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Defined Benefit Plan Advising and 
ALL NEW Reporting Tools from 
RPAG



Agenda

• Current Market 
Environment for DB Plans

• Defined Benefit Consulting
• New RPAG Reporting

Source: Milliman

Milliman 100 Pension Funding Index – Pension Surplus/Deficit



Defined Benefit Plans Continue to be a Thorn in Plan Sponsor Sides

• From 2010 to late 2019, the S&P 
500 was up 200%, but barely kept 
pace with the growth of plans’ 
liabilities1

• Discount rates dropped 250 basis 
points and mortalities tables 
continue to reflect longer and 
longer life expectancies1

• PBGC premiums quadrupled1

1Vanguard Research November 2019; 2019 Survey of Pension Plan Sponsors
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Plan Sponsor’s Goals: What Can An Advisor Do:

- LDI Glidepath
- Pension Risk Transfer
- Convert to Cash Balance Plan
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Different Approaches to Asset Allocation

Source: Columbia Investments

What is it?
Risk management framework 
that aligns liability interest rate 
sensitivity with fixed income 
assets

Pros
• Reduces interest rate 
sensitivity

• Reduction in funded status 
volatility

• Reduces contribution 
volatility

• Protection from 
unanticipated carrying costs

Cons
• Plans may not benefit as 
much from rising rate 
environments



Investments are not guaranteed and are subject to investment risk including the possible loss of principal. 
For illustrative purposes only. Actual allocations may vary.
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How Does LDI Work

Adequate Inadequate 

Low
Risk

High  
Risk

Fixed Income &
Annuities

Equity &
Alternative

Funding levels 

Reduce risk as plan reaches funding goals
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De-Risking and Plan Shrinking Options

Lump Sum

• Transfers risk to participants

• PPA Corporate Bond basis 
fully phased in

• May trigger settlement 
accounting and reduce 
funding status

Partial Buyout

• Transacted for specified lives

• Assets transfer to insurer

• Reduces funded status if 
transacted for only a portion 
of plan

• Requires settlement 
accounting 

Risk Management Risk Transfer

• Controls pension investment risks 
through liability-based investment 
strategy

• LDI can be combined with 
longevity insurance for a 
customized solution

Liability Driven 
Investment (LDI)

Longevity 
Insurance



Cash Balance
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- Better consistency in 
cash needs

- More discrete liability
- Much less interest rate 

sensitivity
- Easier to match asset 

and liabilities



RPAG Cash Balance CIT
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Process

Capital Markets

• Ability to fund 
• Appetite to increase 

contributions (if applicable)
• Future of the defined benefit  

plan in the company’s  
business model

• Balance sheet implications

Company 
Review

• Plan goals and status
• Funding status
• Return assumptions
• Min required contributions 

if applicable
• Projected contributions
• Duration of liabilities

Plan Review

• Expected returns
• Asset class volatility
• Asset class correlations
• Current market conditions

Capital Market Review

Capital Markets

• Pension volatility
• Market forecasts
• Asset mix
• Return projections
• Volatility/tracking error
• Funding projections

Asset Liability Analysis

Capital Markets

• Portfolio rebalancing
• Have goals changed?
• Asset liability study
• Manager due diligence
• Manager selection and 

removal process

Monitor and Review

• Dynamic IPS
• % liability hedging assets
• % return seeking assets
• Expected return
• Return probabilities
• Expected volatility
• Tracking error

Portfolio



Defined Benefit Investment Policy Statements
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- Three Different IPS:
- Traditional
- LDI Open
- LDI Closed



New RPAG Reporting:
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Creating the New Reports
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Data Input
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Data Input
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Data Input
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Data Input
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