	Pension Fund Committee

Date: 28 September 2011
Agenda item 5


INFORMATION BULLETIN

The following topics have been identified as being of interest to the Committee. Councillors wanting further information on any of the items in this Bulletin are advised to contact Peter Edwards, Corporate Finance Manager by telephone on 01473 264337, or via email peter.edwards@suffolk.gov.uk . 

INVESTMENT Performance Report for the Quarter ended          30 JUNE 2011
1. This report provides a summary of the investment performance for the County Council Pension Fund in the quarter ended 30th June 2011. The overall investment return of the fund was positive, 1.1% in the quarter, and the total size of the fund at June was £1,546.9 million (compared with £1,523.9 million at March 2011). 
2. The longer term investment return of the fund over 12 months is positive, 16.7%. The fund’s absolute return over five years, 4.0% per year is also positive. 
3. The report sets out the relative performance of each of the fund’s investment managers compared with their benchmark indices in the quarter to June 2011, the past 12 months and over the past five years.  In the quarter the fund outperformed by 0.1% compared with its benchmark index. 
4. Over the last 12 months, the fund as a whole has underperformed by -0.6% relative to its benchmark index. 
5. Over the past five years, the fund has underperformed relative to its benchmark by -0.8% per year. 

Asset Allocation

6. The Pension Fund’s statement of investment principles sets out its overall investment strategy in terms of the shares of the fund that should be allocated to the various investment asset classes (equities, bonds, property etc.)  as shown below:
	Asset Class
	Benchmark

Allocation

	
	%
	%

	UK Equities
	
	26

	Overseas equities:
	
	

	North America
	19
	

	Europe (excluding UK)
	9
	

	Japan
	4
	

	Pacific basin
	2
	

	Emerging Markets
	5
	

	Total overseas equities
	
	39

	Total equities
	
	65

	Private equity
	5
	

	Property
	12
	

	Total Alternatives
	
	17

	UK Government Bonds
	4
	

	UK Corporate Bonds
	10
	

	UK Index-linked Gilts
	4
	

	Total Bonds
	
	18

	Total
	
	100


7. The shares of the Pension Fund allocated to the County Council’s current investment managers are shown below. 
	FUND MANAGER STRUCTURE

	Manager
	Asset class
	Asset Target Allocation

	
	
	%

	Aberdeen
	Bonds
	6.0

	AllianceBernstein
	UK equities
	14.0

	BlackRock Investment Management
	UK equities
	6.6

	JP Morgan Asset Management
	Global equities
	13.2

	Legal & General 
	Equities, bonds & currency 
	28.8

	Millennium Global Investments
	Currency
	3.2

	Newton Investment Management
	Global equities
	13.2

	Pantheon 
	Private equity
	2.0

	Schroders
	Property
	10.0

	Wilshire 
	Private equity
	3.0

	Total
	
	100.0


8. The shares of the fund allocated by asset class and by manager are monitored regularly and re-balanced by the allocation of new money to the appropriate managers. Appendix 4 (Charts 1 to 4) shows the asset and manager allocations relative to these benchmarks at June 2011. These are broadly in line with the benchmarks, the slight variations can be attributed to the recent volatility within the markets.
Financial Position of Pension Fund at June 2011
9. The payments, receipts and valuations of the Suffolk Pension Fund for the quarter ended June 2011 are summarised in Appendix 1. The valuation of the Pension Fund at 30th June 2011 was £1,546.9 million (£1,523.9 million at March 2011). 
10. The top 20 holdings by the Pension Fund are set out in Appendix 2. These holdings in total are worth £712.0 million and represents 46% of the Pension Fund at the end of June 2011. Most of the top 20 holdings are index-tracking funds held by Legal and General or pooled funds managed by the fund’s active property, bonds and currency managers (Schroders, Aberdeen Asset Management and Millennium). The largest segregated investments held for the fund are in Royal Dutch Shell, Rio Tinto, Vodafone, BP, HSBC, GlaxoSmithKline, British American Tobacco and AstraZeneca, each are about 1% of the fund.
Market Report

11. Market movements for the major equity markets are set out in Appendix 3.

Fund Investment Performance

12. The Pension Fund’s overall investment return has decreased slightly in absolute terms to 1.1% in the quarter to June 2011 from 1.3% in the quarter to March 2011.  The longer term performance of the fund as a whole over 12 months is positive at 16.7% for the year to June 2011. Over five years the overall investment return is 4.0% per year.

13. The Pension Fund’s overall return in the quarter ended June was 1.1% an over-performance of 0.1% compared to the fund’s overall benchmark.  Fluctuations in performance on a quarterly basis can be expected by active managers, and the review of managers should focus on their longer term under or over-performance. The details of each managers’ absolute and relative performance compared with their benchmark in the quarter is shown in Appendix 4 (Charts 5 and 6). 

14. The return of the fund as a whole of 16.7% over the 12 months to June 2011 represents an under performance of -0.6% relative to the fund’s benchmark on a gross of fees basis. 

15. The Pension Fund’s total return over five years of 4.0% per year is around ‑0.8% per year worse than the fund’s benchmark over the period.
Investment Managers’ Performance

16. The investment returns produced by the fund’s managers can be highly volatile in a single quarter and the managers’ performance targets are to produce out performance relative to their relevant market indices over a rolling three year period. The performance targets of each of the fund’s active managers are shown below. 
	Manager
	Performance objective against benchmark

	Aberdeen Asset Management (*)
	+0.75%

	AllianceBernstein (*)
	+1.5%

	BlackRock Investment Management (#)
	+2.0%

	JP Morgan Asset Management (#)
	+3.0%

	Newton Investment Management (#)
	+2.5%

	Schroders (*)
	+0.75%


Note: (*) Performance objective is net of management fees.    (#) Performance objective is gross of management fees.

17. The fund managers’ performance relative to their benchmarks is reported on a gross of fees basis over the past 3 and 12 months and over the past five years in Appendix 4 (Charts 6, 8 & 10). The relative performance of the fund’s investment managers compared with their benchmark indices is summarised below.
	
	
	Relative performance

	Return in Quarter to June 2011
	Manager
	12 months to          June 2011
	5 years (p.a.)

	%
	
	%
	%

	-0.3
	Aberdeen
	0.5
	0.4

	0.0
	AllianceBernstein
	-0.4
	-5.0

	-1.0
	BlackRock Investment Management
	1.4
	n/a

	0.7
	JP Morgan Asset Management
	4.4
	n/a

	0.0
	Legal & General (1)
	-0.1
	0.1

	-2.4
	Millennium (2)
	-0.4
	n/a

	0.2
	Newton Investment Management
	-2.7
	n/a

	0.0
	Schroders 
	-0.8
	0.4

	3.9
	Private Equity (3)
	-11.7
	-0.2

	0.1
	Total fund
	-0.6
	-0.8


Note (1): Legal & General has an index-tracking mandate, whose objective is to perform in line with the benchmark index, and any under or over performance on the mandate relates to technical factors rather than manager performance. 

Note (2): Millennium’s reported performance represents the combined performance of the manager’s Millennium Global fund and the equitisation programme run by Man Financials. These figures are not directly comparable with those reported to the Committee by Hymans Robertson, which relate only to the performance of the Millennium Global fund.

Note (3): The reported relative performance of the private equity managers should be treated with caution, because their performance is compared with public equity indices, which tend to be much more volatile over shorter periods. Typically private equity performance should be judged over longer-term timescales, and based on the cash returned to investors from the disposal of investments.

	 Sources of further information

Quarterly Performance Report to June 2011 – State Street Investment Analytics (WM performance service) 


APPENDIX 1

Pension Fund Receipts & Payments 2011/12
	 

 
	2010/11
	2011/12

	 
	31-Mar
	30-Jun
	30-Sep
	31-Dec
	31-Mar
	

	 
	£'m   
	£'m   
	£'m
	£’m
	£’m
	 

	TOTAL Income
	26.172
	8.839
	
	
	
	 

	TOTAL Expenditure
	52.621
	20.207
	
	
	
	

	NET INCOME
	-26.449
	-11.368
	
	
	
	

	  
	
	
	
	
	
	

	Cash at start of Quarter
	10.360
	8.179
	
	
	
	

	Plus new cash
	-26.449
	-11.368
	
	
	
	

	Cash Accruals Movement in period
	15.282
	10.703
	
	
	
	

	Returned cash from Investments
	17.928
	6.042
	
	
	
	

	Less cash invested
	-8.942
	-11.857
	
	
	
	

	Cash in Hand
	8.179
	1.699
	
	
	
	

	 
	 
	
	
	
	
	 

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	 
	2010/11
	2010/11

	
	31-Mar
	30-Jun
	30-Sep
	31-Dec
	31-Mar
	 

	 Portfolio Valuations
	£'m
	£'m
	£'m
	£'m
	£'m
	 

	Legal & General
	429.485
	430.285
	
	
	
	27.9%

	AllianceBernstein
	167.250
	174.276
	
	
	
	11.3%

	Aberdeen 
	99.994
	102.337
	
	
	
	6.6%

	Schroders
	142.065
	150.716
	
	
	
	9.7%

	BlackRock
	142.321
	144.265
	
	
	
	9.3%

	Newton 
	214.146
	215.213
	
	
	
	13.9%

	JP Morgan
	213.077
	216.007
	
	
	
	14.0%

	Millennium 
	37.016
	34.078
	
	
	
	2.2%

	Man Financials
	2.926
	3.846
	
	
	
	0.2%

	Pantheon
	25.317
	26.521
	
	
	
	1.7%

	Wilshire
	34.877
	35.167
	
	
	
	2.3%

	CRIL
	0.118
	0.118
	
	
	
	0.0%

	Cash held By Managers
	6.799
	12.390
	
	
	
	0.8%

	Pension Fund Cash
	8.179
	1.699
	
	
	
	0.1%

	Year End Accruals
	0.287
	
	
	
	
	0.0%

	TOTAL
	1,523.855
	1546.917  
	
	
	
	100.0%


 APPENDIX 2

Top 20 Holdings: June 2011
	 
	Name
	Value
	% of Fund

	 
	
	£’m
	

	1
	L&G Investment Grade Corporate Bond
	93.835
	5.94%

	2
	L&G North American Index Hedged
	86.618
	5.49%

	3
	L&G European Equity Index Hedged
	76.587
	4.85%

	4
	Aberdeen Sterling Credit Fund
	71.807
	4.55%

	5
	L&G Over 5 years Indexed Linked Gilts
	65.573
	4.15%

	6
	L&G Global Emerging Markets
	34.769
	2.20%

	7
	L&G Asia Pacific Index Hedged
	31.128
	1.97%

	8
	Millennium Active Currency
	30.251
	1.92%

	9
	L&G Over 15 years Gilts Index
	30.191
	1.91%

	10
	Royal Dutch Shell PLC
	23.350
	1.48%

	11
	L&G Japan Equity Index Hedged
	21.943
	1.39%

	12
	Rio Tinto Plc
	19.907
	1.26%

	13
	Vodafone Group Plc
	19.669
	1.25%

	14
	BP Plc
	16.699
	1.06%

	15
	HSBC Holdings Plc
	16.323
	1.03%

	16
	Schroder Exempt Property Unit
	15.456
	0.98%

	17
	Glaxosmithkline Plc
	15.083
	0.96%

	18
	British American Tobacco Plc
	15.053
	0.95%

	19
	AstraZeneca Plc
	14.033
	0.89%

	20
	Standard Life 
	13.765
	0.68%
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APPENDIX 3
MARKET REPORT
FTSE-100 Index
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	Index Value 30/06/2011
	Index Value
31/03/2011
	52-week high
	52-week low

	5,946
	5,909
	6,106
	4,790


Dow Jones Industrial Average (US)
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	Index Value 30/06/11
	Index Value
31/03/11
	52-week high
	52-week low

	12,414
	12,320
	12,929
	10,376


Dax Index (Germany)
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	Index Value 31/03/11
	Index Value 31/12/10
	52-week high
	52-week low

	7,376
	7,041
	7,600
	5,809


Nikkei-225 Index (Japan)
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	Index Value 30/06/2011
	Index Value 31/03/2011
	52-week high
	52-week low

	9,816
	9,755
	10,892
	8,228


EXCHANGE RATES

Sterling v Dollar
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Sterling v Euro
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Sterling v Yen
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APPENDIX 4

SUFFOLK COUNTY COUNCIL PENSION FUND
PORTFOLIO VALUATION 30th JUNE 2011
CHART 1 – Asset allocation by asset class 
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CHART 2 – Variance of asset allocation from benchmark by asset class
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Note: The allocations to the currency manager has been equitised to the relevant index (the FTSE 100) in order to keep the fund’s overall equity allocation to this market in line with the agreed asset allocation for the fund. However for the purpose of monitoring the fund’s asset allocation, the currency mandate is treated as a separate asset class.
SUFFOLK COUNTY COUNCIL PENSION FUND
PORTFOLIO VALUATION 30th JUNE 2011
CHART 3 – Asset allocation by manager
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CHART 4 – Variance by manager from asset allocation benchmark
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SUFFOLK COUNTY COUNCIL PENSION FUND
MANAGER PERFORMANCE

CHART 5: Investment return for the quarter to 30th June 2011
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CHART 6: Performance relative to the benchmark for the quarter to 30th June 2011
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Note: Relative performance results are shown for the private equity managers, but their performance compared with listed equity markets over short periods should be treated with caution, since long-term performance is more significant for private equity.

SUFFOLK COUNTY COUNCIL PENSION FUND
MANAGER PERFORMANCE

CHART 7: Investment return for rolling year to 30th June 2011
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CHART 8: Performance relative to benchmark for rolling year to 30th June 2011
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Note: Relative performance results are shown for the private equity managers, but their performance compared with listed equity markets over short periods should be treated with caution, since long-term performance is more significant for private equity.

SUFFOLK COUNTY COUNCIL PENSION FUND NO. 1

MANAGER PERFORMANCE

CHART 9: Investment return for five years to 30th June 2011
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Note: Longer term performance information is not yet available for BlackRock, JP Morgan, Newton and the currency managers, Millennium because they do not have a full five year performance record.

CHART 10: Performance relative to benchmark for five years to 30th June 2011
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Note: Relative performance results are shown for the private equity managers, but their performance compared with listed equity markets over short periods should be treated with caution, since long-term performance is more significant for private equity.
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