Pension scheme shortfalls balloon to £93bn

Funding shortfalls in pension schemes have near tripled to £93bn during the past year. 

The collective deficit of the UK's 200 biggest defined benefit schemes, including final salary pensions, has jumped from £36bn in March 2009, according to consultancy firm Aon Consulting. 

Aon expects more than half of companies to report big increases in pension funding shortfalls when they publish accounts for the year to the end of March. 

The shortfalls have increased despite a £118bn rise in assets held by pension schemes during the past 12 months, boosted the recovery in stock markets. The FTSE 100 index of leading shares in London has risen around 45pc since last March. 

However, this rise has been overshadowed by a £175bn jump in the schemes' liabilities to £591bn, due to falling corporate bond yields and rising expectations for inflation. 

Marcus Hurd, head of corporate solutions at Aon Consulting, said: "Pension deficits are once again dominating the boardroom. This year's March 31 company accounts will make sorry reading for companies with final salary pension schemes. 

"These numbers will only increase the number of companies looking at restructuring their pension arrangements, including those that have put off the decision during the economic downturn." 

The huge increase in the cost of running final salary pension schemes has led to the majority of them being closed to new members during the past few years, while there is also a growing trend to shut them to existing members too. 

Workers are instead being offered less generous defined contribution schemes, under which they shoulder all of the risk of investment volatility and increased life expectancy. 
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