PERSPECTIVES

THE GREAT MIGRATION TOWARD FIXED INCOME

January 4, 2016
Topics: Pension Risk Management / Contributors: David G. Eichhorn, CFA

Since the New Year is always a time for reflection, and we are pension geeks, we thought it would be
interesting to take a look at how the biggest defined benefit corporate plan sponsors have shifted their
plan allocations over the last decade. Using company filing data gathered for our Pension Surplus Risk
Index, we can obtain a high-level estimate of how the 100 largest plans have adjusted their allocations
over time. The results are clear: the old stereotype of defined benefit plans being resistant to change
no longer holds true.

Between 2006 and 2014 (the latest year for which we have comprehensive data), we see a remarkable
shift in asset allocation—both in terms of the average allocation as well as the dispersion of
allocations. Over this relatively short period (by pension standards), the median allocation to fixed
income increased by 15 percentage points. Additionally, the range of allocations is now almost twice as
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wide as before. In 2006, only 10% of plans had fixed income allocations greater than 39%. By contrast,
at the end of 2014 more than half of all sponsors had fixed income allocations greater than 40%—
many with 60% or more.

The drivers behind this shift are harder to pin down, but undoubtedly the Pension Protection Act of
2006, plan freezes, and the market crash of 2008 contributed to this migration toward bonds.
Whatever the reason, it is evident that many sponsors have put glidepaths in place. Perhaps more
importantly, they have executed those plans and made material progress in de-risking.

Exhibit I: The Big Shift
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Disclaimer: By accepting this material, you acknowledge, understand and accept the following:

This material has been prepared by NISA Investment Advisors, LLC (“NISA”). This material is subject to change
without notice. This document is for information and illustrative purposes only. It is not, and should not be
regarded as “investment advice” or as a “recommendation” regarding a course of action, including without
limitation as those terms are used in any applicable law or regulation. This information is provided with the
understanding that with respect to the material provided herein (i) NISA is not acting in a fiduciary or advisory
capacity under any contract with you, or any applicable law or regulation, (ii) that you will make your own
independent decision with respect to any course of action in connection herewith, as to whether such course of
action is appropriate or proper based on your own judgment and your specific circumstances and objectives, (iii)
that you are capable of understanding and assessing the merits of a course of action and evaluating investment
risks independently, and (iv) to the extent you are acting with respect to an ERISA plan, you are deemed to
represent to NISA that you qualify and shall be treated as an independent fiduciary for purposes of applicable
regulation. NISA does not purport to and does not, in any fashion, provide tax, accounting, actuarial,
recordkeeping, legal, broker/dealer or any related services. You should consult your advisors with respect to
these areas and the material presented herein. You may not rely on the material contained herein. NISA shall not
have any liability for any damages of any kind whatsoever relating to this material. No part of this document
may be reproduced in any manner, in whole or in part, without the written permission of NISA except for your
internal use. This material is being provided to you at no cost and any fees paid by you to NISA are solely for the
provision of investment management services pursuant to a written agreement. All of the foregoing statements
apply regardless of (i) whether you now currently or may in the future become a client of NISA and (ii) the terms
contained in any applicable investment management agreement or similar contract between you and NISA.





