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Welcome

J to Bandwagon.

We have been anticipating the introduction of Secondary Pensions in Guernsey for quite a few years now. However, the
timetable for the dates by which employers will need to be compliant has been published and employers now have a rm date

to work towards.
Latest date for compliance Number of employees

1 July 2024 26+
1 October 2024 11-25
1 January 2025 6-10
1 July 2025 2-5
\_ 1 October 2025 1 )

If you would like any help or advice about the implementation of secondary pensions,
please contact John Martin (john.martin@bwcigroup.com)

New Fiduciary Director
Anna Gray

We are delighted to announce the appointment of Anna Gray as a
director within our Guernsey duciary business.

Anna has extensive experience in the pensions and trust
industry. She brings with her a wealth of knowledge and
experience, with over 15 years’ practising as a lawyer in
the UK and subsequently Guernsey. During this time she
has worked with all types of domestic and international
pension arrangements, as well as regulatory roles

in both jurisdictions, including at the UK Pensions
Regulator. She has also been a director of a Guernsey
pension duciary business.

Anna has been a member of the committee of the
Guernsey Association of Pension Providers and its
sub-committees.

BWCI Senior Partner, Stephen Ainsworth said:

Anna’s breadth of experience within the pensions industry will be a great
asset to BWCI's duciary business and | look forward to working with her.

BWCI welcomed
David Dimbleby

One of the highlights of the recent Guernsey Literacy
Festival was the presentation by David Dimbleby, the
veteran TV presenter and election night anchorman.
BWCI Group was delighted to sponsor this
presentation to a packed audience at St James.

As our partner Mark Colton said in introducing the
speaker, David was a natural tfor us, given the
long-term retirement products that we provide to
our clients and David’s longevity within the BBC.

From chairing Question Time for a quarter of a century,
to being the voice of countless historic events,
David Dimbleby is one of the BBC's most well-known

gures and his memoir “Keep Talking” gave the basis for his
witty and illuminating talk. David took every opportunity not
to be the neutral observer that he was required to be at the BBC,
commenting freely about politics and the state of Britain.

At the end of the allotted time his audience was reluctant to let David
go, and could have continued the discussion for the rest of the evening.
However, there were books to be signed and David was nally allowed to
leave the stage to appreciative applause.
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CoCo pops

Mark Colton

mark.colton@bwcigroup.com

No bank maintains
su cient capital
to pay all its
depositors at once.

Like a tabloid journalist’s headline, “CoCo pops” was
inevitable, albeit a million miles away from the sugary
breakfast cereal. “CoCo”s are a type of investment, and some
of them have imploded spectacularly.

What are CoCos?

A“CoCo”is a Contingent Convertible security. These have been
around for a while. Their duller formal name is: Alternative Tier
1 debt.

Their creation was a consequence of the 2008 nancial crisis, to
protect the viability of banks in extreme circumstances. If the
capital in a bank falls below a prescribed level, then the CoCo
converts from a loan (secure) to an equity (risky). This reduces the
bank’s liabilities and increases the capital available to meet its
liquidity requirements.

Why are they in the news?

They are in the news now because they were a casualty of

Credit Suisse’s collapse into the arms of its rival and saviour, UBS.
Investors holding Credit Suisse CoCos saw their value go from
about $17bn to zero, whilst holders of (riskier) equities came away
with $3.25bn. It all sounds a bit odd.

How did this happen?

It was the weekend of 18-19 March 2023 that saw the shotgun
marriage of Credit Suisse and UBS, presided over by the Swiss
regulator, (FINMA). Credit Suisse was actually in sound nancial
condition, but there were losses of con dence inits nancial
security (a series of scandals including Greensill Capital, and
market jitters stemming from the travails of other banks, such as
SVB in the US).

No bank maintains su cient capital to pay all its depositors at
once. Indeed, a relatively small fraction is maintained in liquid
capital, the rest being loaned out. A run on a bank could therefore
easily make ite ectively insolvent.

The documentation for the Credit Suisse CoCos showed that
Swiss regulators had the right to reduce a holding’s value to zero,
despite the usual priority for recompense: conventional bonds,
AT1s (CoCos) and then equities.

Jargon Buster

+ AT1 - Additional Tier 1 bonds which can be converted to
equity but risk being written off completely

+ Co Cos - Contingent Convertible security; a type of AT1
¢+ FINMA - The Swiss Financial Market Supervisory Authority

What are investors’ reactions?

Investors representing $4.5bn of the a ected CoCos have
led a lawsuit against FINMA, alleging that it did not

act proportionately and in good faith. Whilst there is no

challenge to the rights of FINMA to act, the lawsuit focuses

instead on whether the exercise of such powers was justi ed.

Investors more generally were understandably nervous, with
other banks’AT1 debt falling in price. There was a rush to
calm nerves from other European regulators and from the
Bank of England.

Could this happen again?

Apparently the answer is“no”. But probably safer to say that
CoCos generally have priority over equities, but each case
will depend on the securities’documentation and regulator.

In the meantime, new investors may wish to see a higher
return on such investments to compensate them for

the additional risk. The main bond market will be less
concerned. It comprises government and company
(non-convertible) debt.

What are the implications for pension funds?

Pension funds invest in equities and bonds, which may also
include debt such as AT1s. Any signi cant holding in Credit
Suisse’s CoCos will have reduced to zero. For De ned Bene t
schemes, this means trustees will look to the employer
should extra funding be required. The nancial strength of
the employer, its “covenant’, is important for De ned Bene t
schemes, and this might have been a ected if the employer
had signi cant holdingsinthe a ected securities.

For De ned Contribution schemes it would be the members
who bear any investment losses.

Having said that, pension schemes are generally

well-diversi ed in their investments, which insulates them
against the outcomes for any one company. However,
contagion was the real risk from Credit Suisse’s di  culties, and
that might have been accompanied by a much louder pop!

Bandwagon 2023 | Issue 2 | BWCI Group a



Death Rates
Higher than
Expected

- /

Michelle Galpin
michelle.galpin@bwcigroup.com

there are
some concerning
trends emerging.

Covid news still features prominently in the headlines
on aregular basis, despite it being more than three
years since the rst Covid lockdown was announced.

The Continuous Mortality Investigation (“CMI”)
analyses the death data in England and Wales
published by the O ce for National Statistics (ONS)
and issues a detailed report on a quarterly basis.
The latest CMI mortality bulletin, which looks at the

rst quarter of 2023, indicates that there are some
concerning trends emerging.

Excess deaths

Since the start of the pandemic there has been
considerable focus on the numbers of “excess deaths”
This is a measure of the di erence between the actual
number of deaths over a period, relative to those
expected if mortality rates had been the same as in the
corresponding period of 2019 - the last “normal”
pre-pandemic year.

The chart shows the number of “excess deaths”in each
quarter since the beginning of 2020. This clearly illustrates
that the greatest number of excess deaths occurred during
the second quarter of 2020. This was then followed by
fewer than expected deaths in the third quarter of 2020,
before rising sharply again during the peak of the second
wave in early 2021. The data for more recent quarters
show a gradual increase in excess deaths.

What’s happening?

Looking at the rst two years of the pandemic, each of the
two quarters with the greatest numbers of excess deaths
were immediately followed by a quarter where there

were fewer deaths than expected. At the time, this was
interpreted that at least some of the excess deaths would
have been expected to have occurred within a few months
anyway, so perhaps the number of excess deaths would
even out over time to some extent.

The results for the rst quarter of 2022 indicated that
things were perhaps returning to more “normal
pre-pandemic levels. However, there now appears to

be a more worrying trend emerging from the second
quarter of 2022 onwards, as deaths have been higher than
expected in all of the last four quarters, particularly the
most recent one.

Source: CMI

Possible reasons

The underlying reasons for these excess deaths are likely to be complex, but the CMI report states
that Covid 19 was mentioned on the death certi cates of 8,600 deaths in the rst quarter of 2023
- this is equivalent to approximately 40% of the excess deaths. However, Covid does not explain
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the other 60% of the excess deaths, which are attributed to other causes. In reality these additional 4 & |
deaths are likely to be due to a combination of factors, including delayed diagnosis and treatment
during lockdown, increasingly long waiting lists for medical treatment and the longer-term e ects

of Covid19.

The table summarises the excess deaths in each year since the start of the pandemic. It is notable
that the excess deaths so far in 2023 are already 65% of the excess deaths seen during the whole of
2022. It will be interesting to see if this trend continues over the next few months.

Year Excess deaths
2020 72,900
2021 47,500
2022 31,000
2023 (1st quarter only) 20,200
Total 171,600
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Equality,
Diversity
and Inclusion

Paige Wilson
paige.wilson@bwcigroup.com

Itis likely that
some trustee
training will
be required

Do you have a good mix of people on the board?

How many pension trustee boards have asked themselves

this question? It is certainly something that the UK Pensions
Regulator is encouraging trustees to think about, with the
publication of its guidance for pension schemes aimed at
helping them improve equality, diversity and inclusion (EDI) at
trustee level.

What is EDI?

Equality: This relates to everyone having the same
opportunities, regardless of their background

Diversity: This relates to valuing the di erences between
individuals

Inclusion: This relates to ensuring that everyone is heard and
feels able to contribute fully

The Regulator notes that equality, diversity and inclusion are
interlinked. Having a good mix of individuals with di erent
life experiences might mean that a governing body is more
‘diverse’, but if any of them do not feel respected or heard then
the governing body will not bene t from the full talents and
experiences of all of its members.

Why does EDI matter?
The Regulator highlights a number of potential bene ts of
improving EDI. These include:

+ Wide discussion encourages new thinking and approaches

« More e ective decision-making that re ects members' needs
and values

¢ Improved value for money for savers

+ Deeper understanding of issues that have a real-life in uence
on savers' outcomes

+ Greater understanding, insight and empathy for scheme
bene ciaries

* Improved member communications

Where to start?

Itis likely that some trustee training will be required on
what EDI might look like on practice. The UK Pensions
Regulator recommends that an EDI policy is developed and
maintained by a pension scheme’s governing body. As well
as setting out the scheme’s approach to EDI, creating the
policy will also help the trustees to identify areas where
they may want to make changes.

The role of the chair in driving and promoting EDI

The Regulator expects the chair of the trustees to be key to
implementing EDI, including:

+ Ensuring that EDI policies are developed and followed.

¢ Leading progress towards meeting EDI objectives and
any agreed EDI actions.

+ |dentifying any skills gaps to meet the needs of
upcoming priorities and challenges and re ecting
these in the recruitment for the governing body.

+ Promoting an open and inclusive culture and making
adjustments to meetings as required.

¢ Giving and receiving feedback on decisions
before nalising an action plan to generate shared
responsibility.

What might EDI look like in practice?

It starts with succession planning and recruitment of new
members to the trustee board, where it will be important to
consider a wide variety of candidates. Once selected, a new
trustee will need training tailored to their individual needs.

It may be necessary to make some practical changes to
enable everyone to carry out their role to their full potential.
This may include adjustments for those with disabilities

or health conditions, but equally it could be as simple as
changing the time of a meeting to enable everyone to attend.

Conclusions

EDI helps to develop an inclusive environment in
which diverse characteristics are welcomed and
harnessed in a way that is mutually bene cial to

individuals and their organisations.

A key driver for embracing EDI generally is that it
should encourage wider discussions and ultimately
lead to better decisions. While the Regulator’s
guidance is targeted at UK schemes, some aspects
may be helpful to local trustee boards as well.




Sea swimming is increasingly popular

and we are delighted to have been 2 O 2 3
0 ered the opportunity to continue our

sponsorship of the Guernsey Swimming

Club’s Open Castle Charity Swim.

The swim will be raising funds for
three charities:

* Guernsey Welfare Service
« Man Club

* Priaulx Premature Baby Foundation

Last year 575 swimmers
took partand lled
Havelet Bay with their
brightly coloured
numbered swimming caps.

This year the swim will
again be across the bay,
but in the opposite
direction from the
Horseshoe Pool to

Castle Cornet slipway and
we hope to see even more
participants in this popular
charitable fundraising
event on BWClI’s doorstep.

The action starts at
11.00am on Sunday 6 August

1July 2024!

The Secondary Pensions
start date has been confirmed.

Meet the requirements of Secondary Pensions

The countdown
has started

School’s Music Service

MU\ Summer Concert Dial‘y Of

Events
2023

ZJZL/J2L3 BWCI Mini Soccer Festival

BWCI Open Castle Swim

BWCI Camerata Weekend
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e INFORMATION SECURITY
QUALITY MANAGEMENT MANAGEMENT

Follow and connect
with us on:

Readers are reminded that nothing stated in the newsletter should be treated as
an authoritative statement of the law on any aspect, or in any speci c case and
action should not be taken as a result of the newsletter. We will be pleased to
answer questions on its contents.
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