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1. EXECUTIVE SUMMARY 

 
1.1. The allocation of the Fund’s investments has moved away from the 

target allocations agreed in the Statement of Investment Principles.  
Rebalancing the allocations ensures the portfolio maintains the 
risk/return profile the sub-committee expected when the targets were 
set. This report recommends rebalancing by reducing the overweight in 
UK equities and increasing secure income and absolute return bonds. 
 

1.2. This report recommends that no further changes are made to 
investment strategy at this time pending the results of the actuarial 
valuation, but that the sub-committee agree fund manager monitoring 
arrangements. 

 
2. RECOMMENDATIONS 

 
2.1. That the sub-committee agree that £36m is withdrawn from the funds 

managed by Majedie Asset Management and that £16m is invested in 
the Oak Hill Advisers Diversified Credit Strategies fund and £20m is 
invested in the Insight Bonds Plus fund as soon as is practicable. 
 



2.2. That the sub-committee agree that an annual fund manager monitoring 
day is established to which all of the Fund’s managers are invited to 
provide the sub-committee with updates on the investments. 
 

3. REASONS FOR DECISION 
 

3.1. Following all the work done on the investment strategy over the last 18 
months, it is timely to re-visit the current weightings and consider how 
to address the under and overweights. 
 

3.2. It is important that members are fully informed about the various fund 
managers employed by the Fund to ensure effective decisions are 
made about investment strategy and implementation. 
 

4. PROPOSAL AND ISSUES  
 

4.1. The Statement of Investment Principles was last reviewed in March 
2015 and the changes agreed to the investment strategy have been 
implemented over the last 12 months or so. 

 
Rebalancing 

4.2. The table below shows how the allocation of the Fund’s investments at 
31st March 2016 compared to the target allocations set out in the 
Statement of Investment Principles. 
 

Asset Class Fund Manager Allocation 
31/03/16 

Target 
Allocation 

Variance 
31/03/16 

UK equities Majedie 

LGIM passive 

25.2% 

1.8% 
22.5% 4.5% 

Overseas equities LGIM passive* 24.7% 22.5% 2.2% 

Secure Income Partners MAC 

Oak Hill 

PG Infrastructure**  

6.1% 

5.6% 

2.9% 

7.5% 

7.5% 

5.0% 

(1.4%) 

(1.9%) 

(2.1%) 

Diversified Growth 
Funds 

Ruffer 10.5% 10.0% 0.5% 

Absolute Return 
Bonds 

Insight 7.6% 10.0% (2.4%) 

Inflation 
Opportunities 

M & G 
9.5% 10.0% (0.5%) 

Long Lease 
Property 

Standard Life 
5.1% 5.0% 0.1% 

Private Equity Invesco 

Unigestion 
1.0% 0.0% 1.0% 

Total  100.0% 100%  
 

*includes cash in sterling liquidity fund to fund emerging market equities 
**includes cash in sterling liquidity fund to fund drawdowns 

 
4.3. This analysis shows that the Fund has a number of under and 

overweight positions compared to the target allocation.  Although 



modest under and overweight positions should be expected in the 
Fund as the markets move over time, it is recommended that more 
significant under and overweight positions are reviewed periodically to 
rebalance back to the target allocation.  This will ensure the portfolio 
retains the risk/return profile the sub-committee expected when the 
targets were set. 
 

4.4. The current position shows significant overweights in equities (4.5% 
UK and 2.2% overseas) with underweight positions in secure income 
(5.4%) and absolute return bonds (2.4%). It is not possible in the short 
term to add to the two investments with Partners Group in the secure 
income category, as the particular funds the Fund is invested in are 
closed funds.  It would however be possible to add to the Oak Hill Multi 
Asset Credit fund and also the Insight Absolute Return Bonds 
mandate. Funding these additions from equities would bring the Fund 
closer to target. 
 

4.5. The equities are currently split between an active UK equity mandate 
with Majedie and a passive equity mandate with LGIM.  The Majedie 
mandate has performed well above expectations in recent years – 
returning on average 2.6% per annum above the FTSE All Share plus 
2% target over the last five years.  In light of this and the scale of the 
current overweight position in UK equities, it is recommended to take 
profits and reduce the Majedie allocation to fund the increases in Oak 
Hill and Insight.  The recommended movements are: 

Oak Hill + £16m 
Insight  + £20m 
Majedie  - £36m 
 

4.6. The resultant allocations would then be: 

Asset Class Fund Manager Revised 
Allocation  

Target 
Allocation 

Revised 
Variance  

UK equities Majedie 

LGIM passive 

20.9% 

1.8% 
22.5% 0.2% 

Overseas equities LGIM passive* 24.7% 22.5% 2.2% 

Secure Income Partners MAC 

Oak Hill 

PG Infrastructure**  

6.1% 

7.5% 

2.9% 

7.5% 

7.5% 

5.0% 

(1.4%) 

0.0% 

(2.1%) 

Diversified Growth 
Funds 

Ruffer 10.5% 10.0% 0.5% 

Absolute Return 
Bonds 

Insight 10.0% 10.0% 0.0% 

Inflation 
Opportunities 

M & G 
9.5% 10.0% (0.5%) 

Long Lease 
Property 

Standard Life 
5.1% 5.0% 0.1% 

Private Equity Invesco 

Unigestion 
1.0% 0.0% 1.0% 

Total  100.0% 100%  



 Investment Strategy review 
4.7. In previous meetings, consideration was given to making a further 

change to the investment strategy.  The proposal discussed was a 5% 
reduction in the allocation to equities to pay for an allocation to another 
Diversified Growth Fund with the aim of reducing the volatility in the 
Fund and reducing the reliance on equities to deliver returns.  The sub-
committee met with the representatives of two possible fund managers 
in November 2015, but to date no decision has been made. 
 

4.8. There has been considerable change in the Pension Fund in the last 18 
months with seven new mandates.  It is officers’ view that it would be 
appropriate to allow the new fund management arrangements to settle 
down rather than make any further changes at this time.  The results of 
the actuarial valuation will be known later this year (see item on the 
actuarial valuation elsewhere on this agenda) and that would be a good 
time to revisit the investment strategy.  
 
Fund Manager monitoring 

4.9. In the meantime, it is proposed to implement a fund manager 
monitoring programme for officers and members.  Although Deloitte 
meet with and talk to the fund managers regularly, it is important that 
direct contact is maintained to ensure that those involved in running the 
Fund are fully informed.  It is proposed that an annual fund manager 
monitoring day takes place where all the Fund’s managers are invited 
to come in and give members a refresher of their mandate and updates 
on their people, processes and performance.  In addition to this officers 
will meet with each fund manager twice a year and feedback any 
concerns not covered by Deloitte’s reporting. 

 

5. OPTIONS AND ANALYSIS OF OPTIONS  
 
Rebalancing 

5.1. The recommended option in this report is for the under and over 
weights of more than 1% to be addressed.  Taking no action would be 
an option, but this would result in the Fund moving further and further 
away from the agreed target and increasing the risk level in the Fund. 

 
Investment Strategy review 

5.2. The options for making changes to the investment strategy were set 
out in reports to the sub-committee on 25th November 2015 and 16th 
March 2016. 
 
Fund Manager monitoring 

5.3. It would be possible to consider different timeframes for the fund 
manager monitoring, however it is felt in the context of the pressures 
on members’ time and the fact both officers and Deloitte are meeting 
fund managers more regularly, that an annual day would be best way 
of updating members. 
 



6. CONSULTATION 
 

6.1. Not applicable. 
 

7. EQUALITY IMPLICATIONS 
 

7.1. Not applicable. 
 

8. LEGAL IMPLICATIONS 
 

8.1. None. 
 

9. FINANCIAL IMPLICATIONS 
 

9.1. Rebalancing the Fund closer to the target allocations will mean the 
returns, risk levels and fees should be closer to what was expected. 

 
10. IMPLICATIONS FOR BUSINESS 

 
10.1. None. 
 
11. BACKGROUND PAPERS USED IN PREPARING THIS REPORT 

 
11.1. None 
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