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Abstract
The persistent low-interest-rate environment is proving detrimental to the funding levels of defined-benefit (DB) pension plans in the United States and around the world. In 2014, for example, plan sponsors experienced significant declines in pension funding status, primarily due to the decline in interest rates coupled with the adoption of new mortality tables, which offset equity market gains. More recently, funded status has improved because of a modest rise in interest rates and positive equity returns.
Despite these secular headwinds, reasons to de-risk remain plentiful, and the recent increase in pension derisking activity is reflective of plan sponsors’ response to the current pension landscape. Today’s interest-rate environment also offers a unique opportunity for sponsors of underfunded plans, which this article discusses in detail, along with recent evidence showing that reducing pension risk increases financial flexibility and creates shareholder value.
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