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1 Market Background 

1.1 Three months to 30 September 2016 

 

Equity markets 

The UK equity market rose over the third quarter of 2016, with the FTSE All Share Index delivering a return of 

7.8%. Markets continued the post-Brexit rally which started at the end of the second quarter, helped by a 

revaluation of overseas revenues reflecting the further decline in sterling, but also positive sentiment from better 

than expected economic data. 

Global equity markets outperformed the UK in sterling terms (8.5%) but underperformed the UK in local currency 

terms (5.0%) over the third quarter as sterling continued to depreciate against a basket of global currencies. 

 

Bond markets 

Following the EU referendum, the Bank of England cut the base rate to 0.25% and extended the UK’s quantitative 

easing program. The prospect of even lower interest rates for even longer led nominal yields lower. As a result, UK 

nominal gilts delivered positive returns over the quarter, with the All Stocks Gilts Index returning 2.3%.  This, 

combined with increased inflation expectations due to the continued weakening of sterling, caused real yields to 

drop further into negative territory, with the Over 5 Year Index-linked Gilts Index returning 11.0%. Credit spreads 

narrowed over the quarter and, coupled with the fall in gilt yields, resulted in corporate bonds outperforming gilts, 

with the iBoxx All Stocks Non Gilt Index returning 5.6%. 
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1.2 Twelve months to 30 September 2016 

 

Equity markets 

Over the 12 months to 30 September 2016, the FTSE All Share Index has delivered a positive return of 16.8%. 

Performance was volatile and continued to vary significantly across sectors. Financials was the poorest performing 

sector over the year (-1.0%) whilst Technology was the highest performer (57.6%). Global equity markets 

outperformed the UK in sterling terms (31.3%) but underperformed the UK in local currency terms (11.2%), with 

currency hedging detracting. 

 

Bond markets 

UK nominal gilts delivered strong returns over the year, with the All Stocks Gilts Index returning 12.6% and the 

Over 15 Year Gilts Index returning 23.0% as gilt yields fell significantly across all maturities. Real yields also fell 

significantly over the year, with the Over 5 Year Index Linked Gilts Index returning 27.0%. The narrowing of credit 

spreads over the year coupled with the fall in gilt yields resulted in strong corporate bond returns with the iBoxx 

All Stocks Non Gilt Index returning 14.0% over the period.  

 

Property market 

The UK property market delivered a return of -2.3% over the quarter with falls in the capital value of property 

largely being a reflection of the potential implications of Brexit and the levels of liquidity within funds. Over the 

year to 30 September 2016, property delivered a return of 3.2%.
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2 Performance Overview 
2.1 Investment Performance to 30 September 2016 

Breakdown of Fund Performance by Manager as at 30 September 2016 3 month 

(%) 

1 year  

 (%) 

2 year p.a. 

 (%) 

3 year p.a. 

 (%) 

5 year p.a. 

 (%) Fund Manager 

Equity Mandate   

       Majedie 7.9 12.4 7.2 7.7 13.8 

FTSE All Share  7.7 16.6 6.8 6.5 11.0 

Difference  0.2 -4.2 0.5 1.2 2.8 

  LGIM Global Equity Mandate** 7.6 n/a n/a n/a n/a 

Custom Benchmark  7.6 n/a n/a n/a n/a 

Difference  0.0 n/a n/a n/a n/a 

Dynamic Asset Allocation Mandates       

  Ruffer 6.6 11.9 8.1 6.4 7.1 

3 Month Sterling LIBOR + 4% p.a.  1.1 4.6 4.6 4.6 4.6 

Difference  5.5 7.3 3.6 1.9 2.4 

  Insight 0.6 1.4 n/a n/a n/a 

3 Month Sterling LIBOR + 2% p.a.  0.6 2.5 n/a n/a n/a 

Difference  0.0 -1.2 n/a n/a n/a 

Private Equity       

  Invesco 5.2 13.9 20.2 23.5 18.4 

  Unicapital  3.8 22.6 14.5 9.5 7.9 

Secure Income       

  Partners Group MAC 2.6 6.1 n/a n/a n/a 

3 Month Sterling LIBOR + 4% p.a.  1.1 4.6 n/a n/a n/a 

Difference  1.5 1.5 n/a n/a n/a 

  Oak Hill Advisors 4.4 7.9 n/a n/a n/a 

3 Month Sterling LIBOR + 4% p.a.  1.1 4.6 n/a n/a n/a 

Difference  3.3 3.4 n/a n/a n/a 

 Partners Group Infrastructure 0.6 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  -1.4 n/a n/a n/a n/a 

Inflation Protection       

  M&G 8.2 18.3 n/a n/a n/a 

RPI + 2.5% p.a.  1.3 4.6 n/a n/a n/a 

Difference  6.9 13.7 n/a n/a n/a 

  Standard Life 0.6 4.3 n/a n/a n/a 

FT British Government All Stocks Index +2.0%  2.8 14.7 n/a n/a n/a 

Difference  -2.1 -10.4 n/a n/a n/a 

Total Fund   6.1 15.0 10.4 9.7 11.4 

Benchmark*  4.1 13.1 8.1 7.8 9.4 

Difference  1.9 1.9 2.3 1.9 2.1 
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 weighted average performance of the three underlying funds.   
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3 Total Fund 

3.1 Investment Performance to 30 September 2016 

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 outperformed its fixed weighted benchmark by 1.9% on a net of fees basis.  

Over the 12 month period, the Fund delivered a net return of 15.0%, outperforming the benchmark by 1.9%. 

The Fund remains ahead of the benchmark over the three and five year periods by 1.9% p.a. and 2.1% p.a. 

respectively. 

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

three years to 30 September 2016, highlighting the strong relative returns over the two years from June 2013 

to June 2015 – much of which can be attributed to the outperformance achieved by Majedie. Performance in 

the second half of 2015 dampened the three year outperformance figure but there has been strong relative 

returns through the first three quarters of 2016. 
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Total Fund Performance - last three years

Quarterly Excess Return 3 Year Rolling Excess Return

 Last 

Quarter 

(%) 

One 

Year 

(%) 

Two 

Years 

(% p.a.) 

Three 

Years    

(% p.a.) 

Five 

Years  

(% p.a.) 

Total Fund  – Gross of fees 6.2 15.5 10.8 10.1 11.9 

Net of fees(1) 6.1 15.0 10.4 9.7 11.4 

Benchmark(2) 4.1 13.1 8.1 7.8 9.4 

Net performance relative to fixed 

benchmark 

1.9 1.9 2.3 1.9 2.1 
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3.2 Attribution of Performance to 30 September 2016 

 

 

On a net of fees performance basis, the Fund outperformed the composite benchmark by 1.9% over the third 

quarter of 2016, with positive contributions from M&G, Ruffer, Oak Hill Advisors and Partners Group MAC.   

 

Over the year the Fund outperformed the composite benchmark by 1.9% following positive contributions by 

M&G, Ruffer, Oak Hill Advisors and Partners Group MAC. Both Majedie and Standard Life were detractors of 

performance.
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3.3 Asset Allocation  

The table below shows the assets held by manager as at 30 September 2016 alongside the Target Benchmark 

Allocation. 

  Actual Asset Allocation  

Manager Asset Class 30 Jun 

2016 

(£m) 

30 Sep 

2016 

(£m) 

30 Jun 

2016 

(%) 

30 Sep 

2016 

(%) 

Benchmark 

Allocation (%) 

Majedie UK Equity (Active) 222.1 201.5 24.9 21.4 22.5 

LGIM Global Equity* 

(passive) 
243.9 262.5 27.3 27.9 22.5 

  Total Equity 466.0 464.0 52.2 49.2 45.0 

Ruffer Absolute Return 93.3 99.6 10.5 10.6 10.0 

Insight Bonds Plus 65.5 88.0 7.3 9.3 10.0 

  Total Dynamic 

Asset Allocation 
158.8 187.6 17.8 19.9 20.0 

Invesco Private Equity 6.2 5.7 0.7 0.6 0.0 

Unicapital Private Equity 3.8 3.7 0.4 0.4 0.0 

  Total Private 

Equity 
10.0 9.3 1.1 1.0 0.0 

Partners 

Group 

Multi Asset Credit 
52.1 52.3 5.8 5.5 7.5 

Oak Hill 

Advisors 

Diversified Credit 

Strategy 
49.8 68.1 5.6 7.2 7.5 

Partners 

Group 

Direct Infrastructure 
4.1 8.6 0.5 0.9 5.0 

 Secure Income 106.0 129.0 11.9 13.7 20.0 

M&G Inflation 

Opportunities 
86.5 93.6 9.7 9.9 10.0 

Standard 

Life 

Long Lease Property 
44.5 44.8 5.0 4.8 5.0 

 Total Inflation 

Protection 
131.0 138.5 14.7 14.7 15.0 

LGIM Liquidity Fund 20.8 13.8 2.3 1.5 0.0 

 Total 892.6 942.3 100.0 100.0 100.0 

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. 

 

The Fund remains overweight Equities by 4.2% and underweight Secure Income by 6.3%. The Secure Income 

allocation should continue to increase as the Partners Group Direct Infrastructure Fund is drawn down. 

Over the quarter, the Fund carried out some rebalancing of the portfolio - £38m was disinvested from Majedie, 

with the proceeds being used to top up the allocation to Insight (£22m) and Oak Hill Advisors (£16m). 

 

The asset allocation chart shows the relative underweight and overweight positions of the Fund against the 

benchmark allocations. 
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Partners Group will gradually draw down funds into the Infrastructure fund as further assets are purchased. 

These calls will be funded in the first instance from the cash held in LGIM’s Liquidity Fund. 

 

3.4 Yield Analysis as at 30 September 2016 

 

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

Manager Asset Class Yield as at 30 September 2016 

Majedie UK Equity 3.11% 

LGIM Global Equity 0.23%* 

Ruffer Dynamic Asset Allocation 1.30% 

Insight Bonds Dynamic Asset Allocation 0.95% 

Partners Group MAC Secure Income 6.70% 

Oak Hill Advisors Secure Income 6.04% 

M&G Inflation Protection 1.95% 

Standard Life Inflation Protection 4.52% 

  Total 2.17% 

*Represents the NDIP yield available on the UK Equity Index Fund. 
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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 

Significant changes to the team managing the Fund 

1 

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 

 

4.1 Majedie  

Business 

There were no significant flows into or out of the UK Equity Fund this quarter, with some capacity recycled to 

investors in the wealth management sector. 

Total AUM for Majedie as at 30 September 2016 was £12.3bn. 

Personnel 

Simon Hazlitt will leave Majedie at the end of the year and is being regarded as a “good leaver”. He will be 

replaced on the client relationship team by James Mowat who joins from Ballie Gifford. There have been no 

changes to the investment team or process. 

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

4.2 LGIM 

Business 

As at 30 June 2016, Legal & General Investment Management (“Legal & General”) had total assets under 

management of c. £842bn, of which, £334bn was in passive solutions. 



London Borough of Hammersmith and Fulham               Investment Report to 30 September 2016 

 

11  
 

Personnel 

Colm O’Brien, currently Head of Index Equity will be taking on the newly created role of Head of Index, EMEA, 

overseeing both index equity and index fixed income teams, reporting to Chad Rakvin. As a result, Sebastian 

Faucher, Head of Index Fixed Income has left the firm with his role being absorbed by Colm’s new position.  

Deloitte View – We do not see these structural changes to the team having a negative impact on the business 

or funds, given the portfolio management teams for index equity and index fixed income remain intact, 

however we will continue to closely monitor any further developments. We continue to rate Legal & General 

positively for its passive capabilities. 

4.3 Ruffer 

Business 

Total assets under management were £20.0bn as at 30 September 2016, up from £18.5bn at the end of Q2. 

This was more as a result of performance than significant cashflows from new or existing clients. 

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. 

4.4 Insight 

Personnel 

There were a number of new joiners announced over the quarter: 

 Kevin McLaughlin joined the New York office in August as Head of Liability and Risk Management for North 

America, reporting to Andrew Giles.  

 Teo Lasarte, Tim Doherty and Rachel Plevinksy joined as Credit Analysts in the Fixed Income Group. 

 Jonathan Lake joined as a fixed income dealer. 

 Alan Connery joined the Specialist Equities Team as a Senior Portfolio Manager. 

 Sunny Romo joined as a Client Service Specialist working directly alongside client directors. 

There were two leavers over the quarter: 

 A Dealer from the fixed income group. 

 A Senior Portfolio Manager from the Specialist Equities Team. 

 

Deloitte view – We continue to rate Insight positively for its Fixed Income capabilities and continue to monitor 

how growth is being managed across the business.  

4.5 Partners Group  

Multi Asset Credit 

The net asset value of the MAC Fund was £270.8m as at 30 September 2016. 

The successor program, the Multi-Asset Credit 2015 Fund, held its final close in April with c. £303m committed. 

Partners Group launched the Multi-Asset Credit 2016 Fund in July 2016 and is currently £240m in size. The 

Fund has a number of investors at various stages of due diligence and the target Fund size will be £300-500m. 

Partners Group has seen a high level of demand for the MAC 2016 Fund and may bring its final close forward 

from the second quarter to January 2017. Partners Group also confirmed that there will be a Multi-Asset Credit 

2017 Fund launched mid-2017. 

Direct Infrastructure 

As at 30 September 2016, total capital called into the Fund (EUR SICAV) was €35.7m, with €164.3m of 

commitments remaining. As at 30 September 18% of the Pension Fund’s commitment was invested. 

Post quarter end, Partners Group announced the fourth closing of the Fund on 21 October 2016 with total 

commitments of €331.3m. 
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Personnel 

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

during the third quarter of 2016. 

 

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

4.6 Oak Hill Advisors – Diversified Credit Strategy (DCS) 

Business 

The total capital which Oak Hill Advisors (“OHA”) manages was approximately $29.2bn as at 30 September 

2016, similar to the previous quarter. Total assets under management in the DCS Fund was $3.9bn as at 30 

September 2016, with $2.7bn in the pooled vehicle. 

On 1 October 2016, post quarter-end, an additional $500m was received taking assets under management to 

$29.7bn.  

Personnel 

There were no other significant personnel changes over the third quarter.  

Deloitte view – With the performance now ahead of where it was expected to be, we are comfortable with 

how the strategy is being managed and the level of risk within the strategy.  

4.7 M&G – Inflation Opportunities Fund 

Business 

The Inflation Opportunities Fund V is now fully drawn-down and no further clients are waiting to come into the 

fund. Now almost 2 years into the investment period, the Fund largely consists of Long Lease (c. 27%), Income 

Strips (c. 14%) and index-linked gilts (c. 55%). The total assets under management in the Fund were c. £519m 

as at 30 September 2016. 

As highlighted last quarter, M&G has expressed difficulties with asset sourcing as a result of the movements of 

real yields over the past 18 months. Conversations with clients are still ongoing as to how the fund should 

continue and we will circulate any developments, along with our views, as they are confirmed.  

Personnel 

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

Deloitte view –We are satisfied that the interests of the clients are being taken into account and have 

requested to be kept informed as the business discusses the most appropriate steps forward for the Fund.  

4.8 Standard Life – Long Lease Property 

Business 

The Fund’s assets under management increased slightly to £1.70bn over the third quarter, largely as a 

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

Personnel 

Ted Roy, a portfolio manager providing support to Richard Marshall on the Long Lease Property Fund, relocated 

to SLI’s Singapore office. Les Ross, who has worked in the Real Estate team for a number of years, will act as 

Ted’s replacement.  

Deloitte View – Following the UK’s decision to leave the EU, several property funds implemented liquidity 

restrictions – the Long Lease Property Fund was not affected by any such liquidity restrictions.  

Whilst the wider property market delivered a negative return over the quarter, we remain positive on long lease 

property given the long-term, inflation-linked nature of the contractual cashflows which arise from this type of 

investment.  
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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%). 

5.1 UK Equity – Investment Performance to 30 September 2016 

 

Source: Northern Trust 

(1) Estimated by Deloitte 

 

 
 

The Fund returned 7.9% over the quarter against a benchmark return of 7.7%, which takes the annual 

performance to 12.4% versus the 16.6% benchmark. Over the three year period, the fund is ahead of the 

benchmark, but behind the stated outperformance target of 2.0% p.a. by 0.8% p.a. 

The top performer over the quarter was Anglo American, with Majedie remaining positive on the outlook for the 

mining sector. Other positive performance came from the Fund’s holdings in HSBC and Barclays, with Majedie 

confident in the structural changes the banks have and are undertaking. Furthermore, although banking fines 

for various misdemeanours are still to be finalised, Majedie does not believe these will have a significant impact 

on these holdings. The biggest detractor to performance over the quarter was Orange, which had performed 

well over the year but suffered from uncertainty in the EU.  
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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 8.0 12.8 7.6 8.1 14.2 

Net of fees(1) 7.9 12.4 7.2 7.7 13.8 

Benchmark 7.7 16.6 6.8 6.5 11.0 

Target 8.2 18.6 8.8 8.5 13.0 

Net performance relative to 

Benchmark 

0.2 -4.2 0.5 1.2 2.8 
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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. 

6.1 Global Equity – Investment Performance to 30 September 2016 

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 once invested on the London CIV. The benchmark is assumed to 

remain constant in the meantime. 

 

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

(1) Estimated by Deloitte 

(2) The Emerging Market allocation is currently held in the Sterling Liquidity Fund 

 

The UK Equity Fund and the Sterling Liquidity Fund have performed in line with their respective benchmarks 

over the quarter. The Global Equity Fund has slightly underperformed its benchmark by 0.1% this quarter. 

Following the quarter end, LGIM restructured the mandate, consolidating the three existing funds into the FTSE 

All World Fund. The underlying exposure of the mandate has remained unchanged (as the three funds were 

designed to be held in proportion to match the FTSE All World Fund). As part of this restructure, the Fund has 

now allocated the Emerging Market exposure, and is no longer holding a ‘cash-proxy’. 

 

 

 

 

 

 

 Valuation 30 Jun 

2016 (£m) 

Valuation 30 

Sep 2016 (£m) 

Actual 

Allocation (%) 

Benchmark 

Allocation (%)(2) 

UK Equity Index 16.0 17.2 6.6 7.2 

World (ex UK) Dev 

Equity Index 
209.7 227.0 86.5 84.3 

Sterling Liquidity Fund(1) 18.2 18.3 7.0 8.5 

Total 243.9 262.5 100.0 100.0 

 Quarter Performance (%) 

 

UK Equity 

Fund 

Global Equity Fund Sterling Liquidity 

Fund(2) 

LGIM – Gross of fees 7.8 8.3 0.1 

Net of fees(1) 7.8 8.2 0.1 

Benchmark 7.8 8.3 0.1 

Net Performance relative to Benchmark 0.0 -0.1 0.0 
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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. 

7.1 Dynamic Asset Allocation – Investment Performance to 30 September 2016 

 

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

(1) Estimated by Deloitte 

 

 

Ruffer outperformed its target over the third quarter by 5.5% net of fees. This takes the 12 month and three 

year relative performance to 7.3% and 1.9% p.a. respectively.  

A key contributor to performance has been Ruffer’s holdings in index-linked gilts over both the last quarter and 

year. Yields fell globally, especially in the UK following the result of the EU Referendum and , with the 

depreciation in sterling, inflation expectations started to rise. Strong equity performance, particularly Japanese 

equity, also contributed as the Bank of Japan made its negative real yield target explicit, causing markets to 

rebound somewhat. Gold and gold mining equities also continue to perform strongly with as demand for ‘safe 

haven’ assets increased. 

A detractor of performance in Q3 was option protection, as protection from the rising bond yields proved 

unnecessary. 
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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 6.8 12.8 9.0 7.3 7.9 

Net of fees(1) 6.6 11.9 8.1 6.4 7.1 

Benchmark / Target 1.1 4.6 4.6 4.6 4.6 

Net performance relative to 

Benchmark 

5.5 7.3 3.6 1.9 2.4 
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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. 

8.1 Absolute Return – Investment Performance to 30 September 2016 

 

 

 

 

 

 

 

 

 

 

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

(1) Estimated by Deloitte 

 

 

Insight matched its target over the quarter to 30 September 2016, returning 0.6% net of fees. For the year to 

30 September 2016, the fund underperformed its target by 1.2% net of fees.  

Investment grade credit and Asset Backed Securities were the largest positive contributor as spreads tightened 

over the quarter. The Fund’s duration position contributed positively, largely driven by tactical trades between 

long 30yr US and short UK 10yr and 5yr Germany.  
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Insight - Bonds Plus

Quarterly Excess Return

 Last Quarter 

(%) 

One Year 

(%) 

Insight - Gross of fees 0.8 1.9 

Net of fees(1) 0.6 1.4 

Benchmark / Target 0.6 2.5 

Net performance relative to Benchmark 0.0 -1.2 
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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. 

9.1 Multi Asset Credit - Investment Performance to 30 September 2016 

 

 

 

 

 

 

 

 

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

 

The Fund outperformed its benchmark by 1.5% over the quarter, net of fees, returning 2.6% in absolute terms.  

Over the longer 12 months period to 30 September 2016, the Fund returned 6.1%, net of fees, outperforming 

the benchmark by 1.5%. 

 

9.2 Asset Allocation 

The charts below show that the majority of the Fund is invested in senior secured debt. 

 

 

Note: Based on information provided by Partners Group. 

 

  

 Last Quarter 

(%) 

One Year 

(%) 

Partners Group MAC - Gross of fees 2.8 7.0 

Net of fees(1) 2.6 6.1 

Benchmark / Target 1.1 4.6 

Net performance relative to Benchmark 1.5 1.5 
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The table below shows details of the Fund’s five largest holdings based on net asset value as at 30 September 

2016. 

 

Note: Information provided by Partners Group. Current IRR is net of cost and fees of the investment partner but gross of Partners Group fees. 

For investments with a holding period less than 12 months, the IRR is not annualised.  

 

9.3 Fund Activity 

 The Fund remains broadly stable with little activity as Partners Group has invested all of the Fund’s 

commitments. The Fund is still in its 2 year reinvestment period which means Partners Group may replace 

assets and make new investments if it finds more attractive opportunities or if an existing asset is 

refinanced or repaid early. Partners Group may also selectively top-up investments to keep the Fund close 

to 100% invested. 

 

 Five of the Fund’s investments were realised during the third quarter of 2016. An example of which was the 

debt financing provided to Amplify Snack Brands which was repaid early as the company refinanced its 

capital structure. The overall return on this investment was 6.3%. Another example was the Fund’s senior 

debt investment in Nob Hill Square, a retail shopping centre in Hong Kong, which was repaid early when the 

centre was sold. Prior to its realisation this was the Fund’s largest investment by commitment size and the 

investment delivered a return of 8.9%. 

 

 The Fund made two new investments during the quarter. The first was a junior debt investment in LogiCor, 

an Italian logistics company. The company manages over 600 warehouses in Europe which are let to big 

brand tenants. The loan is to finance the purchase of 11 more assets and the return will be driven by the 

rental income on these units. The second was a senior debt investment in foster care services provider 

National Fostering Agency to support the company’s acquisition of Acorn Care and Education, a UK based 

foster care and education provider. The Fund had an existing investment in Acorn Care and Education which 

was subsequently realised to deliver a return of 8.9%.  

 

 The Fund is on track to continue to distribute c. 5.0% of the Fund’s initial investment per year in semi-

annual distributions. Partners Group will be reinvesting a proportion of the income received on the portfolio 

until 30 June 2017, after which Partners Group anticipates the level of distributions to the Scheme to 

increase as capital will start to be returned to investors. 

 

 Partners Group is monitoring UK companies which import goods to sell in the UK following the depreciation 

of sterling, but the impact of the UK’s vote to leave the EU has been limited on the wider portfolio. Partners 

Group believes that Brexit could create investment opportunities in the secondary market should overseas 

investors be looking to reduce their exposure to the UK. 

Investment Description 
Type of 

Debt 
Tranche 

Maturity  

Date 

Current 

IRR 

(%) 

NAV 

(£m) 

% of 

NAV 

Advanced 

Computer 

Software 

UK software developer. Corporate First lien 20 Mar 

2022 

8.0 14.0 5.6% 

AS Adventure Large European 

specialist multi-brand 

outdoor retail group. 

Corporate First lien 28 Apr 

2022 

5.4 13.8 5.5% 

Cote Bistro UK restaurant chain 

offering value for 

money French cuisine. 

Corporate First Lien 14 Jul 

2022 

5.5 12.5 5.0% 

Motor Fuel Group Independent fuel 

stations operator in the 

UK. 

Corporate First Lien 30 Sep 

2022 

7.2 12.5 5.0% 

Alpha German 

Property Income 

Trust 

Germany property Real 

estate 

Mezzanine 31 Mar 

2020 

13.0 12.0 4.8% 
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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. 

10.1 Diversified Credit Strategies - Investment Performance to 30 September 2016 

 

 

 

 

 

 

 

 

 

 

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

 

 

Over the quarter the Diversified Credit Strategies Fund delivered 4.4% net of fees, outperforming its target by 

3.3%. By asset class, the strong performance can be attributed primarily to the Fund’s holdings in high yield 

bonds and structured products. At the industry level, the largest contributors were Structured Finance and High 

Tech Securities. Over the year, the Fund’s holdings in Oil and Gas have also contributed positively, although the 

fund has significantly less exposure to this sector than the high yield benchmark.   

Over the longer 12 months period to 30 September 2016, the Fund returned 7.9% net of fees, outperforming 

its target by 3.4% for the year. 

Oak Hill Advisors continues to maintain its quality bias, with almost 44% of the strategy in secured credit and 

approximately one third rated BB- and above. The Fund continues to hold a large cash allocation of 9%, down 

from 13% last quarter, as it looks to take advantage of new opportunities and continues to have an increased 

focus on stressed / distressed issuers. 
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OHA - Diversified Credit Strategies

Quarterly Excess Return

 Last Quarter 

(%) 

One Year 

(%) 

OHA – Gross of fees 4.6 8.6 

Net of fees(1) 4.4 7.9 

Target 1.1 4.6 

Net Performance relative to Benchmark 3.3 3.4 
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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. 

11.1 Direct Infrastructure - Investment Performance to 30 September 2016 

 

As at 30 September 2016 the Partners Group Direct Infrastructure 2015 Fund was still in its fund raising and 

initial investment phase.  

Partners Group made three new investments over the third quarter – Axia NetMedia (“Axia”), Merkur Offshore 

and Green Island Renewable Solar Platform. Further details of these three assets are set out below. 

Partners Group continues to see attractive assets throughout Asia, North America and Europe and is at the 

early stages of working through a number of additional greenfield and brownfield opportunities.  

The impact of the UK’s decision to leave the EU has been very limited on the Fund’s assets as the Fund has no 

investments in the UK and the existing investments are long term and on agreed terms. The valuations of 

infrastructure assets in the UK monitored by Partners Group were resilient and, to date, Brexit has not opened 

up opportunities to invest.  

Axia NetMedie (“Axia”) 

Axia, a publicly listed entity, designs, installs and operates “open access” fibre-based internet and data 

networks across North America and France, specialising in bringing fast broadband to rural and semi-rural 

areas. Partners Group’s financing is expected to help Axia expand its existing networks in Canada and France, 

as well as to pursue further network development opportunities into new markets worldwide. 

Following the quarter end, Partners Group deployed capital to Axia so that the company could acquire Tutor 

Group, a fibre network owner and operator based in France. The transaction is a joint venture of which Axia is 

expected to own 50%, with the deal expected to close in November.  

Merkur Offshore 

Merkur Offshore is an offshore wind farm located in the German North Sea and Partners Group provided equity 

finance to acquire 50% of the project. The project is government backed and a national electricity provider has 

granted an unconditional grid connection to the site. The investment benefits from stable cash flows as the 

project is entitled to a long-term feed-in tariff. 

Green Island Renewable Solar Platform 

Green Island Renewable Solar Platform is a solar power platform in Taiwan and PG’s investment will fund the 

development of solar power plants across Taiwan over the next three years. This project benefits from strong 

support from the newly elected Government in Taiwan at a time when there is an increased focus on the use of 

solar energy in the country. The investment is expected to benefit from stable cashflows as it will be supported 

by a 20 year agreement with a state owned utility company. 
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11.2 Investments Held 

The table below shows a list of the investments held by the Partners Group Direct Infrastructure Fund as at 30 

September 2016. 

 

 

 

 

 

 

Investment Description Type  Sector Country 
Commitment 

Date 

Fermaca 
Gas infrastructure operator 

based in Mexico. 
Lead Energy Mexico July 2015 

Japan Solar General 

Partner 
Solar platform based in Japan 

Joint-

lead 
Solar Power Japan July 2015 

Silicon Ranch Solar platform based in US Lead Solar Power USA April 2016 

Axia NetMedie 

Internet and data network 

provider based in Canada and 

France 

Lead Communication 
Canada & 

France 
July 2016 

Merkur Offshore Wind farm based in German 

North Sea. 

Lead Wind Power Germany August 2016 

Green Island 

Renewable Solar 

Platform 

Solar power platform in 

Taiwan. 
Lead Solar Power Taiwan 

September 

2016 
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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 

12.1 M&G Inflation Opportunities - Investment Performance to 30 September 2016 

 

 

 

 

 

 

 

 

 

 

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

 

 

 

Over the third quarter of 2016 the Fund returned 8.2% net of fees, outperforming the target by 6.9%. Over the 

longer 12 month period to 30 September 2016, the Fund delivered 18.3% net of fees, outperforming its target 

by 13.7%. 

While it is not the long term asset allocation of the mandate, the Fund benefited from the large allocation to 

index-linked gilts. Discussions are currently ongoing within M&G with regards to the future direction of the Fund 

and we will circulate any developments, along with our views, as more concrete information emerges. 

At of 30 September 2016, the Fund comprised c. 55% index-linked gilts, c. 27% long lease property and c. 

14% income strips (when fully drawn down) and a small cash allocation. The allocations to long lease property 

and income strips (once fully drawn down) are now in line with the target allocation.   
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M&G Inflation Opportunities

Quarterly Excess Return

 Last Quarter 

(%) 

One Year 

(%) 

M&G Inflation Opportunities – Gross of fees 8.3 18.7 

Net of fees(1) 8.2 18.3 

Target 1.3 4.6 

Net Performance relative to Benchmark 6.9 13.7 
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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. 

13.1 Long Lease Property - Investment Performance to 30 September 2016 

 

 

 

 

 

 

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

 

The SLI Long Lease Property Fund returned 0.6% net of fees over the third quarter of 2016, underperforming 

the benchmark of the FTSE Gilt All Stocks Index + 2% by 2.1% net of fees, however the Fund outperformed 

the wider property market, which fell over the quarter returning -2.3%  

13.2 Portfolio Holdings 

 

The sector allocation in the Long Lease Property Fund as at 30 September 2016 is shown in the graph below. 

 

The Fund remains underweight the office sector (21.0% compared to 30.3%) and remains underweight the 

industrial sector (13.9% compared to 18.9%) at the end of the third quarter of 2016. The Fund is also 

underweight the retail sector (33.5% compared to 40.9%). 

 Last Quarter 

(%) 

One Year 

(%) 

SLI Long Lease Property – Gross of fees 0.8 4.8 

Net of fees(1) 0.6 4.3 

Target 2.8 14.7 

Net Performance relative to Benchmark -2.1 -10.4 
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The Fund continues to be significantly overweight the “Other” sector (30.2% compared to 9.9%) as a result of 

its holdings in a range of car parks, student accommodation, hotels, medical centres and law courts, as well as 

its indirect holding in the Standard Life Investments Commercial Ground Rent Fund. 

The table below shows details of the top ten tenants in the Fund measured by percentage of net rental income: 

Tenant Total Rent £m p.a. % Net Income 

Tesco 7.89 10.4 

Whitbread 5.06 6.7 

Sainsbury’s 4.90 6.4 

ASDA 4.42 5.8 

Salford University 3.69 4.9 

Marston’s 3.64 4.8 

Poundland 3.60 4.7 

Save The Children 3.58 4.7 

Glasgow City Council 3.10 4.1 

Travis Perkins Group 2.99 3.9 

Total 42.87 56.3* 

 

 

The top 10 tenants contribute 56.3% of the total net income into the Fund. Supermarkets continue to dominate 

with Tesco, Sainsbury’s and Asda contributing 22.6% to the Fund’s total net rental income.  

The Fund’s average unexpired lease term reduced slightly over the quarter from 25.9 years to 25.6 years. 

13.3 Sales and Purchases 

There were no acquisitions or disposals over this quarter. 

 

 

 

 

 

 

 

*Total may not equal sum of values due to rounding 
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Appendix 1 – Fund and Manager 

Benchmarks 

The tables in this Appendix detail 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. 
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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. 

 

© 2016 Deloitte Total Reward and Benefits Limited. All rights reserved. 

 

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. 


