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Event overview 
The event today is the official launch of the report 

Assessing megafund pension reforms: insights from 
international experience.

 
This research project explores the UK Government’s 

proposed megafund reforms, introduced through 
the Pension Schemes Act 2026, which aim to 

encourage consolidation in the Defined Contribution 
(DC) pensions market. 



We balance the argument by providing objective 
and accessible information on the extent and 
nature of later life financial provision, and any 

associated implications.

Through contributing impartial analysis and 
commentary to the policymaking process.

Both at the PPI and in collaboration with 
others, which in turn informs policy and 

decision-making.

WE MODEL IMPACT OF POLICY CHANGES WE ARE A TRUSTED SOURCE OF INFORMATION WE LEAD THE DEBATE WE ENCOURAGE RESEARCH

We analyse long-term outcomes under the 
current UK pensions system and the 

impacts of possible reforms. 

The PPI Pillars of Purpose 

OUR VISION

BETTER-INFORMED POLICIES AND DECISIONS THAT IMPROVE LATER LIFE OUTCOMES

WE PROMOTE INFORMED, EVIDENCE-BASED POLICIES AND DECISIONS FOR FINANCIAL PROVISION IN LATER LIFE THROUGH INDEPENDENT RESEARCH AND ANALYSIS

OUR MISSION

We are the UK's leading independent authority on pensions and retirement policy. 
We conduct rigorous, impartial, evidence-based research that shapes better retirement outcomes for everyone.



Our Supporters  
We are funded through a mixture of supporter subscriptions, donations, grants, and income from research fees.

Platinum Supporters 

Gold Supporters 

Silver Supporters 

Aon, Barnett Waddingham, Chartered Insurance Institute, Exxon Mobil, LCP, Pensions UK, Quietroom, Royal London, Shell,

Smart Pension and Universities Superannuation Scheme. 
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Assessing megafund reforms: recent 
developments

Pension Schemes Act 2026 requires multi-employer DC schemes to 
manage at least £25 billion assets by 2030
 Transitional arrangements for schemes with £10 billion assets 
 Regulations for the scale test to take account of innovation, competition 

and improved member outcomes
 Aim: to increase investment in private markets and infrastructure

Increased investment in 
private markets and 

infrastructure

Investment 
diversification and risk 

management

Route to higher returns 
through price increases 

to assets



The Canadian Maple 8 pension funds are 
public sector and state DB schemes

1980s
Concerns around fiscal 
sustainability of public 
and state DB pensions 
led to government and 

stakeholder intervention

Some mergers facilitated 
by changes to legislation 

where required

For the most part, limited government intervention

• 34% Canadian public sector pension 
assets in private equity and 

infrastructure 
• 3% Canadian pension assets are in 

domestic equities

INCREASED USE OF BONDS TO MANAGE LIABILITIES ALONGSIDE INVESTMENT IN ALTERNATIVE ASSETS TO INCREASE RETURNS

The Canadian system is characterised by internal management of assets



The Australian system is characterised by government's desire for investment in the Australian economy and commitment to 
exclude underperforming pension schemes

ORGANIC GROWTH IN PENSION FUND ASSETS

• Total Australian Prudential 
Regulation Authority (APRA) - 

regulated Super funds decreased 
from 195 (2014) to 97 (2022)

• 14% Super assets in private equity 
and infrastructure 

• 24% total Australian pension 
assets in domestic equities

• 22 funds control 93% market share

1992
Superannuation 

Guarantee 
introduced

Industry funds 
collectively set up 

manager to advise on 
infrastructure and 

private equity 
investment   

(IFM)

• Significant involvement of labour 
unions

• Strong collective investment 
mindset

Government intervention
• Tax credit (franking credits)
• Performance test
• Facilitated access to private markets 
• Increased regulatory burden

The Australian system is dominated by large 
primarily DC industry funds



International and UK evidence suggests that 
scale can offer important benefits to members 

Benefits to members include: 
• Economies around governance and regulation
• Lower per member admin and investment costs
• Cost savings from managing investments in-house
• Scope to tailor member services more effectively
• Ability to invest more effectively in private markets
• Cost savings from greater bargaining power
• More effective governance and administration

But there were limitations to the recognition of 
benefits of scale among stakeholders around:
• Extent to which UK megafund reforms will address 

fragmentation, particularly legacy schemes
• Extent to which there is a correlation between size 

and value provided by schemes
• Questions around the level of the £25 billion 

threshold

So, the bigger you get, obviously, any business has got 
some costs that are fairly fixed. And so generally, as scale 
grows, the cost per policy, because there are at least some 
fixed costs, gets spread thinner and thinner.

UK stakeholder

We need to ensure that we're delivering value for money 
and we're well governed, which felt like it was already a 
requirement. They’re saying that a prerequisite of being 
able to do that is to have 25 billion. It feels like a kind of 
fairly artificial line in the sand.  

UK stakeholder

“

“



 Comparison between countries is challenging because factors other than scheme size affect average returns.
 Broadly, larger schemes in Australia have lower operating costs per member than smaller schemes.
 Australian administration and investments fees paid by members remain, on average, higher than the UK charge cap of 0.75%.

Savings typically stem from cost 
reductions rather than higher returns

There is no guaranteed correlation between scheme size and investment returns

Pension scheme size 
(AU$)

Annual operating cost per 
member (AU$)

Lowest Highest

Less than 10 bn 153 2,071

10 – 25 bn 182 846

25 – 50 bn 214 872

50 – 100 bn 79 840

100 bn + 103 394

8.3%

6%

7.2%

8%

CANADA COMPARISON AUSTRALIA COMPARISON

Australian 
industry and  
retail funds 
growth 
strategies

There is a weak correlation between scale and return
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Maple 8 LGPS UK default 
growth phase 
strategies

Annualised rate of return for 11 years to 2025 Annualised rate of return for growth phase 
strategies for five years to 2024




There is a weak correlation between scale and return

Rates of return

Maple 8 

LGPS

UK default growth phase strategies



Annualised rate of return for 11 years to 2025

Annualised rate of return for growth phase strategies for five years to 2024







International comparator 	

Canada comparison	Australia comparison	8.3000000000000004E-2	0.06	UK comparator	

Canada comparison	Australia comparison	7.1999999999999995E-2	0.08	



Microsoft_Excel_Worksheet.xlsx

Sheet1


			Column1			International comparator 			UK comparator						Column2


			Canada comparison			8.3%			7.2%


			Australia comparison			6%			8%
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Many benefits of scale remain 
unrealised in the Australian system

Member servicing: 
• Some larger schemes have found it harder than smaller schemes to 

service members effectively
• Concerns around schemes’ operational infrastructure and their 

ability to protect members from scams
• Cybersecurity concerns, particularly as Supers increasingly rely on 

common service providers
• Downward pressure on administration fees leading to sub-optimal 

member servicing

Retirement phase: 
• Scale has not consistently translated into effective 

management of member outcomes during the 
retirement phase

• Supers have not consistently developed 
retirement income strategies, or offered 
retirement income products

Administration part is somehow on a different plane from 
investment management fees or office rent or what have 
you. It just has always seemed to be a focal point. If we 
could drive down the admin costs just that little bit, 
everyone would be better off.
 
Australian stakeholder

It was a big DC pot of money, very well done, 
well invested, well managed, all the rest of it. 
But the retirement phase was just this big black 
void.

Australian stakeholder

“ “



 Scale has not automatically translated into higher levels of domestic investment in Canada or Australia 
 Australia has additional incentives such as a franking credits that may encourage domestic investment
 Much of the Australian system’s strength may relate to high mandatory employer contributions rather than the scale of 

pension schemes
 Evidence suggests that increased scale may not have translated into improvements in governance
 There has been scrutiny of the levels of expenditure by Australian industry funds on marketing

There are concerns around herding, and lack of 
competition and innovation in Australia

Australian Performance Test (Your Future, Your Super) 

The test used by APRA assesses net returns over the past eight years rather than requiring a particular level of AUM. The 
following has been observed:

 This has led to reports of herding and a growth in uniformity of schemes.
 Some schemes who have passed the test have subsequentially increased their charges.
 The test has changed pension schemes’ behaviour



UK megafund reforms have a different 
starting point to Australia and Canada

• Several types of 
arrangements in UK 
pension system

• Long tail of both 
private and public DB 
pensions

• Master trusts and 
GPPs

• Involvement of more 
than one provider in 
single pension 
scheme

• Role of advisers

• Guided Retirement
• Mansion House 

Accord
• Value for Money 

framework

Prior Consolidation Fragmentation Complex Arrangements Other Policy 
Interventions

Further consolidation will entail trade-offs.
 

Between 2019 
and 2025, master 
trusts decreased 

from 38 to 31



The maturity of the Australian DC pensions market means 
that it has a higher volume of assets in DC savings than the 
UK

Personal 
23%

Private 
DB

18%

Reserve fund
5%

Private 
DC 

54%

Personal Private DB Reserve fund Private DC

Australian total pension assets: US$2,639 billion

US$1,425 billion DC assets potentially available for consolidation

Around 75 
comparable 
Super funds

Public DB
15%

Private DB
48%

Private DC 
20%

Personal
17%

Public DB Private DB Private DC Personal

GB total pension assets: US$3,139 billion

US$627 billion DC assets potentially available for consolidation

Around 60 multi-
employer DC 

pension schemes

Reforms might 
reduce this to 

around 30



 Different UK models of pension provision make it difficult to identify where benefits of scale already exist in the 
system. This contrasts with Australian Industry Supers that are typically discrete entities without access to these 
wider resources

 There are concerns that advisers may not use providers where they believe that they will not reach scale. In turn, 
this leads to concerns that some providers who offer value will be forced to exit the market

 There is a risk that those providers who, in the absence of the megafund reforms, might have reached £25 billion 
AUM, do not reach this scale

 However, there are currently UK providers who do not harness the benefits of scale, such as appropriate defaults 
and common investment strategies, that are available to them

 The UK would need to have greater concentration of pension schemes to achieve the scale of the Australian 
system, with potential implications for competition, innovation and systemic risks

 Stakeholders held contrasting views around the extent to which consolidation would increase or decrease 
innovation

Attributes of the UK system bring challenges to the 
effective implementation of the megafund reforms



Higher competition 

Different theories around competition and innovation help to 
understand the potential impact of megafunds

Need to adopt efficient 
production processes

Development of 
innovative processes

POSITIVE RELATIONSHIP

INVERTED U RELATIONSHIP

Sector with low 
competition Competition Innovation 

Reaches certain 
level of 

competition
Competition Innovation 



Conclusions 

Challenge: Ensuring that the UK 
pension system captures 

advantages of scale to the 
benefit of members

Managing the 
trade-off 
between 

harnessing scale, 
and the risk of 

good value 
schemes exiting 

the market

Ensuring that 
scale 

requirements do 
not undermine 
existing positive 

trends

Important role for regulations around the 
design of a scale test that takes account of 
competition, innovation and improved member 
outcomes

Important to determine how the impact of the 
entirety of government initiatives, including the 
scale reforms, will be measured

International evidence highlights both the 
benefits and risks of scale in pensions, including 
cost savings and wider investment 
opportunities but also risks to innovation and 
competition



Opening Comments from report sponsors

Steve Charlton
Managing Director, Defined Contribution 

EMEA and Asia

Lizzy Holliday
Director of Policy and Government Relations



SEI Master Trust performance.



UK scale v member outcome - Growth
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UK scale v member outcome – pre-
retirement
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Important information
This is a Marketing Communication. This presentation has been created in relation to the SEI Master Trust, an occupational pension scheme which is authorised by the Pensions Regulator. The trustee of the 
SEI Master Trust is SEI Trustees Limited. SEI Trustees Limited has appointed SEI Investments (Europe) Ltd (“SIEL”) as investment adviser to the SEI Master Trust and pursuant to its investment advisory 
agreement. This presentation is issued and approved by SEI Investments (Europe) Ltd. (“SIEL”) 1st Floor, Alphabeta, 14-18 Finsbury Square, London EC2A 1BR. This presentation and its contents are directed 
only at persons who have been categorised by SIEL as a Professional Client, for the purposes of the FCA Conduct of Business Sourcebook. SIEL is authorised and regulated by the Financial Conduct Authority. 
While considerable care has been taken to ensure the information contained within this presentation is accurate and upto date and complies with relevant legislation and regulations, no warranty is given 
and no representation is made as to the accuracy or completeness of any information and no liability is accepted for any errors or omissions in such information or any action taken on the basis of this 
information. The information in this presentation is for general information purposes only and does not constitute investment advice. You should read all the investment information and details on the funds 
before making investment choices. Please refer to our latest Prospectus (which includes information in relation to the use of derivatives and the risks associated with the use of derivative instruments), Key 
Investor Information Document, Summary of UCITS Shareholder rights (which includes a summary of the rights that shareholders of our funds have) and the latest Annual or Semi-Annual Reports for more 
information on our funds, which can be located at Fund Documents (https:// seic.com/en-gb/fund-documents). And you should read the terms and conditions contained in the Prospectus (including the risk 
factors) before making any investment decision. If you are in any doubt about whether or how to invest, you should seek independent advice before making any decisions. Neither this document nor any 
part of its contents may be reproduced or redistributed without the written consent of the Trustee. Past performance does not predict future returns. Investment in the range of the SEI Master Trust’s funds 
are intended as long-term investments. The value of an investment and any income from it can go down as well as up. Investors may not get back the original amount invested. Sustainability guidelines may 
cause a manager to make or avoid certain investment decisions when it may be disadvantageous to do so. This means that these investments may underperform other similar investments that do not 
consider sustainability guidelines when making investment decisions. There can be no assurance goals will be met. If a product or strategy is subject to certain sustainable investment criteria it may avoid 
purchasing certain securities when it is otherwise economically advantageous to purchase those securities, or may sell certain securities when it is otherwise economically advantageous to hold those 
securities. Sustainability is not uniformly defined and scores and ratings may vary across providers. SEI considers ESG factors as part of its Portfolio Manager Research and due diligence process including an 
evaluation of each Portfolio Manager's approach to integrating sustainability risk in its investment process; however, no minimum threshold has been established with respect to these capabilities in order 
for a firm to be hired as a Portfolio Manager. Copyright© 2023 Sustainalytics. All rights reserved. This presentation contains information developed by Sustainalytics. Such information and data are 
proprietary of Sustainalytics and/or its third-party suppliers (Third Party Data) and are provided for informational purposes only. They do not constitute an endorsement of any product or project, nor an 
investment advice and are not warranted to be complete, timely, accurate, or suitable for a particular purpose. Their use is subject to conditions available at https://www.sustainalytics. com/legal-
disclaimers

©2026 SEI®



Thank you
To the sponsors of this research report
SEI and now:pensions (part of Mercer)

 Chris Curry for chairing the event
Our panel, Steve Charlton, Lizzy Holliday and Richard 

Mosley
Melissa Echalier and Mariana Garcia Requejo, report 

authors 
 The members of the project steering group 
 SEI for hosting the event today 

Thank you for attending today
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