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Today’s event is the official launch of the research report, 

What role could alternative assets play in DC investment strategies in the future? 

This report explores the topic of Defined Contribution (DC) scheme investment in 
alternative assets, particularly in light of new opportunities and the potential benefits 

that could be gained from the use of these types of assets during times of economic 
uncertainty.
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The role of alternative assets 
in DC investment strategies 

 What does the alternative investment landscape 
look like today?

 How might alternative assets help to mitigate risk in 
times of economic uncertainty?

 What are the barriers to alternative investment?
 How might alternative investment evolve in the 

future?



What does the alternative 
investment landscape look liked 
today?
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20 years from retirement 

Equities – 70%
Cash and bonds – 19%
Indirectly through a trust – 2%
Infrastructure – 3%
Commodities – 4%
Property – 0.7%
Private debt – 2%



How might alternative assets 
help to mitigate risk in times of 
economic uncertainty?

    

 

Inflation

Volatility

Low 
correlation

Liquidity

Diversification
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Scale
Growing but still a barrier, 

exacerbating other operational 
challenges 

Platform offerings
Accessibility to alternatives 

dependent on platforms, esp. for 
smaller schemes

Knowledge and expertise
May need greater support from 

external sources + regulatory 
guidance

Cost and competition
Shifting to a broader focus for 
VfM – greater focus on quality 

and value added 



How might alternative 
investment evolve in the 
future?

    

 

Changing 
investment 
landscape

Increasing 
ESG focus

Reporting 
and 

transparencyNew fund 
and platform 

offerings

Economic 
uncertainty

Government 
and 

regulation

Changing 
focus on VfM



Conclusions

 DC allocation to alternatives currently remains 
relatively low

 But there are signs that significant change might 
happen in coming years as the investment 
landscape evolves

 The scale and effectiveness of these changes will 
depend on the extent to which barriers can be 
removed or mitigated 
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Pension Policy Institute: The role of gold within 
UK DC pension schemes



Typical DC Strategic Asset Allocation
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Accumulation Portfolio

Source: World Gold Council 
as of March 2023

Consolidation Portfolio Decumulation Portfolio
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Higher Inflation Weakens the Appeal of Bonds as a Diversifier
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Source: Bloomberg, World Gold Council, ICE Benchmark Administration

*As of 31 December 2022. 

Rolling 3y correlation of Global Equity and Global Treasury Bond returns vs 3yr average G7 core inflation 1987-2022

R² = 0.8062
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Fixed Income Drawbacks – A New Policy Reality
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UK Gilt 10yr move 

Source: Bloomberg, World Gold Council, ICE Benchmark Administration

*As of 31 December 2022. 

2022 returns
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Gold historically performs well in periods of high inflation
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* Inflation computed using annual UK CPI year-on-year changes between 1971 and 2022. 
Source: Bloomberg, ICE Benchmark Administration, World Gold Council 

Gold and commodity returns as a function of annual inflation*
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Strategic case for gold: diversification
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Source: Bloomberg, World Gold Council;

*Based on weekly returns of the ICE BofA UK Gilts Index, Bloomberg Commodity Index and LBMA Gold Price using data between 31 December 1993 and 31 December 2022. The middle bar 
corresponds to the correlation conditional on FTSE Global Equities Index weekly returns being between +/- two standard deviations (or ‘σ’) over the full period. The bottom bar corresponds to the 
correlation conditional on FTSE Global equities Index weekly return falling by more than two standard deviations (or ‘σ’), while the top bar corresponds to the FTSE Global equities Index weekly 
return increasing by more than two standard deviations. The standard deviation is based on the same weekly returns over the full period. All calculations in GBP. 

Correlation between alternatives and global equity returns in various environments of equities’ performance (since 
1994)

14 March 2023
Gold : Strategic case | World Gold Council

-0.75 -0.50 -0.25 0.00 0.25 0.50 0.75

Global Equities down
by more than 2σ

Global Equities 
between ±2σ

Global Equities up
by more than 2σ

correlation

Property UK Gilts Gold Commodities



Strategic case for gold: returns
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Source: Bloomberg, ICE Benchmark Administration, World Gold Council

*As of 31 December 2022. Computations in GBP of total return indices for £ Cash: Barclays Benchmark Overnight GBP Cash Index, UK Gilts: Bloomberg Sterling Gilts Total Return Index, FTSE All-World ex UK, FTSE 100 
Total Return Index, MSCI EM Index, Bloomberg Commodity Index and Gold: spot for LBMA Gold Price PM. Compounded annual growth rate (CAGR) computed as the geometric average from the start to the end of the 
period. 

Annualised returns of key global assets in GBP*
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Strategic case for gold: portfolio impact
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*Based on GBP performance between 31 December 2002 and 31 December 2022. The hypothetical average portfolio: 50% 
allocation to equities (40% MSCI World Net Total Return Index, 5% MSCI EM Net Total Return Index, 5% MSCI World Small 
Cap Net Total Return  Index), 40% allocation to fixed income (20% Bloomberg UK Gilt Index, 15% Bloomberg UK Corporate 
Bond Index, 5% Bloomberg Global Corporate High Yield Total Return Index) and 10% allocation to alternative assets (3.3% 
FTSE REITs Index, 3.3% HFRI Hedge Fund Index and 3.3% Bloomberg Commodity Index). The allocation to gold comes from 
proportionally reducing all assets. Risk-adjusted returns are calculated as the annualised return/annualised volatility. 
Source: Bloomberg, ICE Benchmark Administration, World Gold Council

Adding gold over the past 20 years has increased risk-
adjusted returns of a hypothetical GBP portfolioHypothetical diversified portfolio: asset allocation 
Risk-adjusted returns of a hypothetical GBP portfolio with and without gold*

The hypothetical average portfolio: 50% allocation to equities (40% MSCI World Net Total Return Index, 5% MSCI EM Net Total 
Return Index, 5% MSCI World Small Cap Net Total Return  Index), 40% allocation to fixed income (20% Bloomberg UK Gilt Index, 
15% Bloomberg UK Corporate Bond Index, 5% Bloomberg Global Corporate High Yield Total Return Index) and 10% allocation to 
alternative assets (3.3% FTSE REITs Index, 3.3% HFRI Hedge Fund Index and 3.3% Bloomberg Commodity Index). 
* Source: World Gold Council
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Conclusion

May 2022



Why gold?
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DC challenges
• Investment risk
• Inflation risk 
• Longevity risk

Gold’s characteristics
• Returns
• Diversification
• Liquidity

Portfolio Impact
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Appendix – Important information 
and disclosures
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Important information
and disclosures
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© 2023 World Gold Council. All rights reserved. World Gold Council and the Circle
device are trademarks of the World Gold Council or its affiliates.
All references to LBMA Gold Price are used with the permission of ICE Benchmark
Administration Limited and have been provided for informational purposes only. ICE
Benchmark Administration Limited accepts no liability or responsibility for the accuracy
of the prices or the underlying product to which the prices may be referenced. Other
content is the intellectual property of the respective third party and all rights are
reserved to them.
Reproduction or redistribution of any of this information is expressly prohibited without
the prior written consent of World Gold Council or the appropriate copyright owners,
except as specifically provided below. Information and statistics are copyright © and/or
other intellectual property of the World Gold Council or its affiliates (collectively,
“WGC”) or third-party providers identified herein. All rights of the respective owners are
reserved.
The use of the statistics in this information is permitted for the purposes of review and
commentary (including media commentary) in line with fair industry practice, subject to
the following two pre-conditions: (i) only limited extracts of data or analysis be used;
and (ii) any and all use of these statistics is accompanied by a citation to World Gold
Council and, where appropriate, to Metals Focus, Refinitiv GFMS or other identified
copyright owners as their source. World Gold Council is affiliated with Metals Focus.
WGC does not guarantee the accuracy or completeness of any information nor
accepts responsibility for any losses or damages arising directly or indirectly from the
use of this information.
This information is for educational purposes only and by receiving this information, you
agree with its intended purpose. Nothing contained herein is intended to constitute a
recommendation, investment advice, or offer for the purchase or sale of gold, any gold-
related products or services or any other products, services, securities or financial

instruments (collectively, “Services”). This information does not take into account any
investment objectives, financial situation or particular needs of any particular person.
Diversification does not guarantee any investment returns and does not eliminate the
risk of loss. The resulting performance of various investment outcomes that can be
generated through allocation to gold are hypothetical in nature, may not reflect actual
investment results and are not guarantees of future results. WGC does not guarantee
or warranty any calculations and models used in any hypothetical portfolios or any
outcomes resulting from any such use. Investors should discuss their individual
circumstances with their appropriate investment professionals before making any
decision regarding any Services or investments.
This information contains forward-looking statements, such as statements which use
the words “believes”, “expects”, “may”, or “suggests”, or similar terminology, which are
based on current expectations and are subject to change. Forward-looking statements
involve a number of risks and uncertainties. There can be no assurance that any
forward-looking statements will be achieved. WGC assumes no responsibility for
updating any forward-looking statements.
Information regarding QaurumSM and the Gold Valuation Framework
Note that the resulting performance of various investment outcomes that can
generated through use of Qaurum, the Gold Valuation Framework and other
information are hypothetical in nature, may not reflect actual investment results and are
not guarantees of future results. WGC provides no warranty or guarantee regarding the
functionality of the tool, including without limitation any projections, estimates or
calculations.



25

Thank you

www.goldhub.com

May 2022

http://www.goldhub.com/




Panel Opening Remarks

Lauren Wilkinson 
PPI

Nico Aspinall
Nico Aspinall Consulting

Des Healy
Dept. for Work & Pensions

Jeremy De Pessemier
World Gold Council 



Questions for 
Attendees
Who in the room will be 
advocating for a higher 
allocation to alternative assets 
in the decade ahead?

Who in the room believes gold 
could be a suitable alternative 
investment for DC schemes?


	Slide Number 1
	A Pensions Policy Institute report 
	Slide Number 3
	Slide Number 4
	Slide Number 5
	Slide Number 6
	What does the alternative investment landscape look liked today?
	Slide Number 8
	What are the barriers to alternative investment?
	Slide Number 10
	Slide Number 11
	Slide Number 12
	Pension Policy Institute: The role of gold within UK DC pension schemes
	Typical DC Strategic Asset Allocation
	Higher Inflation Weakens the Appeal of Bonds as a Diversifier
	Fixed Income Drawbacks – A New Policy Reality
	Gold historically performs well in periods of high inflation
	Strategic case for gold: diversification
	Strategic case for gold: returns
	Strategic case for gold: portfolio impact
	Conclusion
	Why gold?
	Appendix – Important information and disclosures
	Important information�and disclosures
	Thank you
	Slide Number 26
	Slide Number 27
	Slide Number 28

