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GETTING TO KNOW
Simon Fréchet

JOB TITLE: Chief investment
officer, retirement programs,
Bruce Power

JOINED BRUCE POWER: 2006

PREVIOUS ROLE: Actuary,
SEl Investments Canada Co.

WHAT KEEPS HIM UP AT NIGHT:
“Being prepared for uncertainty is
better than worrying about what's
yet to come.”

OUTSIDE OF THE OFFICE, HE
CAN BE FOUND: Listening to his
collection of vinyl records or playing
one of his bass guitars.

BRUCE POWER USING ASSET-LIABILITY

STUDIES, REBALANCIN
PENSION FUND

BY GIDEON SCANLON

s a nuclear power provider, Bruce
Power’s culture of risk averseness

. , .
plays a vital role. It’s also reflected in

b
the company’s efforts to secure the 12%

Canadian equities™

indexed benefits offered to its 6,500 defined
benefit pension plan members.

“We have many, many checks and bal-
ances in place — not just on the operational
side, but also when it comes to finances,” says
Simon Fréchet, Bruce Power’s chief invest-
ment officer of retirement programs.

This wasn’t always the case. Until 2006,
the company didn’t have an internal role
dedicated to monitoring its pension plan’s
then sr.5 billion in assets under management.
That changed with the hiring of Fréchet.
After starting his career as an actuary in the
U.K., he moved to Canada in the mid-1g9os,
became interested in investing and was
certified as a chartered financial analyst. In
2000, he joined SEI Investments Canada Co. in a role running
asset-liability models. When he joined Bruce Power, Fréchet
knew this experience would help him analyze the nuclear power
giant’s approach to investing. After looking at the pension fund’s
allocations, he knew where to begin.

“About 70 per cent of the fund was in equities with 40 per cent
allocated to Canadian equities. I put Bruce Power through its
first asset-liability study, which led to some sweeping changes.”

As aresult, Fréchet reduced the portfolio’s overall exposure
to equities by 1o per cent, halving its investments in domestic
stocks along the way. Then he hired two U.S. equity managers
and several international equity managers to improve the port-
folio’s diversity. This soon proved to be a fortuitous move.

“By the time we hired our last equity manager, the [2008/09]
financial crisis was starting to play out. That year, we were down
12.5 per cent, but that put us in the top decile of plans in terms of
performance.”

In the months that followed, Fréchet focused on rebalancing
the portfolio. As the crisis played out, he was keen to position
the plan for the rallying of equities, but wasn’t willing to give
free rein to its asset managers.

“We were dedicated in terms of our rebalancing rules — we
did it religiously with a plus or minus three per cent tolerance.
We were taking money away from bonds and putting it into equ-
ities. When equities started taking off, we were well-positioned
right out of the gate.”

As markets began to recover, Fréchet conducted more
asset-liability studies looking into real return bonds and
emerging markets, tweaking the asset mix with the results.
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He also sought out the wisdom of his peers — including
other members of the Pension Investment Association of
Canada, where he’s served on several committees and as board
chair. “[PIAC is] about coming together as pension investors to
solve the issues we all face. You can find out a lot about how to
do things, just by chatting with other members.”

Fréchet says he often stumbles on inspiration during inter-
actions with fellow PIAC members. One such conversation, on
alternative asset classes, led to a major shakeup at Bruce Power’s
pension plan. “We made the move to get into real estate and
infrastructure. That’s been our focus over the past four years.”

Today, the plan allocates 10 per cent of its capital to real
estate, which is overseen by four regional managers. It also
allocates 15 per cent to infrastructure investments. “We use a
combination of closed-end and open-end infrastructure funds,”
he says. “It’s a bit higher octane than our real estate investments.
We do focus on leverage and ensuring there isn’t too much con-
centration in any one area.”

In Fréchet’s 15 years overseeing the pension plan, it’s grown
to about s5.7 billion in assets with its solvency ratio approaching
100 per cent. When it crosses that funding threshold, he will
embark on his next mission.

“From a returns perspective, we did quite well in the pan-
demic. When the discount rate goes up, however, our liabilities
grow tremendously. In the future, our big challenge will be
derisking.”

Gideon Scanlon is the editor of the Canadian Investment
Review: gideon.scanlon@contexgroup.ca.
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