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Source: https:/www.ppf.co.uk/Purple-Book The analysis is based on Purple Book data covering the UK DB universe (c.£1.1 trillion of assets across
~4,840 schemes as at 2025). UK Pension funding strategy survey 2025 - PwC UK.

What does the chart show?

DB pension schemes are atf record funding levels. This chart illustrates the evolution of DB pension
scheme funding levels (on the most prudent valuation basis - a buyout valuation basis) since 2006,
alongside changes in asset allocation (equities vs. bonds). It highlights a clear structural shift over
the past two decades: improving funding levels accompanied by a sustained reduction in risk,
reflected in declining equity exposure.

Around the Global Financial Crisis (GFC), schemes were significantly underfunded, with the
average funding ratio in the mid-50% range on a conservative valuation basis. Asset allocations
were heavily weighted towards equities (c.60%), reflecting reliance on return-seeking assets to
close deficits.

Over time, portfolios shiffed markedly. Equity exposure fell to around 15-20% by the early-2020s,
while bond allocations became dominant as schemes increasingly prioritised liability matching
and de-risking.

Funding levels have improved significantly, particularly since 2020, reaching c.96% by 2025. Higher
gilt yields have been the primary driver, reducing the value placed on liabilities and accelerating
progress towards full funding. Around one-third (c.34%) of schemes are in surplus on a conservative
(buyout) basis.

Why this is important

This improvement has introduced a key strategic decision: whether to fully de-risk through
insurance buy-out or continue running the scheme.

While many schemes still target buy-out, there is growing interest in running on well-funded schemes
to generate additional returns for the schemes’ members and the sponsoring companies. Unlike
buy-out, a run-on approach may allow schemes to retain or selectively reintroduce exposure fo
return-seeking assets to generate surplus.

This has become increasingly relevant in light of regulatory developments, including the Pension
Schemes Act 2026. Proposed changes to surplus extraction rules may shift the balance between
certainty (buy-out) and additional value (run-on).

A PwC survey suggests that four in five schemes are considering surplus distribution. Among those
planning a run-on approach, 40% still have an aspirational target to buy-out in the future. As
a result, many UK DB schemes are transitioning from a focus on deficit repair and de-risking
towards broader strategic capital allocation, where investment risk may once again play a role in
delivering value.


https://www.ppf.co.uk/Purple-Book
http://www.pwc.co.uk/pensions/insights/uk-defined-benefit-pensions-survey.html
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Important notes

This communication is issued by Belvest
Investment  Services  Limited and/or
Belvest related companies (collectively,
and individually Belvest) solely to its
clients, qualified prospective clients or
institutional and professional investors.
Unless stated otherwise, any opinions or
views expressed in this communication do
not represent those of Belvest. Opinions or
views of any Belvest company expressed
in this communication may differ from
those of other departments or companies
within Belvest, including any opinions or
views expressed in any research issued by
Belvest. Belvest may deal as Distributor or
Agent, or have inferests, in any financial
product referred to in this email. Belvest
has policies designed to negate conflicts
of interest. Unless otherwise stated, this
e-mail is solely for information purposes.

This message may contain confidential
information.  Any use, dissemination,
distribution or reproduction of this
information outside the original recipients
of this message is strictly prohibited. If
you receive this message by mistake,
please notify the sender by reply email
immediately.

Unless specifically stated, neither the
information nor any opinion contained
herein constitutes as an advertisement, an
invitation, a solicitation, a recommendation
or advise to buy or sell any products,
services, securities, futures, options, other
financial instruments or provide any
investment advice or service by Belvest.

No representation or warranty is given as
to the accuracy, likelihood of achievement
or reasonableness of any figures, forecasts,
prospects or return (if any) contained in the
message. Such figures, forecasts, prospects
or returns are by their nature subject to
significant uncertainties and contingencies.
The assumptions and parameters used
by Belvest are not the only ones that
might reasonably have been selected
and therefor Belvest does not guarantee
the sequence, accuracy, completeness
or fimeliness of the information provided
herein. None of Belvest, its group members
or any of their employees or directors shall
be held liable, in any way, for any claims,
mistakes, errors or otherwise arising out
of or in connection with the content of this
e-mail.

This e-mail and any accompanying
afttachments are not encrypted and cannot
be guaranteed to be secure, complete or
error-free as electronic communications
may be infercepted, corrupted, lost,
destroyed, delayed or incomplete, and/
or may contain viruses. Belvest therefore
does not accept any liability for any
interception, corruption, loss, destruction,
incompleteness, viruses, errors, omissions
or delays in relation to this electronic
communication. If verification is required
please request a hard-copy version.
Electronic communication carried within
the Belvest system may be monitored.



