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Context
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Shifting Focus

Changes in the macroeconomic environment following the financial crisis and in the 

regulatory environment have resulted in an increased focus on governance…

Achieving financial 

growth

Meeting regulatory 

requirements

Increasing focus 

on governance

� Pressure to lower costs or 

evolve cost structure 

� Low yield environment 

affecting investment returns 

and impacting allocations

� Increase in rise of diverse 

asset classes and strategies 

to increase alpha

� Enhanced reporting 

requirements driven by 

changing regulation

� Increased demands for 

transparency

� Infrastructure changes need 

to be implemented and 

adhered to

� Counterparty / credit risk

� Investment / interest rate risk

� Compliance risk

� Fiduciary risk

� Business risk

Client objectives
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Focus On Achieving Greater Efficiencies

22 May 2013

Brandon Lewis, Minister for Local Government, has issued 

a call for evidence on the future shape and size of local 

government pension funds.

1 June 2013

Northampton Borough Council is the latest addition to 

LGSS’s growing portfolio of public sector organisations 

across the East Midlands/East of England, which include 

Huntingdonshire District Council, Norwich City Council 

and Olympus Care Services.

7 May 2013

A national procurement framework for local government 

pension schemes (LGPS) looking for investment 

consultancy has been launched…    A similar framework 

for custodian services, the technical advisor for which is 

Mercer, will be launched in September. 

Wandsworth Council Pension Fund has set its sights on 

leading a London-wide collective investment vehicle to drive 

down costs, rather than a forced merger, pensions committee 

documents have revealed.

Wandsworth 

eyes collective 

investment lead17 June 2013

Active debate about how greater cost savings and operational efficiencies can be 

achieved from joint working through to full mergers and consolidation.
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Collective Investment Vehicles to Deliver Greater Efficiencies

Consolidating schemes and pooling assets into a collective investment vehicle can provide 

significant benefits, including cost savings, access to best-in-class asset managers,  

enhanced governance and risk management.

� Collective investment funds 

� New authorised contractual scheme (ACS)

Vehicles under consideration:

What will the governance models look like 

for the different solutions at the pooled 

level and the participant scheme level?
??

How will all stakeholders have the 

necessary transparency and oversight 

over their assets etc.?
??

How will you get the information and 

reporting you need, when you need it 

and to the required level of detail?
??

??
How will you have the operational 

infrastructure in place, if your 

investments are managed in-house?
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Focus On Implementing New Governance Arrangements

Introduction of the new scheme in 2014 will have significant implications for the governance 

and regulation of schemes but some details still remain unclear. 

� Changing role of the 

regulators remain unclear -

The Pensions Regulator 

(TPR), Department for 

Communities and Local 

Government and HM Treasury 

� Changes to scheme rules e.g. 

investment guidelines resulting 

in greater complexity 

� Compliance with the new 

regime will require 

adjustments from all funds as 

you have to deal with the 

governance and administration 

challenges

� Heightened expectations to 

achieve greater efficiencies 

and cost savings 

How will you                         

have oversight                      

over changing 

investments?

Will you have 

access to the               

necessary 

reporting and 

information?

How will you 

demonstrate 

the necessary 

transparency and 

oversight?
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Today’s Governance Issues
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What is our 

exposure to that 

country?

Answering Key Questions
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What is our 

exposure to that 

counterparty?

Answering Key Questions
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How do we get 

the information 

our regulators

need? 

Answering Key Questions
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How do we 

know that our 

investment 

managers are 

investing within 

our guidelines?

Answering Key Questions
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How do we get 

transparency at 

the individual 

security level in 

pooled funds?

Answering Key Questions
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How do we track 

our risk across 

both our assets 

and liabilities? 

Answering Key Questions
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How do I know 

that my fiduciary 

manager is 

doing a good 

job?

Answering Key Questions
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Data Underpinning Good Governance

Data 

demands

Technology and 

operational needs

� More granular and available at 

all levels from pooled to 

segregated investments

� Available across all asset 

classes, from simple to more 

complex e.g. derivatives

� Delivered with increasing 

frequency and more 

accessible format

� Aggregated providing a 

‘single’ view whether 

custodied/managed across 

multiple providers and stored 

across multiple 

systems/spreadsheets

� Independent

� Applications and capabilities 

to capture, process and 

analyse vast volumes of 

complex data from multiple 

sources

� Single platform to store data

� Integration across business

� Continued investment to keep 

pace with market, regulatory 

and technology developments

Infrastructure needed  and output generated

Good pension scheme governance is crucial to your success in achieving greater efficiency 

and financial growth. It requires the necessary infrastructure to capture and aggregate the 

type of information required, at the necessary frequency with the tools for detailed analysis. 

Frequency of data 

availability

Multiple data views

Analytics

Business 

intelligence



N O R T H E R N   T R U S T

© 2013 Northern Trust Corporation

Our Response
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An Introduction to Institutional Governance Services

Helping institutional investors achieve stronger governance and transparency through a suite of product 

and data solutions developed by Northern Trust’s Retirement Solutions Practice.  

Institutional  Governance Services enables institutional investors to access, 

aggregate and analyse wide-ranging data for assets serviced by Northern Trust as 

well as third-parties. Solutions are developed around clients’  unique information 

requirements from acting as their custody accounting book of record through to 

investment book of record, where our data is their primary source for market 

management. A variety of  tools enable them to analyse and use this information 

from having transparency in pooled mandates right through to the underlying security 

detail to highly sophisticated risk analytics such as customised scenario analysis. 

Delivering more than independent, accurate and timely data…                       

Technology, tools and talent turning information into meaningful insights for

more informed decision-making and stronger governance

Technology - global operating model supporting around-the-clock data provision and analysis 

Tools - powerful reporting tools to easily aggregate, manipulate and analyse data

Talent - dedicated experts to create unique solutions and provide meaningful insights
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A Single Source for ALL your Data

Independent, accurate and granular data: critical to ensuring strong governance 

A single source of data for assets serviced by Northern Trust as well as third-parties.

Solutions based on your information requirements, including the type, frequency and level of detail.  

complete data set

Northern Trust 

custodian

Northern Trust 

data aggregator

Investment book of record

Master book of record

Custody accounting 

book of record

3rd party 

custodian / 

asset manager 

Institutional Governance Services 
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Data Driven Insights Underpinning Strong Governance

Flexible tools and reporting turning your data into meaningful insights for enhanced governance.

Solutions designed around your needs from bundled to component services. 

Institutional Governance Services 

Regulatory 

disclosures

Exposure 

management

Transparency 

analysis

Compliance 

analysis

Risk 

analytics

Investment 

oversight
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How Does It Support Your Governance Model?
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Understanding Your Exposure
Exposure 

management
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Country Exposure

What is our exposure to that country? 

Exposure 

management
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Transparency Analysis for Pooled Funds

Transparency down to the individual security level in the underlying holdings of pooled funds.

Before Fund Peek Through

Reports

xx-xx-xxxx

Account number 

ABC Client

Effective Currency Exposure 

Country Currency

(Base currency)

%

Canada 48,900,774 100.00%

After Fund Peek Through

Reports

xx-xx-xxxx

Account number 

ABC Client

Effective Currency Exposure 

Country Currency

(Base currency)

%

Australia 1,630,504 3.33%

Canada 2,997,192 5.12%

Denmark 999,314 2.04%

Euroland region 15,179,395 31.04%

Hong Kong 1,837,565 3.75%

Japan 5,472,449 11.19%

New Zealand 245,092 0.50%

Norway 231,011 0.47%

South Korea 2,085,000 4.27%

Seden 1,783,711 3.65%

Switzerland 1,373,915 2.81%

United Kingdom 12,239,711 25.03%

United States 3,172,578 5.49%

Total for report 48,900,774 100.00%

Transparency 

analysis
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Monitoring Compliance With Your Investment Guidelines 

Manage your compliance monitoring programme easily via an on-line tool.

Compliance 

analysis
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Detailed Notification of Guideline Breaches

Drill through into each exception report to understand the guideline breach. 

Compliance 

analysis
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Asset and Liability Risk Reporting

Measure the performance of your liabilities through various market regimes.

Risk 

analytics
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Risk Versus Liability Reporting
Risk 

analytics

View the risk of your portfolio versus its liabilities, enabling you to quickly identify the 

major sources of risk or concentration of risk. 
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Advanced Credit Risk Monitoring

What is the potential risk of a default?  

Default Forecast(%) Grouping Market Value Weight (%)

 Total Risk 

Percentage S&P Rating Total Risk

1-Year Default 

Forecast(%)

0-5% 2,032,042,983.13 69.57% 69.334% A- 6.86 0.93%

5 to 10% 720,453,025.82 24.66% 27.669% AA- 8.01 6.08%

20 to 30% 22,318,821.26 0.76% 1.099% A 12.38 24.86%

30 to 50% 146,251,415.89 5.01% 1.899% CCC+ / CCC 10.39 33.53%

Sample FI Portfolio 2,921,066,246.10 100.00% 100.000% A / A- 6.81 4.02%

Is default probability too high for 

comfort in the 20 to 30% bucket 

given it has an average ‘A’ rating?

Portfolio shows significantly more allocation 

to bonds with > 30% default forecast then 

the benchmark

Default Forecast(%) Grouping

Portfolio 1-Year 

Default Forecast(%)

Benchmark 1-Year 

Default Forecast(%)

Active 1-Year Default 

Forecast(%) Active Weight

0-5% 0.93% 1.06% -0.126% -0.02%

5 to 10% 6.08% 6.83% -0.755% -3.40%

20 to 30% 24.86% 24.90% -0.046% 0.40%

30 to 50% 33.53% 32.94% 0.588% 4.43%

Risk 

analytics



29 The Cornerstone of Good Governance; The Increasing Importance of Data

Data Solutions Driving Effective Governance and Risk Management

Providing you with the tools, technology and talent to turn broad-ranging data into 

meaningful insights.

Greater insight and control, more effective governance

� Independent source

� Single data repository 

� Richness of data 

� Capture and 

consolidate 3rd party 

information

� Highly automated 

processes, strong 

verification and controls

� All round transparency

Data

� Access 24/7 to your 

data from any 

internet-accessible 

location worldwide

� Tools to customise, 

interrogate and 

download the data 

� Suite of reporting 

and monitoring tools

Tools

� Single global 

operating platform

� Delivered via 

Passport, a single 

Web portal

� Supported by 

regional processing 

centres across 

North America, 

Europe and Asia-

Pacific 

Technology

� Highly tailored 

solutions

� Dedicated support, 

e.g. presenting at 

board meeting

� Continuous 

education through 

workshops, 

conferences etc. 

Talent
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Any Questions?
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