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DXC Pension Plan 

Defined Benefit Assets - Statement of Investment Principles 

November 2024 

1. Introduction 

DXC UK Trustee Limited as the Trustee of the DXC Pension Plan (“the Plan”) 
has drawn up this Statement of Investment Principles (“the SIP”) for the defined 
benefit assets to comply with the requirements of the Pensions Act 1995 and the 
Occupational Pension Schemes (Investment) Regulations 2005, as amended.  
The Plan has a number of defined benefit Sections, specifically: 

▪ The LPC Section; 

▪ The Xchanging LPSO Section; the Xchanging LCO Section and the 
Xchanging Non-Marine Section, collectively the “Xchanging Sections”. 

The contents of this SIP apply to all defined benefit sections unless otherwise 
specified.   

In preparing this SIP, the Trustee has obtained written advice from the Plan’s 
Investment Consultant (“Mercer”) and the Trustee believes the Investment 
Consultant meets the requirements of Section 35(5) of the Pensions Act 1995.  
Where matters described in this SIP may affect the Plan’s funding policy, input 
has also been obtained from the Plan Actuary.   

The Trustee in preparing this SIP has also consulted the Sponsoring Company 
(“the Company”). 

The Trustee’s investment responsibilities are governed by the Plan’s Trust Deed.  
A copy of the relevant clauses, of which this SIP takes full regard, is available for 
inspection on request.  

The Trustee is a corporate Trustee board and is charged to act in the best 
interest of the underlying Plan members and beneficiaries. The Trustee has 
established an Investment Committee (“the Investment Committee”), a 
delegated committee of the Trustee, which has a remit to assist the Trustee in 
determining and monitoring how the Plan’s assets are invested.  

The SIP documents the general principles underlying the Plan’s investment 
policy.   

2. Investment Beliefs, Objectives and Risk 

2.1  Investment Beliefs and Objectives 

The Trustee’s investment objectives guide it in the strategic management of the 
Plan’s assets.   

The Trustee’s primary objective is to ensure that the assets of the Plan are 
sufficient to meet its obligations to beneficiaries.  The most objective measure of 
the Plan’s ability to pay members' benefits is the ratio of assets to the liabilities 
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measured on a ‘low risk’ basis.  The Trustee’s primary aim can, therefore, be 
translated into a desire to avoid deterioration of the low risk funding level.   

The Trustee also recognises the importance of ensuring that the assets of the 
Plan are managed in a manner which is acceptable to the Company. The Trustee 
is able to take into account the Company's views because the Trustee is 
confident in the Company's ability and preparedness to underwrite the Plan’s 
obligations to beneficiaries. 

The Trustee recognises that a portfolio of bonds is the strategy which will best 
protect against changes in the value of the Plan’s liabilities.   

LPC and Xchanging Sections (together, “the Sections”) 

The Trustee has agreed a long-term target and associated low risk funding basis 
for the Sections. The Trustee has adopted a low-risk strategy of bonds and buy-
and-maintain credit. The objectives are as follows: 

▪ The investments will be substantially de-risked and managed closely in line 
with the liabilities  
 

▪ The Trustee pays regard to the sponsoring company’s interests on the size 
and incidence of employers’ contribution payments.  
 

▪ The Sections are targeting being funded to 100% on a Gilts + 0.25% p.a. 
discount rate, but for investment decision making, the target is to have 
sufficient funding to purchase a buy-in with an insurer. 

2.2      Risk 

The Trustee recognises that, with the development of modern financial 
instruments, it would be possible to select investments that produce cash flows 
similar to the estimated liability cash flows.  However, in order to meet the long-
term funding objective within a level of contributions that the Company has 
indicated it is willing to make, the Trustee has agreed to take investment risk 
relative to the liabilities.  This taking of investment risk seeks to target a greater 
investment return than the matching assets would provide whilst maintaining a 
prudent approach to meeting the Plan’s liabilities.   

The Trustee has considered the following risks over the Plan’s anticipated 
lifetime and believes they are acceptable, based upon the procedures and 
controls already in place: 

▪ The risk of deterioration in the Plan’s funding level.  The Trustee understands 
that strategies invested in bonds and bond type assets reduces the risk of 
substantial falls in funding levels; 

▪ The risk of a shortfall of assets relative to the liabilities as determined if the 
Plan were to wind up.  In establishing the investment strategies this risk is 
taken into account; 

▪ The risk that the day-to-day management of the assets will not achieve the 
rate of investment return expected by the Trustee.  The Trustee therefore 
undertakes a rigorous manager selection exercises before investing the Plan 
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assets in an open-end management investment company and regularly 
monitors the performance of its investment managers; 

▪ The risk that the use of leverage will amplify market movements.  The Trustee 
is cognisant of this risk and takes it into account when setting investment 
strategy.  

The Trustee also considers the following risks when setting investment strategy: 

▪ Credit Risk - the risk that payments due to bond investors might not be made. 

▪ Currency Risk - the risk that the value of overseas asset changes, relative to 
sterling based liabilities, are subject to exchange rate fluctuations. 

▪ Interest Rate Risk - the risk that arises to the value of a bond investment, or 
bond type investment, from an adverse movement in interest rates.  

▪ Inflation Risk – the risk that arises to the value of an investment from adverse 
movements in inflation or market-implied inflation. 

▪ Counterparty Risk – the risk that the other party in a contract does not meet 
its contractual obligations. 

▪ Illiquidity Risk – the risk that an investment cannot be quickly converted into 
cash at a predictable price. 

▪ Legal and Regulatory Risk – the risk that laws and regulations in certain 
jurisdictions, particularly those relating to non-domestic investment and 
taxation, may be subject to change or evolving interpretation. 

▪ Environmental, Social and Governance (“ESG”) Risk – the risk that ESG 
issues, including climate change, may have substantive impacts on the 
global economy and subsequently investment returns. 

The Trustee acknowledges that these risks can be financially material to the 
Plan. While it is impossible to eliminate risk without making a significant sacrifice 
to the desired investment return, the Trustee seeks to monitor and mitigate risk 
by: 

▪ Maintaining a diversified portfolio of assets, the appropriateness of which is 
reviewed on an ongoing basis; 

▪ Seeking to hedge the interest rate and inflation risk. The Trustee monitors 
the implementation of the interest rate and inflation hedging at least quarterly 
and reviews the appropriateness of the target hedge ratios periodically. 

▪ Seeking to hedge any currency risk;  

▪ Where appropriate, using collateral to mitigate counterparty risk. Collateral 
sufficiency and counterparty exposure is monitored on an ongoing basis and 
reviewed quarterly by the Trustee;  

▪ Investing the majority of Plan assets in quoted markets such that they are 
readily realisable; 
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▪ Delegating the safe custody of the Plan’s assets to professional custodians.  
The selection and monitoring of custodians is delegated to the investment 
managers; 

▪ Adopting a cautious approach in those instances where there is a lack of risk 
transparency in the underlying investment;  

▪ Monitoring the ongoing funding level of the Sections of the Plan, with a view 
to altering the investment objective and/or strategy should there be a 
significant change in the financial health of the Sections.  

Additionally, the Trustee’s willingness to take investment risk is dependent on 
the continuing financial strength of the Company and its willingness to contribute 
appropriately to the Plan. The financial strength of the Company and its 
perceived commitment to the Plan is monitored and the Trustee will reduce 
investment risk relative to the liabilities should either of these deteriorate. 

The Trustee also takes into consideration non-financial matters when setting the 
investment objectives and strategy, but members’ views on ‘non-financial 
matters’ (where ‘non-financial matters’ includes members’ ethical views separate 
from financial considerations) are not explicitly taken into account in the 
selection, retention and realisation of investments. 

3. Investment Strategy 

In establishing the investment strategy for the Plan the Trustee has considered 
a wide range of assets classes. From this the Trustee has determined, based on 
advice from Mercer, an asset allocation for the Plan, as set out below. 

 
LPC Section: 

The current asset allocation is set out below. The Section followed a journey plan 
which has now been completed.  

Asset Class Asset Allocation (%) 

Buy & Maintain Credit 40.0 

Liability-Driven Investment (“LDI”) 60.0 

Total  100.0 

 
The Trustee has set target interest rate and inflation hedge ratios for the LPC 
Section.  The target interest rate and inflation hedge ratios are 100% of liabilities 
on a gilts + 0.25% p.a. basis, as a proxy for hedging buy-out pricing.  

The implementation of the hedge ratios and the above strategy is delegated to 
the Investment Committee, taking into account the funding level, liquidity and 
collateral sufficiency. The hedge ratios will be reviewed as buy-out market 
conditions change.   
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Xchanging Sections: 
 

Asset Class Asset Allocation (%) 

Buy & Maintain Credit 50.0 

Liability-Driven Investment (“LDI”) 50.0 

Total  100.0 

 

For the Xchanging Sections, the Trustee has set target interest rate and inflation 
hedge ratios of 104% of liabilities, where the liabilities are valued using a gilts + 
0.25% p.a. discount rate, as a proxy for hedging buy-out pricing.  

The liability hedge ratio (for all Sections) for both interest rates and inflation is 
reviewed by Mercer no less frequently than quarterly and if it has deviated 
significantly from the target (and there is available collateral) it will be rebalanced 
towards target, as set out in the Investment Guidelines with Mercer. 

The level of the hedging required to hedge buy-out pricing (for all Sections on 
the gilts + 0.25% basis) under the above strategies is delegated to the 
Investment Committee, taking into account the funding level, liquidity and 
collateral sufficiency. The hedge ratios will be reviewed as buy-out market 
conditions change.   

4. Day-to-Day Management of the Assets 

The Trustee delegates the day-to-day management of the Plan’s assets to a 
number of investment managers.  

The Trustee has a fiduciary management arrangement involving a signed 
Investment Management Agreement (“IMA”) and application form (“Investment 
Documentation”) the terms of which are consistent with the principles in this 
Statement.  The IMA provides important protections for the Plan itself and for the 
Trustee. It also sets out the terms on which the assets are managed; the 
investment briefs, guidelines and restrictions under which the investment 
managers work. 

The Trustee accepts that it is not possible to specify investment restrictions 
where assets are managed via pooled funds as the investment manager has 
discretion over the timing and realisation of investments. Nevertheless, 
notwithstanding how the assets are managed the Trustee will take appropriate 
legal and investment advice regarding the suitability of investment management 
agreements and relevant investment vehicles. 

The Trustee regularly reviews the suitability of these arrangements. Following a 
review, the Trustee may from time to time make adjustments to the asset mix 
and manager line-up. 

The Trustee is aware that under the current arrangements, the engagement, 
monitoring and termination (if necessary) of investment managers is delegated 
to Mercer. 
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5. Additional Voluntary Contribution (‘AVC’) arrangements 

The Plan permits Members to provide additional benefits for themselves by 
paying AVCs.   

Members of the LPC Section have the option of a number of funds with 
Prudential and ReAssure.   

The AVC arrangements will be reviewed periodically to ensure that the operating 
instructions, guidelines and restrictions remain appropriate. 

 

6. Responsible Investment and Corporate Governance 

The Trustee believes that environmental, social and corporate governance 
(“ESG”) factors may have a material impact on investment risk and return 
outcomes.  The Trustee also recognises that long-term sustainability issues, 
including climate change, present risks and opportunities that increasingly 
require explicit consideration. Details on how these are considered are set out in 
separately in the Trustee’s ESG Beliefs Statement in Appendix 1. The Trustee 
has taken into account the expected lifetime of the Plan when considering how 
to integrate these issues into the investment decision making process. 

Having considered its fiduciary duty, the Trustee has delegated the evaluation of 
ESG factors, including climate change considerations, and exercising voting 
rights and stewardship obligations (including engagement activities) attached to 
the investments, to the appointed investment managers in accordance with their 
own corporate governance policies and current best practice, including the UK 
Corporate Governance Code and the UK Stewardship Code.   

The Trustee considers how ESG, climate change and stewardship is integrated 
within investment processes when appointing new managers and monitoring 
existing managers. These issues are monitored by the Trustee, which takes 
advice from Mercer’s assessment of how the fund managers incorporate ESG 
into their investment processes. Monitoring is undertaken on a regular basis and 
is documented at least annually to assess the effectiveness of applied 
approaches. 

The Trustee has not set any investment restrictions on the appointed investment 
managers in relation to particular products or activities, but may consider this in 
future.  

Over 2021, the Trustee carried out a tender exercise for a dedicated ESG advisor 
and Mercer were appointed to provide ongoing advice on ESG issues. 

7. Investment Manager Appointment, Engagement and Monitoring 

Aligning manager appointments with investment strategy 

Mercer is responsible for the selection, appointment, removal and monitoring of 
the underlying investment managers. The relationship with Mercer is outlined in 
the Engagement Letter dated March 2017 and subsequent amendments. 
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The Plan’s investments are made through pooled investment vehicles, and as 
such the Trustee accepts that it has no ability to specify the risk profile and return 
targets of the manager, but believe that appropriate mandates can be selected 
to align with the overall investment strategy. 

The Sections have discretionary LDI portfolios held with Mercer which are in line 
with specific benchmarks based on their respective underlying liabilities. 

The investment managers are aware that their continued appointment is based 
on their success in delivering the mandate for which they have been appointed.   

Evaluating investment manager performance 

The Trustee receives investment manager performance reports from Mercer on 
a quarterly basis, which present performance information over 3 month, 1 year, 
3 years and since inception periods.  The Trustee reviews absolute performance, 
relative performance against a suitable index used as a benchmark, where 
relevant, and against the manager’s stated performance target (over the relevant 
time period), on a net of fees basis.  The Trustee’s focus is primarily on long term 
performance but short term performance is also reviewed.   

If a manager is not meeting performance objectives, or their investment 
objectives for the mandate have changed, the Trustee may ask the manager to 
review their fees instead of terminating the appointment. 

Portfolio turnover costs 

The Trustee receives MiFID II reporting from Mercer.  

The Trustee asks the investment managers to include portfolio turnover and 
turnover costs in their presentations and reports where applicable. The Trustee 
will engage with a manager if portfolio turnover is higher than expected.  This is 
assessed by comparing portfolio turnover across the same asset class on a year-
on-year basis, or relative to the manager’s specified portfolio turnover range in 
the investment guidelines or prospectus. The Trustee does not explicitly monitor 
portfolio turnover costs across the whole portfolio but this is considered by 
Mercer and forms part of their research views. 

Manager turnover 

The Trustee is a long term investor and is not looking to change the investment 
arrangements on a frequent basis and the Trustee will retain an investment 
manager unless: 

- There is a strategic change to the overall strategy that no longer requires 
exposure to that asset class or manager; 

- The manager appointment has been reviewed and the Trustee is no 
longer comfortable that the manager can deliver the mandate; 

8. Investment Manager and Adviser Fee Structures 

Fees payable to the investment managers and Mercer are provided to the 
Investment Committee on a regular basis through the performance reporting.  
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9. Compliance with this SIP and Review of this SIP 

The Trustee will review this SIP at least every three years and without delay after 
any significant change in investment policy.  Any change to this SIP will only be 
made after having obtained and considered the written advice of someone whom 
the Trustee reasonably believes to be qualified by its ability in and practical 
experience of financial matters and to have the appropriate knowledge and 
experience of the management of pension scheme investments. 

 
November 2024 

Signed on behalf of DXC UK Trustee Limited 

 

 

Name: Andrew Haslam 

 

Date:  November 2024 
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APPENDIX 1 

Environmental, Social and Governance (“ESG”) Investment Beliefs Statement 

This Statement has been prepared by the Trustee of the DXC Pension Plan (“the Plan”).  
It sets out the Trustee’s investment beliefs on ESG factors and sustainability, based on 
the principles detailed in the Statement of Investment Principles, and documents how 
the Trustee plans to integrate these beliefs into the Plan’s investment strategies and 
monitoring processes.  

This Statement is expected to evolve over time in line with regulatory and other relevant 
developments.  

Belief Statement  Implication for investment monitoring and strategy 

ESG factors can have 
a material impact on 
investment risks and 
returns and contribute 
to our ability to meet 
investment objectives. 

The Trustee will: 

• Set clear expectations with managers and advisers 
on how ESG considerations are incorporated into 
investment activities/advice. 

• Use Mercer’s ESG ratings to monitor any changes 
in the managers’ approaches to ESG integration on 
a quarterly basis and document this in the quarterly 
risk and performance reporting. 

• On an annual basis, undertake a more in depth 
assessment of the appointed manager strategies 
for ESG integration and review the ESG ratings 
against Mercer’s Global Investment Manager 
Database.  

• When appointing new managers, take ESG ratings 
into account in the assessment process. 

Stewardship, 
exercised through 
engagement, can help 
to create and preserve 
long term value in 
listed equities. 
 

The Trustee will: 

• Where relevant, assess the appointed managers’ 
strategies for their approach to engagement by 
monitoring policies against the UK Stewardship 
Code principles and seeking reporting from 
managers on engagement activity on an annual 
basis. 

• The Trustee notes that Mercer has an established 
Sustainable Investment Policy with specified 
expectations in respect of stewardship activity and 
disclosure for its funds.  

• Consider signing the UK Stewardship Code.  

Long-term 
sustainability issues, 
particularly climate 
change, present risks 
and opportunities that 
require explicit 
consideration 

The Trustee will: 

• Undertake scenario analysis at a portfolio level to 
better understand the potential risk and return 
implications. 

• Consider climate change in manager selection and 
strategy decisions. 

 


