
The Monthly Pension Review: August 2024
PENSION FUNDED STATUSES CLIMB DESPITE EARLY-MONTH EQUITY DRAWDOWNS 

POTENTIAL BENEFITS OF INTERMEDIATE INVESTMENT GRADE PRIVATE CREDIT
Investment grade (IG) private credit is an asset class typically utilized as an alternative to IG 
public credit. The former refers to debt issuance that normally carries an IG rating by a major 
rating agency, but in which borrowers are willing to pay a premium for the level of 
customization and additional privacy provided. IG private credit can offer numerous benefits to 
pension plans, including diversification from publics, correlation to plan liabilities and a yield 
premium over equivalently rated public credit. 

Investing in IG private credit offers plan sponsors access to a range of issuers and sectors 
outside of public markets. This can be critical for plan sponsors looking to reduce their 
concentration risk to names in the public markets and increase diversification. Additionally, IG 
private credit issues are typically priced relative to the interest rates and spreads underlying 
traditional IG public bonds, giving the former a direct connection to the discount curves used to 
value plan liabilities. Investors in IG private credit are compensated with additional yield for the 
complexity involved in sourcing, underwriting and monitoring these private deals. Critically, this 
yield premium does not imply additional credit risk, as the downside experience of this market 
compares favorably to public bond markets. 

IG private credit is issued across a variety of tenors, making it suitable for different roles in a 
plan sponsor’s portfolio. Depending on liability structure, intermediate duration IG private 
credit can be particularly attractive for sponsors. Intermediate IG private credit may offer an 
even higher yield premium over publics, as these deals face less demand from life insurers who 
tend to dominate the market, and plan sponsors can also benefit from the additional cashflows 
generated through shorter dated maturities to help meet benefit payments. 

August Market Summary
• Funded status increased slightly through August – Assets returned 2.2% 

while liabilities returned 1.9%.(1)

• The S&P 500 Index returned 2.3% in August – A sharp decline early in the 
month due to recession fears was followed by a swift recovery.

• The Long Credit Index yield fell 13 basis points (bps) last month – Treasury 
yields fell as the bond market continues to anticipate U.S. Federal Reserve rate 
cuts.

Milliman Pension Funding Index (August 2024)1

$BN Funding ratio (PBO)

1 Data from reference Bloomberg indices. Funded status is in reference to Pension Funding Index of the top 100 US corporate pension plans sourced from Milliman. Funded Status source: Milliman. FTSE Discount Rate source: FTSE. Long credit, US 30Y TSY yield, S&P 500 Index value source: Bloomberg.

Market Watch Dec-22 Dec-23 Jul-24 Aug-24

Funded Status (1) 101.9% 99.5% 103.5% 103.9%

FTSE Discount Rate 4.95% 4.76% 5.12% 4.91%

Long Credit Yield (2) 5.59% 5.22% 5.49% 5.36%

US 30Y TSY Yield 3.96% 4.03% 4.30% 4.20%

S&P 500 3,840 4,770 5,522 5,648
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$ Cash flow matching
Intermediate IG private credit can complement an existing 

long credit allocation 

Long credit

Intermediate IG private credit

Liabilities

Long credit and intermediate IG private credit cash flows from Bloomberg Long Credit and Intermediate Credit indices, respectively (source: Bloomberg). 
Liabilities from representative SLC Management client account information.
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Nothing in this paper should (i) be construed to cause any of the operations under SLC Management to be an investment advice fiduciary under the U.S. Employee Retirement Income Security Act of 
1974, as amended, the U.S. Internal Revenue Code of 1986, as amended, or similar law, (ii) be considered individualized investment advice to plan assets based on the particular needs of a plan or (iii) 
serve as a primary basis for investment decisions with respect to plan assets.

The information may present materials or statements which reflect expectations or forecasts of future events. Such forward-looking statements are speculative in nature and may be subject to risks, 
uncertainties and assumptions and actual results which could differ significantly from the statements. As such, do not place undue reliance upon such forward-looking statements. All opinions and 
commentary are subject to change without notice and are provided in good faith without legal responsibility.

Certain information contained herein has been obtained from published and non-published sources prepared by other parties, which in certain cases has not been updated through the date hereof. 
While such information is believed to be reliable for the purpose used herein, SLC does not assume any responsibility for the accuracy or completeness of such information and such information has not 
been independently verified by SLC.

Market chart indices: 

- AAA Non-Agency CMBS and A Corporate source: Index data from Bloomberg.

SLC Management is the brand name for the institutional asset management business of Sun Life Financial Inc. (“Sun Life”) under which Sun Life Capital Management (U.S.) LLC in the United States, and 
Sun Life Capital Management (Canada) Inc. in Canada operate.

Sun Life Capital Management (Canada) Inc. is a Canadian registered portfolio manager, investment fund manager, exempt market dealer and, in Ontario, a commodity trading manager. 

Sun Life Capital Management (U.S.) LLC is registered with the U.S. Securities and Exchange Commission as an investment adviser and is also a Commodity Trading Advisor and Commodity Pool Operator 
registered with the Commodity Futures Trading Commission under the Commodity Exchange Act and Members of the National Futures Association. In the U.S., securities are offered by Sun Life 
Institutional Distributors (U.S.) LLC, an SEC registered broker-dealer and a member of the Financial Industry Regulatory Authority (“FINRA”).

BentallGreenOak, InfraRedCapital Partners (InfraRed), Crescent Capital Group LP (Crescent) and Advisors Asset Management (AAM) are also part of SLC Management.

Bentall Green Oak is a global real estate investment management advisor and a provider of real estate services. In the U.S., real estate mandates are offered by BentallGreenOak (U.S.) Limited 
Partnership, who is registered with the SEC as an investment adviser. In Canada, real estate mandates are offered by BentallGreenOak (Canada) Limited Partnership, BGO Capital (Canada) Inc. or Sun Life 
Capital Management (Canada) Inc. BGO Capital (Canada) Inc. is a Canadian registered portfolio manager and exempt market dealer and is registered as an investment fund manager in British Columbia, 
Ontario and Quebec. 

InfraRed Capital Partners is an international investment manager focused on infrastructure. Operating worldwide, InfraRed manages equity capital in multiple private and listed funds, primarily for 
institutional investors across the globe. InfraRed Capital Partners Ltd. is authorized and regulated in the U.K. by the Financial Conduct Authority. 

Sun Life Capital Management (Canada) Inc. is a Canadian registered portfolio manager, investment fund manager, exempt market dealer and, in Ontario, a commodity trading manager, and is the 
manager of the SLC Management Private Fixed Income Plus Fund, SLC Management Long Term Private Fixed Income Plus Fund, SLC Management Short Term Private Fixed Income Fund and the SLC 
Management Canadian Commercial Mortgage Fund.

Crescent Capital Group LP is a global alternative credit investment manager registered with the U.S. Securities and Exchange Commission as an investment adviser. Crescent is a leading investor in 
mezzanine debt, middle market direct lending in the U.S. and Europe, high-yield bonds and broadly syndicated loans.

AAM is an independent U.S. retail distribution firm that provides a range of solutions and products to financial advisors at wirehouses, registered investment advisors and independent broker-dealers.
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Your purpose is our purpose

For institutional use only. Investing involves risk including the risk of loss of principal. The information provided does not constitute investment advice and should not be relied on as such. It should not 
be considered a solicitation to buy or sell a security. It does not take into account the investor’s particular investment objectives, strategies, tax status or investment horizon. You should consult with 
your tax and financial advisor. All material has been obtained from sources believed to be reliable. There is no representation of warranty as to the accuracy of the information and SLC Management shall 
have no liability for decisions based on such information. The whole or any part of this work may not be reproduced, copied or transmitted or any of its concepts disclosed to third parties without SLC 
Management’s express written consent. 

© SLC Management 2024

To opt out from future communications, please click here.
To change your communications preferences, please click here.
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http://www.pages02.net/sunlifeinvestmentmanagement/OptOutprod/OptOutprod?spMailingID=21139887&spUserID=NzY4OTM5NzQ3MDYwS0&spJobID=MjQ0MDM0MzY0NgS2&spReportId=MjQ0MDM0MzY0NgS2
http://www.pages02.net/sunlifeinvestmentmanagement/Formcommpreferenceprod/Formcommpreferenceprod?spMailingID=21139887&spUserID=NzY4OTM5NzQ3MDYwS0&spJobID=MjQ0MDM0MzY0NgS2&spReportId=MjQ0MDM0MzY0NgS2
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