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1 Market Background 

Three and twelve months to 31 December 2015 

The UK equity market showed some volatility over the 3 months to 31 December 2015 given the persistent 

uncertainty around the strength of the global economy and China in particular. Markets rallied in late December 

following the Fed’s announcement to raise rates, ending the fourth quarter in positive territory (FTSE All Share Index: 

4.0%).  

Mid and small cap companies outperformed the largest UK firms over the fourth quarter, with the FTSE 250 and 

FTSE Small Cap indices returning 5.0% and 4.1% respectively. At the sector level, Technology was the strongest 

performer (10.9%), whilst the poorest performing sector was once again Basic Materials (-11.1%). This sector 

continues to be affected by falling commodity prices and concerns over an economic slowdown in China. 

Global equity markets outperformed the UK in both local currency terms (6.0%) and sterling terms (8.1%), with the 

pattern of returns over the quarter broadly in line with that seen in the UK. Currency hedging was generally 

detrimental to sterling investors investing globally over the quarter, as sterling depreciated against the dollar and yen, 

and was broadly flat against the euro. At the regional level, Japanese equities offered the highest return of 12.5% in 

sterling terms and 10.0% in local currency terms. The emerging markets were the poorest performing region over the 

quarter, returning 3.1% in sterling terms and 1.2% in local currency terms. 

UK nominal gilts delivered negative returns over the fourth quarter as yields increased across all but the shortest 

maturities, with the All Stocks Gilt Index returning -1.2%. Real yields on UK index-linked gilts also increased over the 

period, with the Over 5 Year Index-linked Gilt Index returning -3.3%. Corporate bonds posted marginally positive 

returns over the quarter, with the iBoxx All Stocks Non Gilt Index returning 0.4%. Returns on corporate bonds were 

ahead of gilts as credit spreads narrowed.  

Over the 12 months to 31 December 2015, the FTSE All Share Index returned 1.0%, although returns were volatile 

over the year, and varied across sectors. Technology delivered the highest return at 16.8%, whilst the Basic 

Materials and Oil & Gas sectors suffered dramatically over 2015 in an environment of falling commodity prices, 

returning -42.1% and -20.7% respectively. Global equity markets outperformed the UK, with the FTSE All World 

Index returning 4.0% and 2.3% in sterling and local currency terms respectively. 

UK nominal gilts delivered marginally positive returns over 2015. Positive returns can be attributed to coupon 

payments, as gilt yields rose across all maturities (and therefore gilt prices fell). The All Stocks Gilt Index returned 

0.6% over the 12 month period and the Over 15 Year Gilt Index returned just 0.1%. There were more significant 

increases in real yields over the year, causing the Over 5 year Index-linked Gilt Index to return -1.2%. Corporate 

bond returns were marginally positive, with the iBoxx All Stocks Non Gilt Index returning 0.5% over the 12 months to 

31 December 2015. This was again due to the effect of coupon payments, as gilt yields increased and credit spreads 

widened over the year. 

The UK property market performed strongly in 2015, returning 3.1% over the quarter and 13.8% over the year to 31  
December 2015.  
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2 Performance Overview 
Breakdown of Fund Performance by Manager as at 31 December 2015  

3 month 
(%) 

 
1 year  
 (%) 

 
2 year p.a. 
 (%) p.a. 

 
3 year p.a. 
 (%) p.a. 

 
5 year p.a. 
 (%) p.a. 

Fund Manager 
Equity Mandate   

       Majedie 1.0 -0.2 2.6 11.3 10.3 
FTSE All Share   3.9 0.9 1.1 7.3 6.0 
Difference   -2.9 -1.1 1.6 4.0 4.3 
  Global Equity Mandate** 9.3 n/a n/a n/a n/a 
FTSE All World   9.3 n/a n/a n/a n/a 
Difference   0.0 n/a n/a n/a n/a 
Dynamic Asset Allocation Mandates   

       Ruffer 1.1 2.1 3.7 6.2 4.5 
3 Month Sterling LIBOR + 4% p.a   1.1 4.6 4.6 4.6 4.7 
Difference   0.0 -2.5 -0.9 1.6 -0.2 
  Insight 0.1 n/a n/a n/a n/a 
3 Month Sterling LIBOR + 2% p.a   0.6 n/a n/a n/a n/a 
Difference   -0.5 n/a n/a n/a n/a 
Private Equity   

       Invesco -2.9 18.8 26.7 19.5 17.8 
  Unicapital  4.1 5.6 5.6 5.7 7.4 
Secure Income   

       Partners Group MAC 0.9 n/a n/a n/a n/a 
3 Month Sterling LIBOR + 4% p.a  1.1 n/a n/a n/a n/a 
Difference  -0.2 n/a n/a n/a n/a 
  Oak Hill Advisors -2.6 n/a n/a n/a n/a 
3 Month Sterling LIBOR + 4% p.a  1.1 n/a n/a n/a n/a 
Difference  -3.7 n/a n/a n/a n/a 
 Partners Group Direct Infrastructure -0.2 n/a n/a n/a n/a 
3 Month Sterling LIBOR + 8% p.a  2.1 n/a n/a n/a n/a 
Difference  -2.3 n/a n/a n/a n/a 
Inflation Protection   

       M&G -2.5 n/a n/a n/a n/a 
RPI + 2.5% p.a.  1.0 n/a n/a n/a n/a 
Difference  -3.5 n/a n/a n/a n/a 
  Standard Life 1.3 n/a n/a n/a n/a 
FT British Government All Stocks Index +2.0%  -0.7 n/a n/a n/a n/a 
Difference  2.0 n/a n/a n/a n/a 
Total Fund    2.4 2.5 6.8 9.6 8.1 
Benchmark*   3.4 3.6 5.7 7.5 7.2 
Difference   -1.0 -1.1 1.1 2.1 0.9 
Source: Northern Trust (Custodian). Figures are quoted net of fees and estimated by Deloitte. Differences may not tie due to rounding. 
 (*) The Total Assets benchmark is the weighted average performance of the target asset allocation.  
(**) The performance of the Global Equity mandate has been calculated using the starting MFS valuation and ending LGIM valuation, removing cashflows. For this quarter’s calculations, we have assumed the 
benchmark is the same as the mandate return.
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3 Total Fund 

Investment Performance to 31 December 2015 

 

 

 

 

 
 

Source: Northern Trust. Relative performance may not sum due to rounding. 

(1) Estimated by Deloitte 

(2) Average weighted benchmark 

Over the quarter, the Total Fund underperformed its fixed weighted benchmark by -1.0% on a net of fees basis.  

This has taken the Fund’s one year performance to 2.5% net of fees, and is below its benchmark by 1.1%. The 

Fund remains ahead of benchmark over the three and five year periods by 2.1% p.a. and 0.9% p.a. 

The chart below compares the net performance of the Fund relative to the fixed weight benchmark over the three 

years to 31 December 2015, highlighting the strong relative returns over the last couple of years – much of which 

can be attributed to the outperformance achieved by Majedie. Performance over the past 12 months has 

dampened the three year outperformance figure slightly. 
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 Last Quarter 

 (%) 

One Year  

(%) 

Two Years 
(% p.a.) 

Three Years 

(% p.a.) 

Five Years  

(% p.a.) 

Total Fund  – Gross of fees 2.5 3.0 7.2 10.0 8.6 

Net of fees(1) 2.4 2.5 6.8 9.6 8.1 

Benchmark(2) 3.4 3.6 5.7 7.5 7.2 

Net performance relative to 
fixed benchmark 

-1.0 -1.1 1.1 2.1 0.9 
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Attribution of Net Performance to 31 December 2015 

 

On a net performance basis, the Fund underperformed the composite benchmark by 1.0% over the fourth quarter 

of 2015, with negative contributions from Majedie, M&G and OakHill. The Fund’s overweight position to equities 

was a positive for performance versus the fixed weight benchmark. 

  

Over the year the Fund underperformed the composite benchmark by 1.1%, with Majedie, MFS and Ruffer 

underperforming their respective benchmarks.  
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Asset Allocation 

The table below shows the assets held by manager as at 31 December 2015 alongside the Target Benchmark 

Allocation. 

  Actual Asset Allocation  

Manager Asset Class 30 Sep 2015 
(£m) 

31 Dec 
2015 (£m) 

30 Sep 
2015 (%) 

31 Dec 
2015 (%) 

Benchmark 
Allocation (%) 

Majedie UK Equity (Active) 212.6 214.9 25.6 25.5 22.5 

MFS Overseas Equity (Active) 202.4 0.0 24.4 0.0 0.0 

LGIM Global Equity (passive) 0.0 221.2* 0.0 26.2 22.5 

  Total Equity 415.0 436.1 50.0 51.6 45.0 

Ruffer Absolute Return 88.4 89.5 10.7 10.6 10.0 

Insight Blonds Plus 0.0 64.9 0.0 7.7 10.0 

  Total Dynamic Asset 
Allocation 

88.4 154.5 10.7 18.3 20.0 

Invesco Private Equity 6.2 5.8 0.7 0.7 0.0 

Unicapital Private Equity 3.8 3.7 0.5 0.4 0.0 

  Total Private Equity 10.0 9.5 1.2 1.1 0.0 

Partners 
Group 

Multi Asset Credit 
51.3 51.9 6.2 6.1 7.5 

Oak Hill 
Advisors 

Diversified Credit 
Strategy 

47.9 46.8 5.8 5.5 7.5 

Partners 
Group 

Direct Infrastructure 
2.0 2.0 0.2 0.2 5.0 

 Secure Income 101.3 100.7 12.2 11.9 20.0 

M&G Inflation Opportunities 78.9 77.0 9.5 9.1 10.0 

Standard Life Long Lease Property 42.8 43.4 5.2 5.1 5.0 

 Total Inflation 
Protection 

121.7 120.4 14.7 14.3 15.0 

LGIM Liquidity Fund 28.2 23.2 3.4 2.7 0.0 

 Total 829.3 844.4 100.0 100.0 100.0 

Source: Northern Trust (Custodian) and have not been independently verified 

Figures may not sum to total due to rounding 

*  This figure includes an allocation being held as cash which will be invested in emerging markets following the transfer to the CIV. 

At the end of the third quarter, the Fund made an investment to Insight’s Bond Plus fund using the proceeds from 

the Goldman Sachs disinvestment. During the fourth quarter, the mandate with MFS was transitioned to a global 

passive mandate with LGIM. A Post Transition Report has been provided with the quarterly pack which details this 

transition and outlines all costs associated with the transfer. 

For the purposes of performance reporting, we have calculated the quarterly performance of the entire global 

equity mandate (MFS and LGIM) using the change in valuation over the quarter. We have used the same figure for 

the benchmark performance therefore assuming no out or under performance for this mandate over the quarter. 
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The asset allocation chart below shows the relative underweight and overweight positions of the Fund against the 

revised allocations proposed in the strategy review. 

 

 The equity portfolio remains overweight (+6.6%). The Committee is discussing reducing the equity risk within 

the Fund and investing the proceeds in a more diversified solution. 

 Partners Group will gradually draw down funds to the Infrastructure product as assets are purchased. These 

calls will be initially funded from the Liquidity Fund. 

 

Yield analysis as at 31 December 2015 

The following table shows the running yield on the Fund’s investments. 

Manager Asset Class Yield as at 31 December 2015 

Majedie UK Equity 3.29% 

LGIM Global Equity n/a* 

Ruffer Dynamic Asset Allocation 1.4% 

Insight Bonds Dynamic Asset Allocation 0.84% 

Partners Group MAC Secure Income 6.30% 

Oak Hill Advisors Secure Income 6.10% 

M&G Inflation Protection 1.38% 

Standard Life Inflation Protection 4.49% 

  Total 2.16% 

* The yield on the FTSE World Index at the end of December was 2.7% 
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4 Summary of Manager Ratings 

The table below summarises Deloitte’s ratings of the managers employed by the Fund and triggers against which 

managers should be reviewed. 

Manager Mandate Triggers for Review Rating 

Majedie UK Equity Further turnover within the core investment team  

Re-opening the UK equity products with no clear limits on the value of 
assets that they would take on 

1 

 

LGIM Global Equities Major deviation from the benchmark return 

Significant loss of assets under management 

1 

Ruffer Absolute Return Departure of either of the co-portfolio managers from the business 

Any significant change in ownership structure 

1 

Insight Bonds Plus A significant increase or decrease to the assets under management 
with no set limits 

 

Partners 
Group 

Multi Asset Credit Significant changes to the investment team responsible for the Fund 

*Note the mandate is subject to a 7 year lock-up period 

1 

Direct 
Infrastructure 

Significant changes to the investment team responsible for the Fund. 

*Note the mandate is subject to a 10 year lock-up period 

1 

Oak Hill 
Partners 

Diversified Credit 
Strategy 

Significant changes to the investment team responsible for the Fund. 

Significant changes to the liquidity of underlying holdings within the 
Fund. 

1 

M&G  Inflation 
Opportunities 

If the Fund’s portfolio manager Gary Parker was to leave the business 
or cease to be actively involved in the Fund, this would trigger a review 
of the Fund. 

Failure to find suitable investments within the initial two year funding 
period. 

1 

Standard 
Life 

Long Lease 
Property 

Richard Marshall leaving the business or ceasing to be actively 
involved in the Fund without having gone through an appropriate hand-
over. 

A build up within the Fund of holdings with remaining lease lengths 
around 10 years. 

1 

Majedie  

Business 

Majedie continues to see steady growth in the Global Equity and Focus Funds which have AUM of $52m and $26m 

respectively as at 31 December 2015.  

Majedie has been investing internally in its client management system and a “Hive” project to encourage closer ties 

within the investment teams. 

Majedie is having discussions with the London CIV regarding its products, specifically the UK Equity Strategy, 

which 3 of the London Boroughs invest in. Majedie is open to making the Fund available through the CIV, 

assuming it can agree terms which will benefit the current London LGPS investors although negotiations are still 

ongoing at this stage. 

Personnel 

There were 2 new joiners over the quarter (James Dudgeon in the US Equity team, and Emily Barnard in the UK 

Income team) although the team managing the UK Equity Fund remains unchanged. 

Deloitte view – We continue to rate Majedie positively for its UK equity capabilities. 
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LGIM 

Business 

As at 30 September 2015, Legal & General Investment Management (“Legal & General”) had total assets under 

management of c. £717bn (including derivative overlays and advisory assets). As at 30 September, the AUM on 

equity amounted to c. £296bn. 

Personnel 

There were no personnel changes over the fourth quarter of 2015. The transitioning of Ali Toutounchi’s 

responsibilities was completed during the quarter. 

Deloitte View: We continue to rate Legal & General positively for its passive capabilities. 

Ruffer 

Business 

Ruffer is engaged in discussions with the London CIV and has expressed a desire to offer its product through the 

platform.  

Personnel 

There were no changes to the team or process over the quarter. 

Deloitte view – The Ruffer product is distinctive within the universe of diversified growth managers with the 

manager willing to take contrarian, long term positions drawing where necessary on the expertise of external funds. 

Insight 

Business 

Insight continued to see a strong inflow of assets over the quarter. Assets under management was £407bn as at 31 

December 2015. Assets under management of the Bonds Plus Fund stood at £4.2bn as at 31 December 2015. 

Personnel 

There were no material changes to the Fixed Income Group over the fourth quarter. Tamara Burnell joined as a 

credit analyst and will work particularly on emerging market financials. The integration of the Cutwater team in the 

US appears to have progressed smoothly, giving Insight further capacity across a number of credit focused 

strategies. 

Deloitte view – We continue to rate Insight positively across its Fixed Income capabilities. 

Partners Group  

Mutli Asset Credit 

The net asset value of the MAC Fund was £262.6m as at 31 December 2015. The Fund’s commitments were fully 

invested within the 12 month target period and the Fund is now in its 2 year reinvestment period which means 

Partners Group may replace assets if it finds more attractive opportunities or if an existing asset is refinanced or 

repaid early.   

The final close for the successor program, the Multi-Asset Credit 2015, is targeted for April 2016 at a target Fund 

size of £300m with a number of potential investors at various stages of legal due diligence.  

Partners Group intends to launch the Multi-Asset Credit 2016 Fund in the third quarter of 2016 and already has one 

investor to seed the product with an investment of £100m. The target Fund size will be £300m.  
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Direct Infrastructure 

The Direct Infrastructure 2015 product held its first close in August and has already called capital to fund two 

investments. Of the Fund’s €55m commitment, €2.2m has been drawn.  Partners Group continues to see an 

attractive pipeline of potential investments for this product. 

Personnel 

There were no changes to the teams managing the Multi Asset Credit Fund or PG Direct Infrastructure Fund during 

the fourth quarter of 2015. However, Partners Group did hire 8 junior members to support the growing level of 

business. 

Deloitte View - We continue to rate Partners Group for its private market and infrastructure capabilities. 

Oak Hill Advisors – Diversified Credit Strategy 

Business 

The total capital which Oak Hill Advisors (“OHA”) manages is approximately $27.3bn. Total AuM in the DCS Fund 

was $3.2bn as at 31 December 2015, with $2.1bn in the pooled vehicle. 

Personnel 

There were no changes to the team managing the strategy over the quarter and the process remains unchanged.  

Deloitte view – We recognise that performance has not been satisfactory since inception (Q2 2015) however 

having had a review of the product with OakHill we are comfortable that much of this negative performance has 

been down to mark to market moves and are comfortable with the level of risk being run within the strategy.  

M&G – Inflation Opportunities Fund 

Business 

Total AuM across the five sub-funds of Inflation Opportunities is £1.6bn. The Inflation Opportunities Fund V is now 

fully drawn-down and no further clients are waiting to come into the fund. The total AuM in the fund is £433m.  

Personnel 

There were no changes to the team managing the strategy over the quarter and the process remains unchanged. 

Deloitte view – We continue to rate M&G for its investment capabilities. 

Standard Life – Long Lease Property 

Business 

The Fund’s assets under management increased slightly to £1.61bn over the fourth quarter following positive 

performance, with no significant inflows or outflows over the quarter. 

In relation to our previous concerns about the Fund’s supermarket exposure, there was an arbitration on rent for a 

Sainsburys (Southport) asset. Despite expectations that rent would increase by 13%, the arbitrators imposed no 

increase in rent, bringing the value of the individual asset down by c. 10%. While the supermarket sector as a 

whole contributed negatively over the fourth quarter there were positive contributions from some of the Fund’s 

Tesco and Aldi holdings 

Personnel 

There were no changes to the team over the quarter with Richard Marshall, the lead portfolio manager, having now 

relocated to London. 

Deloitte View: We rate SLI positively for its long lease property capabilities and continue to monitor the 

supermarket exposure within the Long Lease Property Fund 
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5 Majedie – UK Equity 

Majedie was appointed to manage an actively managed segregated UK equity portfolio.  The manager’s 

remuneration is a combination of a tiered fixed fee, based on the value of assets and a performance related fee of 

20% of the outperformance which is payable when the excess return over the FTSE All Share +2% p.a. target 

benchmark over a rolling three year period. The investment with Majedie comprises a combination of the UK Equity 

Fund (no more than 30%), the UK Focus Fund and a holding in Majedie’s long/short equity fund, Tortoise (no more 

than 10%). 

UK equity – Investment Performance to 31 December 2015 

 

 

 

 

 

 

 

 

 

 

 

Source: Northern Trust 

(1) Estimated by Deloitte 

 

 

The UK Equity fund returned 1.4% over the quarter, underperforming the FTSE All Share by 2.6%. The UK Focus 

Fund, which comprises Majedie’s highest conviction ideas also underperformed over the quarter, returning 0.4%. 

The Tortoise Fund also contributed to poor performance, returning -3.1% over the quarter. Majedie remains ahead 

of target over the three and five year periods by 4.0% p.a. and 4.3% p.a. respectively. 

Majedie has suffered from stock specific calls in the supermarket and banking sectors. However the manager 

remains confident in the selections and attributes short term underperformance to market timing. Majedie still has 

high conviction in all of its positions and, in many cases, has used recent market falls to increase exposure to 

certain stocks. 
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 Last Quarter 

(%) 

One Year  

(%) 

Two Years 

 (% p.a.)(1) 

Three Years  

(% p.a.) 

Five Years 

 (% p.a.) 

Majedie – Gross of fees 1.1 0.2 3.0 11.7 10.7 

Net of fees(1) 1.0 -0.2 2.6 11.3 10.3 

Benchmark 3.9 0.9 1.1 7.3 6.0 

Target 4.4 2.9 3.1 9.3 8.0 

Net performance relative to 
Benchmark 

-2.9 -1.1 1.6 4.0 4.3 
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6 Legal and General – Global Equity 

Legal and General Investment Manager (“LGIM”) was appointed to manage a global equity portfolio with the 

objective of replicating the performance of the FTSE All World Index benchmark. The manager is remunerated on a 

tiered fixed fee based on the value of assets. 

Global Equity – Investment Performance to 31 December 2015 

Source: Legal and General. 

(1) The Committee have decided to hold the Emerging Market allocation in cash until the launch of the London CIV to save on transaction 
costs. 

(2) Benchmark positions are subject to changes to the FTSE All World Index. 

 

Over the quarter, all assets held within the MFS mandate were transferred to a Global Equity mandate with LGIM 

and invested into pooled funds which will be available through the London Council’s Common Investment Vehicle 

(CIV) when launched. The mandate’s previous allocation to emerging markets has been retained as cash pending 

the transfer to the CIV, saving on transaction and transfer costs. 

We have produced a Post Transition Report which details the transition from MFS and outlines all costs associated 

with it.  

As the transition took place over two dealing dates throughout the quarter, we are unable to show quarterly 

performance. Based on the MFS value at the start of the quarter and the LGIM value at the end of the quarter 

(allowing for cashflows), we estimate the portfolio has returned 9.3% over the quarter. Due to the benchmark 

change over the quarter, we have assumed the benchmark figure to be equal to the portfolio performance. 

 

 Valuation 31 Dec 2015 (£m) Actual Allocation (%) Benchmark Allocation (%)(2) 

UK Equity Index 15.3 6.9 7.2 

World (ex UK) Dev Equity Index 187.7 84.9 84.3 

Sterling Liquidity Fund(1) 18.2 8.2 8.5 

Total 221.2 100.0 100.0 



 

London Borough of Hammersmith & Fulham Pension Fund – Investment Performance Report to 31 December 2015    14 

7 Ruffer – Absolute Return 

Ruffer was appointed to manage an absolute return mandate with the aim of outperforming the 3 month Sterling 

LIBOR benchmark by 4% p.a. The manager has a fixed fee based on the value of assets. 

Dynamic Asset Allocation - Investment Performance to 31 December 2015 

Source: Northern Trust. Relative performance may not tie due to rounding. 

(1) Estimated by Deloitte 

 

 

Ruffer performed in line with its target over the quarter, net of fees. The fund has underperformed the target over 

the one year period by 2.5%, largely due to poor performance in Q3 2015, however is ahead of target over the 

three year period by 1.6% p.a.  

Over the quarter, Ruffer benefited from its Japanese and Western equity allocations. The Japanese stock market 

rebounded strongly after a poor third quarter. The Fund’s Index Linked Bond exposure gave back some of its gains 

as yields rose over the fourth quarter. 
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 Last Quarter 

(%) 

One Year  

(%) 

Two Years 

 (% p.a.)(1) 

Three Years  

(% p.a.) 

Five Years 

 (% p.a.) 

Ruffer - Gross of fees 1.3 2.9 4.5 7.0 5.3 

Net of fees(1) 1.1 2.1 3.7 6.2 4.5 

Benchmark / Target 1.1 4.6 4.6 4.6 4.7 

Net performance relative to 
Benchmark 

0.0 -2.5 -0.9 1.6 -0.2 
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8 Insight – Bonds Plus 

Insight was appointed to manage an active bond portfolio with an aim of outperforming the 3 Month Sterling LIBOR 

by 2% over a rolling three year period. The fees are based on the value of assets invested in the fund. 

Absolute Return - Investment Performance to 31 December 2015 

Source: Northern Trust. Relative performance may not tie due to rounding. 

Note: Historic performance out with ‘Last Quarter’ shown for illustrative purposes only. This was sourced from Insight and are gross of fees. The 
Fund has not been invested for longer periods. 

(1) Estimated by Deloitte 

 

Insight underperformed its target over the quarter to 31 December 2015 by 0.5%, net of fees. While the Fund has 

only been invested over the fourth quarter of 2015, the Bonds Plus fund has returned 1.8% and 2.1% p.a. over the 

year and three years to 31 December 2015, gross of fees.   

The largest contributor to absolute performance was the fund’s market allocation decision. Insight maintained an 

exposure to US breakeven inflation, which was a positive contributor as US inflation rose modestly. Investment 

Grade Credit was also positive as the fund benefited from an overweight position in corporate credit risk as credit 

spreads narrowed. The fund’s duration position was a small negative contributor over the quarter, detracting <5bps. 

 Last Quarter 

(%) 

One Year  

(%) 

Three Years  

(% p.a.) 

Five Years 

 (% p.a.) 

Insight – Gross of fees 0.2 1.8 2.1 3.1 

Net of fees(1) 0.1 1.3 1.6 2.6 

Target 0.6 2.6 2.5 2.7 

Net Performance relative to Benchmark -0.5 -1.3 -0.9 -0.1 
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9 Partners Group – Multi Asset Credit 

Partners Group was appointed to manage a multi asset credit mandate with the aim of outperforming the 3 month 

Sterling LIBOR benchmark by 4% p.a. The manager has an annual management fee and performance fee. 

Multi Asset Credit - Investment Performance to 31 December 2015 

The Fund underperformed its benchmark by 0.2% over the quarter, net of fees, returning 0.9% in absolute terms. 

Asset Allocation 

The table below shows details of the Fund’s five largest holdings based on net asset value as at 31 December 

2015. 

Source: Partners Group 

There was no change to the investments within the portfolio over the fourth quarter of 2015. Activity has stabilised 

now that Partners Group has successfully invested all of the Fund’s commitments. The charts below show the 

current asset allocation of the fund by region and debt type. As expected, the majority of the Fund is invested in 

senior secured debt. 

 

38%

25%

7%

4%

2%
2%

2%

8%

12%

Regional allocation 
as at 31 December 2015

US

UK

Netherlands

Belgium

Switzerland

Denmark

France

Hong Kong

Germany

79%

10%

8%
1% 1%1%

Allocation by debt type
as at 31 December 2015

First lien

Second lien

Subordinated

Unitranche

Bond

Equity

Investment Description 
Type of 

Debt 
Tranche 

Maturity  
Date 

Target 
IRR 

(%) 

NAV 

(£m) 

% of 
NAV 

Nob Hill Square 
Retail shopping centre in Hong 
Kong. 

Real Estate First Lien 2 Apr 2020 5.2 15.3 5.7 

Cote Bistro 
UK restaurant chain offering 
value for money French cuisine. 

Corporate First Lien 
14 July 
2022 

1.9 12.5 4.7 

Motor Fuel Group 
Independent fuel stations 
operator in the UK. 

Corporate First Lien 
15 July 
2022 

3.0 12.5 4.7 

Advanced 
Computer Software 

UK software developer. Corporate First Lien 
20 Mar 
2022 

7.8 12.5 4.7 

AS Adventure 
Large European specialist 
multi-brand outdoor retail group. 

Corporate First Lien 28 Apr 2022 6.4 11.8 4.4 
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10 Oak Hill Advisors – Diversified Credit 
Strategies Fund 

Oak Hill Advisors was appointed to manage a multi asset credit mandate with the aim of outperforming the 3 month 

Sterling LIBOR benchmark by 4% p.a. The manager has an annual management fee and performance fee. 

Multi Asset Credit - Investment Performance to 31 December 2015 

Source: Northern Trust and Oak Hill Advisors. Relative performance may not tie due to rounding. 

Note: Historic performance out with ‘Last Quarter’ shown for illustrative purposes only. This was sourced from Oak Hill. The Fund has not been 
invested for longer periods. 

 

Over the quarter the DCS fund delivered -2.6% net of fees, underperforming its target by 3.7%. While the strategy 

has struggled over the past 12 months, performance has been better over the longer term. More than half of the 

underperformance over the quarter can be attributed to the strategy’s CLO positions (c. 16% of the portfolio). The 

majority of these positions have suffered negative mark to market movements which Oak Hill expects to regain if 

the positions are held to maturity.   

The Fund’s exposure to the energy sector continues to decrease, currently at c. 5%. Cash in the fund remains at 

high levels to allow Oak Hill to move quickly as and when favourable opportunities arise. 

  

 Last Quarter 

(%) 

Year to date 

(%) 

2014 

(%) 

2013 

(%) 

Since 
Inception 
p.a. (%) 

OHA – Gross of fees -2.4 -2.1 3.7 8.7 5.2 

Net of fees(1) -2.6 -2.7 2.6 7.7 4.2 

Target 1.1 4.6 4.6 4.6 4.6 

Net Performance relative to Benchmark -3.7 -7.3 -0.9 4.1 -0.4 
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11   Partners Group – Direct Infrastructure 

Partners Group was appointed to manage a global infrastructure mandate with the aim of outperforming the 3 

month Sterling LIBOR benchmark by 8% p.a. The manager has an annual management fee and performance fee. 

Direct Infrastructure - Investment Performance to 31 December 2015 

As at 31 December 2015, Partners Group Direct Infrastructure 2015 was early in its investment phase and the 

portfolio comprised two seed investments. The program continued to deploy capital over the quarter to fund the 

build-out of its assets, Japan Solar General Partner and Fermaca. During the fourth quarter, Japan Solar 

completed the construction of a 17.9MW solar plant, which has a power purchase agreement with Kansai Electric 

Power Company. As at the end of December 2015, Japan Solar's platform comprised 21 solar projects with total 

power capacity of about 400MW, including three operational solar assets totalling 23.8MW. In the same period, the 

construction of Fermaca's two projects, the El Encino La Laguna and Roadrunner pipelines, continued to progress 

according to plan. 

Information on the two investments in the product is given below. 

Fermaca 

Fermaca is a leading gas infrastructure operator, which develops, constructs, owns and operates pipelines and 

other related energy assets in Mexico. Fermaca’s customers include Mexico’s state-owned electric utility and other 

large natural energy companies and the bulk of its capacity is contracted under long-term agreements, providing 

the business with stable and predictable cash flows. The company currently owns two operating natural gas 

pipelines, including Tarahumara pipeline (TP), which is strategically located between the US-Mexico border and 

northern Mexico. Since Partners Group’s investment in Fermaca, the company has also secured the rights to two 

additional project; the El Encino – La Laguna (EELL) and Roadrunner (RR) pipeline. Both pipelines will connect to 

TP and create an integrated gas transportation system upon completion. This will allow Fermaca to further 

consolidate its market-leading position in transporting natural gas from the US to the northern and central regions 

of Mexico. 

Japan Solar General Partner 

Japan Solar General Partner is a Japanese solar platform that funds the construction and operation of utility-scale 

solar plants across the country with its partner, Nippon Renewable Energy, one of the largest independent solar 

utility businesses in Japan. Japan Solar’s projects benefit from long-term power purchase agreements with feed-in 

tariffs that were introduced by the Japanese government to encourage investment in the renewable energy sector. 

As of 20 June 2015, Japan Solar’s platform compromised 21 secured projects with total power-generation capacity 

of about 400MW, among which two are operational. 
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12  M&G – Inflation Opportunities 

M&G was appointed to manage an inflation opportunities mandate with the aim of outperforming the RPI 

benchmark by 2.5% p.a. The manager has an annual management fee which is calculated based on the underlying 

assets. 

Investment Performance to 31 December 2015 

Over the fourth quarter of 2015, the fund returned -0.1% net of fees, underperforming the target by -1.1%. 

At the end of September the fund comprised of 61% ILG, 31% long lease property, 4% income strips and 2% 

ground rents (as well as 2.6% cash). Over the quarter, the fund’s £20.4m commitment to long lease property was 

drawndown, bringing the total allocation up to the expected medium term level. The fund has also made a 

commitment of £65m to Income Strips via the Secured Lease Income Fund (internal M&G fund) with c. £16.5m of 

this being drawn over the quarter. Once the full commitment is drawn, the fund will have c. 15% exposure to 

income strips. The fund also made an investment to ground rents over the quarter, taking the allocation to 1.7%. 

The Fund has a maximum of 2 years to source and invest in suitable long term assets which provide sufficient risk, 

return and diversification characteristics. M&G is seeing certain assets being purchased at inflated prices driven by 

investors’ needs to get ‘money into the ground’ quickly. M&G remains true to the fund’s philosophy of sourcing the 

right assets at the right time. M&G’s medium term expected asset allocation views has not changed. IOF V is at a 

similar stage, in terms of assets purchased, as the previous pooled fund was at this stage of its lifetime. 

The management fees charged by the fund are dependent on the underlying assets. Therefore while M&G is 

sourcing assets and has the majority invested in ILG’s, clients are charged based on the assets currently in the 

portfolio and not based on a medium term expected portfolio. The current weighted average management fee is 

32bps. Once the portfolio is fully invested we would expect to see this move towards 37bps.  
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13  Standard Life Investments – Long Lease 
Property 

Standard Life Investments was appointed to manage a long lease property mandate with the aim of outperforming 

the FT British Government All Stocks Index benchmark by 2.0% p.a. The manager has an annual management 

fee. 

Long Lease Property - Investment Performance to 31 December 2015 

Over the quarter the strategy returned 1.3% net of fees, outperforming the benchmark of the FTSE Gilt All Stocks 

Index +2% p.a. by 2.0%. The fund continues to lag the wider property market which returned 3.1% over the fourth 

quarter with high quality secondary assets performing well – in particular South East Offices. 

Portfolio Holdings 

The sector allocation in the Long Lease Property Fund as at 31 December 2015 is shown in the graph below. 

 

When compared to an IPD benchmark, the Fund remains underweight the office sector (20.8% compared to 

35.2%) and the industrial sector (12.2% compared to 19.6%) at the end of the fourth quarter. The Fund is also 

slightly underweight the retail sector (36.5% compared to 38.6%) which is dominated by supermarkets and 

contains no shopping centres or retail warehouses which form a significant part of the IPD universe (c. 25%).  
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The table below shows details of the top ten tenants in the Fund measured by percentage of net rental income. 

 

The top 10 tenants contribute 59.0% of the total net income into the Fund. Supermarkets continue to dominate the 

Fund, with Tesco, Sainsbury’s, Asda and Morrison’s contributing 28.5% to the Fund’s total net rental income.  

The Fund’s average unexpired lease term has fell over the quarter from 26.2 years to 25.9 years. 

The proportion of the Fund invested in assets with fixed, part-fixed, CPI or RPI-linked rental increases remained 

broadly unchanged over the quarter at 90.3%.  

Sales and Purchases 

A £20.6m Z Hotel in Shoreditch, London was purchased over the fourth quarter with the 34 year lease having 

RPI(2,5) linked annual rent reviews, representing an initial yield of 3.75%. Despite this development not having an 

investment grade covenant, SLI viewed it as an attractive asset for the Fund given the developments within the 

Shoreditch area, as well as the property’s vacant possession value being 60% higher than the agreed purchase 

price. 

The development funding of the VW showroom was completed in January 2016, on a 25 year lease. Although VW 

suffered high profile negative press over the emissions scandal, SLI believes the strength of VW’s balance sheet 

will be strong enough to withstand any subsequent fines without adversely impacting its ability to make lease 

payments. 

 

 

Tenant Property/Location Total Rent £m p.a. % Net Income 

Tesco Stores Limited Various 7.8 10.8 

Premier Inn Limited Fountainbridge 5.1 7.0 

Sainsbury’s Supermarkets Various 4.9 6.7 

Asda Stores Limited Various 4.5 6.2 

University of Salford Peel Park Campus 3.6 5.0 

Marstons PLC Various 3.6 5.0 

Save the Children Fund 1 St Johns Lane, London  3.6 5.0 

WM Morrisons Supermarkets Various 3.5 4.8 

Glasgow City Council Various 3.1 4.3 

Travis Perkins (Properties) Various 3.0 4.1 

Total  42.7 59.0 



 

London Borough of Hammersmith & Fulham Pension Fund – Investment Performance Report to 31 December 2015    22 

Appendix 1 – Fund and Manager Benchmarks 

The table in this Appendix details the benchmarks and outperformance targets, for the Total Fund and each 

individual manager. 

Total Fund 

Inception: 31 December 1999.  

Manager Asset Class Allocation Benchmark Inception Date 

Majedie UK Equity 22.5% FTSE All-Share Index +2% p.a. over 
three year rolling periods 

31/08/05 

LGIM Global Equity 22.5% FTSE All World Index 30/11/15 

Ruffer Dynamic Asset 
Allocation 

10.0% 3 Month Sterling LIBOR +4% p.a. 31/07/08 

Insight Bonds Plus 10.0% 3 Month Sterling LIBOR +2% p.a. 30/09/15 

Invesco Private Equity 0.0% n/a 30/09/09 

Unicapital Private Equity 0.0% n/a 30/09/09 

Partners 
Group 

Multi Asset Credit 7.5% 3 Month Sterling LIBOR +4% p.a. 28/01/15 

Oak Hill 
Advisors 

Multi Asset Credit 7.5% 3 Month Sterling LIBOR +4% p.a. 01/05/15 

Partners 
Group 

Infrastructure Fund 5.0% 3 Month Sterling LIBOR +8% p.a. 31/08/2015 

M&G Inflation Opportunities 10.0% RPI +2.5% 01/05/15 

Standard 
Life 
Investments 

Long Lease Property 5.0% FT British Government All Stocks 
Index +2.0% 

09/04/15 

 Total  100.0%   

Note, for the benchmark performance calculation, we assume a 10% allocation to Partners Group MAC and Oak Hill Advisors MAC, and 0% 

allocation to Partners Group Infrastructure. This will be re-weighted as the Infrastructure Fund is drawn down. 
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Appendix 2 – Manager Ratings 

Based on our manager research process, we assign ratings to the investment managers for specific products or 

services.  The ratings are based on a combination of quantitative and qualitative factors, where the inputs for the 

qualitative factors come from a series of focused meetings with the investment managers.  The ratings reflect our 

expectations of the future performance of the particular product or service, based on an assessment of: 

 The manager’s business management; 

 The sources of ideas that go to form the portfolio (“alpha generation”); 

 The process for including the ideas into the portfolio (“alpha harnessing”); and 

 How the performance is delivered to the clients. 

On the basis of the research and analysis, managers are rated from 1 (most positive) to 4 (most negative), where 

managers rated 1 are considered most likely to deliver outperformance, net of fees, on a reasonably consistent 

basis.  Managers rated 1 will typically form the basis of any manager selection short-lists.   

Where there are developments with an investment manager that cause an element of uncertainty we will make the 

rating provisional for a short period of time, while we carry out further assessment of the situation. 
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Appendix 3 - Risk warnings & Disclosures 

 

 Past performance is not necessarily a guide to the future. 

 The value of investments may fall as well as rise and you may not get back the amount invested. 

 Income from investments may fluctuate in value. 

 Where charges are deducted from capital, the capital may be eroded or future growth constrained. 

 Investors should be aware that changing investment strategy will incur some costs. 

 Any recommendation in this report should not be viewed as a guarantee regarding the future performance of 

the products or strategy.  

 

 

Our advice will be specific to your current circumstances and intentions and therefore will not be suitable for use at any other 

time, in different circumstances or to achieve other aims or for the use of others.  Accordingly, you should only use the advice 

for the intended purpose. 

Our advice must not be copied or recited to any other person than you and no other person is entitled to rely on our advice for 

any purpose.  We do not owe or accept any responsibility, liability or duty towards any person other than you. 

Deloitte Total Reward and Benefits Limited is authorised and regulated by the Financial Conduct Authority. 

 



 

 

 

Other than as stated below, this document is confidential and prepared solely for your information and that of other 

beneficiaries of our advice listed in our engagement letter. Therefore you should not refer to or use our name or 

this document for any other purpose, disclose them or refer to them in any prospectus or other document, or make 

them available or communicate them to any other party. If this document contains details of an arrangement that 

could result in a tax or National Insurance saving, no such conditions of confidentiality apply to the details of that 

arrangement (for example, for the purpose of discussion with tax authorities).  In any event, no other party is 

entitled to rely on our document for any purpose whatsoever and thus we accept no liability to any other party who 

is shown or gains access to this document. 

Deloitte Total Reward and Benefits Limited. Registered office: Hill House, 1 Little New Street, London EC4A 3TR, 

United Kingdom. Registered in England and Wales No 3981512. 

Deloitte Total Reward and Benefits Limited is a subsidiary of Deloitte LLP, the United Kingdom member firm of 

Deloitte Touche Tohmatsu Limited (“DTTL”), a UK private company limited by guarantee, whose member firms are 

legally separate and independent entities. Please see www.deloitte.co.uk/about for a detailed description of the 

legal structure of DTTL and its member firms. 

Deloitte Total Reward and Benefits Limited is authorised and regulated by the Financial Conduct Authority.  

   

 

 


