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As we entered 2020, we predicted another incredibly busy 

year in the de-risking markets.  This has been the case, 

although not quite to the extent expected, given COVID-19 

and the associated falls in equity markets.  

The longevity swap market has been very busy, and 2020 

may well prove to be a record breaker, with more than 

£25bn of deals expected by the year-end.

Whilst hedging longevity risk during a global pandemic may 

seem counterintuitive at first, the reality is that the 

implications for life expectancy will not be known for many 

years – if not decades – and so many of our clients are 

choosing to manage this risk, where it is affordable to do so.

In the bulk annuity market, there have been 80 deals so far 

(compared to 150 in total in 2019) but there is still 3 months 

to go and the market is always very busy in Q4.  Overall we 

expect the volumes of £25bn by the year-end – the second 

biggest year on record but significantly less than 2019.  

We don’t consider this reduction in volumes to be entirely a  

bad thing as it has allowed smaller schemes to gain traction 

in the market, which was challenging at certain points in 

2019.
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Welcome to our market update.  It’s certainly been a busy year so far, as you can see from the chart below, 

with both insurers and pension schemes quickly settling into the ‘new normal’.   My team has been 

particularly active – leading 19 deals covering more than £14bn of liabilities – we’ve included some of our 

highlights on the next page.  On page 4 we’ve reflected on recent buy-in pricing, and what the rest of the year 

may have in store, and on page 5, we’ve set out thoughts on how schemes looking to transact in 2021 

should prepare.  Finally on page 6, we’ve introduced superfunds and capital-backed journey planning.  We 

hope you enjoy the update, please contact me or one of my colleagues if you have any questions. Ian Aley

Head of Transactions

Source: Willis Towers Watson, September 2020

* Transactions led by Willis Towers Watson or publicly announced to date
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2020 in numbers – so far this year WTW has been lead adviser to:
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Over 50% 
of all liabilities 

hedged

Deals covering 

£14bn 
of liabilities

8 bulk 

annuities larger 

than £100m

19 completed 

transactions 

for 16 schemes

15 bulk annuities 

ranging in size from

£2m to £1.6bn

Over 25% of bulk 

annuities in H1

4 longevity 

swaps covering 

£11bn of liabilities

Deals with all 8
insurers (the only 

adviser to have 

done so)

Source: Willis Towers Watson,  October 2020
Based on transactions led by Willis Towers Watson , disclosed by insurers in their H1 reports or publicly announced to date
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Current pensioner buy-in pricing
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Pensioner buy-in pricing has been more attractive than gilt yields (ie if a scheme swaps their gilts / LDI for a buy-in, they can both 

increase the expected return on assets and transfer longevity risk) for nearly 5 years now.  That said, some points over this period 

have proved better than others – driven either by insurer appetite or market conditions.  We saw the latter in late March / April this 

year when the uncertainties surrounding COVID-19 led to particularly wide credit spreads and an associated improvement in 

pensioner buy-in pricing (the green circles on the chart below).  

To put this in context, by transacting at the optimal time, a scheme transacting a £100m pensioner buy-in could have saved up to

£5m relative to transacting a few months earlier.  The schemes that were able to grab this opportunity were those that were in the 

latter stages of buy-in processes and those with existing insurer relationships who could mobilise quickly to achieve a repeat deal.

Looking forwards over the 

remainder of 2020, with 

continuing COVID-19 related 

uncertainty and the US 

election to come, we see 

potential for further market 

volatility and associated 

pricing opportunities.

Further, whilst several of the 

insurers have had very 

successful years, others are 

still looking to secure a few 

final deals to ensure they hit 

their annual new business 

target, reflecting the fact that 

2020 has been a slightly 

quieter year in the market than 

predicted pre-COVID.  
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Preparing for 2021
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Set clear objectives

Not only do clear objectives ensure a 

successful and smoothly run project, they also 

ensure value for money remains a key focus, 

and allows quick movement should a pricing 

opportunity arise.

Several of the insurers who have had a successful year to date are already turning their attention to 2021 – we expect the 

beginning of the year to be particularly busy.  We expect that market to remain busy over the medium term also: a recent survey of 

clients revealed that 1-in-3 of our clients are expecting to undertake a buy-in within the next 3 years.

With that in mind, we’ve prepared some top tips for schemes that are thinking of approach the market next year:

Be agile

It seems likely 2021 may be another volatile 

year in asset markets.  But bad news for 

equity markets generally means good news 

for buy-in pricing.  Ensure your governance 

structure allows for moving quickly if 

opportunities arise.  Equally, be prepared to 

pause if pricing isn’t at the targeted level.

Consider a longevity swap

Whilst longevity swaps aren’t for everyone (eg 

those planning a buyout within a few years), 

their pricing is currently very attractive and 

favourable relative to historic prices and the 

concept of novating a longevity swap to a buy-

in provider is now tried-and-tested.

Consider setting a price target

Insurers can’t always quickly source a suitable

portfolio of high yielding asset to match a 

scheme’s cashflows.  But time and clear 

guidance on where pricing needs to be for a 

scheme to transact focuses the minds of their 

asset sourcing team and often leads to the 

best possible pricing.

Build relationships

The insurers value positive relationships with 

their clients.  By building a relationship with 

key insurers in advance of approaching the 

market not only do you ensure you’re 

prioritised when it comes to providing a quote, 

but it also means the senior management 

within the insurer – who sign off pricing – will 

have increased visibility of the deal.

Prepare your data and benefits

We can’t say this enough.  If an insurer has to 

choose between a scheme with cleansed data 

and benefits and one without, it will choose the 

former every time – not only because it makes 

their lives easier, but also because it 

demonstrates commitment to a transaction.
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HELP!  A buyout is out of reach

Enter stage left: Superfunds and capital-backed journey planning
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Superfunds became a reality in 2020.  They can offer a meaningful solution for schemes that would benefit from 

consolidation such as schemes:

▪ without scale;

▪ that are well-funded but have a weaker sponsor with an uncertain future; or

▪ with fewer options to take investment risk to meet benefit promises.

There are two superfunds in the public domain, Clara-Pensions and the Pension SuperFund.  Both have healthy 

pipelines and are progressing through Stage 1 of the process to become authorised by the Pensions Regulator.  We 

are expecting the first transactions to be announced by the end of the year, or in early 2021.

For schemes that have insufficient funding and no/limited contingent capital to make it into a superfund – capital-

back journey planning can provide a solution.  The capital-backer provides buffer capital to stabilise the journey to 

buyout or self-sufficiency, which allows the scheme to continue to take investment risk.  The sponsor covenant stays 

in place.

Demand for alternative solutions that are well-run and well-priced is driving the availability of new options for 

schemes.  It can be a complex area – but it is one that opens up potentially significantly improved member 

outcomes. 
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Contact details
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Ian Aley

ian.aley@willistowerswatson.com

+44 207 170 2692

Shelly Beard

shelly.beard@willistowerswatson.com

+44 207 170 2975

Will Griffiths

william.griffiths@willistowerswatson.com

+44 161 833 6234

Gemma Millington

gemma.millington@willistowerswatson.com

+44 121 644 7309

Sadie Scaife

sadie.scaife@willistowerswatson.com

+44 113 390 7170

Matt Wiberg

matt.wiberg@willistowerswatson.com

+44 207 170 2176

Tom Ashworth

thomas.ashworth@willistowerswatson.com

+44 161 833 7204

Katherine Gilder

katherine.gilder@willistowerswatson.com

+44 117 989 7425

Hazel Kendrick

hazel.kendrick@willistowerswatson.com

+44 173 727 4469

Louise Nash

louise.nash@willistowerswatson.com

+44 173 727 4255

Suzanne Vaughan

suzanne.vaughan@willistowerswatson.com

+44 131 221 7807 
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costas.yiasoumi@willistowerswatson.com
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Limitations of reliance

Towers Watson Limited (Willis Towers Watson) has prepared this material for general information purposes only and it should not be considered a 

substitute for specific professional advice. In particular, its contents are not intended by Willis Towers Watson to be construed as the provision of 

investment, legal, accounting, tax or other professional advice or recommendations of any kind, or to form the basis of any decision to do or to 

refrain from doing anything. As such, this material should not be relied upon for investment or other financial decisions and no such decisions 

should be taken on the basis of its contents without seeking specific advice.

This presentation should not be disclosed to any third party other than with our specific consent, except as may be required by law. In the absence 

of our express written agreement to the contrary, Willis Towers Watson and its affiliates and their respective directors, officers and employees 

accept no responsibility and will not be liable for any consequences howsoever arising from any use of or reliance on this material or the opinions 

we have expressed. 

This material is based on information available to Willis Towers Watson at the date of this material and takes no account of subsequent 

developments after that date. In preparing this material we have relied upon data supplied to us by third parties. Whilst reasonable care has been 

taken to gauge the reliability of this data, we provide no guarantee as to the accuracy or completeness of this data and Willis Towers Watson and 

its affiliates and their respective directors, officers and employees accept no responsibility and will not be liable for any errors or misrepresentations 

in the data made by any third party.

Settlement Watch is a monitoring service provided by Willis Towers Watson, which uses actual insurer pricing supplied via a regular feed of data 

from a range of insurance companies, including Aviva, Just, Legal & General, Pension Insurance Corporation, Rothesay Life and Scottish Widows, 

to track buy-in pricing for a sample scheme and pricing relative to gilt measurements. The service also seeks to comment on the state of the 

provider market.

The market for bulk annuities is not perfect. There are price influences that may not arise in a perfect market, such as capital/capacity constraints, 

sales targets, “indigestion” at providers from having recently accepted a large transaction, the opportunity for negotiation, and competitiveness 

amongst providers. Market terms are subject to considerable variability and at any one date a wide range of quotations could be obtained from 

different providers.

Towers Watson Limited (trading as Willis Towers Watson) of Watson House, London Road, Reigate, Surrey, RH2 9PQ is authorised and regulated 

by the Financial Conduct Authority (“FCA”) and issued this Financial Promotion for use by Professional Clients only. Our FCA register number is 

432886.
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