance
bonds D outlook for these assets. However, we’re careful to consider regional splits when

adding more to equities given the concentration to a small number of highly valued US
stocks with global indices.
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Opportunistic credit
Private credit
Infrastructure debt
Emerging market debt
Multi asset credit

Investment grade credit

Asset-backed securities 10

Net-zero transition short duration
credit

Synthetic credit overlay1

Expected return?: Gilts + 2% pa
Liability hedge ratio®: 100% of assets
Unhedged currency exposure: 25% of assets

1 Assets all held within a single bespoke fund and used to support the
hedging exposures.

2Expected return based on LCP’s latest asset class assumptions, which are
available upon request

3 Capped at the value of liabilities

4Current collateral waterfall assets include the bespoke LDI fund and the
Net-zero transition short duration credit allocation.
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Our low-dependency portfolio is appropriate for well-funded and/or significantly
mature schemes and has also been designed to provide flexibility to run-on for a
period and/or take advantage of insurance opportunities.

Short-dated
credit

UK equities

This quarter, with credit spreads at
historic lows, we reduced our

allocation to long-dated credit and
split the proceeds equally between

maintain credit
Asset-backed securities’

credit

Investment grade credit % 35

Enhanced ESCi long dated buy &

Net-zero transition short duration
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short-dated credit and UK equities.
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Long-dated credit

Emerging market debt 3

Real assets

Listed infrastructure 3
Equities

Low carbon global equities 3
UK equities 3

Expected return?: Gilts + 1% pa

Liability hedge ratio®: 100% of assets Dynamic LDI

Dynamic LDI* 47
The LDI portfolio can withstand substantial yield increases
(about 9%) before its assets are exhausted.

Minimal unhedged overseas currency
exposure

1 Assets all held within a single bespoke fund and used to support the hedging exposures.
2Expected return based on LCP’s latest asset class assumptions, which are available upon request
3 Capped at the value of liabilities
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How are your

\&»/ equities allocated?

This quarter, we’ve rebalanced the regional split of our synthetic equities
in our run-on portfolio and made an allocation to UK equities in our low-
dependency portfolio.

Why? This is partly based on the fact that global equities currently have a
historically high weighting towards the US (and within that, to a handful of
tech stocks). Whilst the growth potential of these stocks may well support
their high valuations, they also pose a degree of specific risk (since you'll
be overexposed to the idiosyncratic risks that affect those individual
stocks) and so we see merit in reducing portfolio concentration and
diversifying, especially given this can be done whilst banking significant
relative gains.

Looking for opportunities elsewhere, we note the somewhat defensive
nature of the UK equity market and relatively high levels of income
(although there’s value to be had in Europe and emerging markets too).

Ask your consultant to revisit your equity allocation.
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The information contained within this generic presentation is for information purposes and does not constitute
investment advice. It refers to past performance, which is not a reliable indicator of future results. This information
should not be relied upon for detailed advice, nor taken as an authoritative statement of law.

At LCP, our experts help to power possibility by navigating you through complexity to make decisions that matter to your
business and to our wider society. We are powered by our desire to solve important problems to create a brighter future.
We have market leading capabilities across pensions and financial services, energy, health and analytics.
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All rights to this document are reserved to Lane Clark & Peacock LLP (“‘LCP”). This document may be reproduced in whole or in part, provided prominent acknowledgement of the source is given. We accept no liability to anyone to
whom this document has been provided (with or without our consent). Lane Clark & Peacock LLP is a limited liability partnership registered in England and Wales with registered number OC301436. LCP is a registered trademark in
the UK (Regd. TM No 2315442) and in the EU (Regd. TM No 002935583). All partners are members of Lane Clark & Peacock LLP. A list of members’ names is available for inspection at 95 Wigmore Street, London W1U 1DQ, the
firm’s principal place of business and registered office. Lane Clark & Peacock LLP is authorised and regulated by the Financial Conduct Authority for some insurance mediation activities only. We are also licensed by the Institute and
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