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Report for Non Key Decision

1. Describe the issue under consideration

1.1 This report considers the Pension Fund’s current asset allocation
and recommends movements towards the agreed strategic

benchmark.

2. Cabinet Member Introduction

2.1 Not applicable.

3. Recommendations

3.1 That the asset allocation moves set out in the Advice Table on page
5 of Appendix 1 are implemented.

4. Other options considered

4.1 None.
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5. Background information

5.1

At the time of agreeing the new investment strategy for the Pension
Fund, the Committee agreed the assets would be transferred to the
new fund managers in their existing allocations and that asset
allocation advice would be taken from the investment advisers, Aon
Hewitt to move to the agreed strategy on a gradual basis taking into
consideration conditions in the market.

6. Comments of the Chief Financial Officer and financial implications

6.1

The strategic asset allocation was agreed after much debate and
this report recommends a clear way forward to move the Fund to
this by the end of the calendar year. Making an early move
completely out of corporate bonds and up to the full allocation in
emerging markets should be beneficial to the performance of the
Fund.

7. Head of Legal Services and Legal Implications

7.1

7.2

The Council as administering authority for the Pension Fund has the
power to invest fund monies as set out in Local Government
Pension Scheme (Management and Investment Funds) Regulations
2009. \

Al investments must comply with the Council’s published
investment policy and the asset allocation must be in accordance
with the investment strategy adopted on 12 April 2011.

8. Equalities and Community Cohesion Comments

8.1

Not applicable.

9. Head of Procurement Comments

9.1

Not applicable.

10. Policy Implications

10.1 None.

11. Use of Appendices

11.1 Appendix 1: Aon Hewitt — Asset Allocation Process
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12. Local Government (Access to Information) Act 1985

12.1

Not applicable.

13. Asset Allocation

13.1

The Pensions working group met with Aon Hewitt to discuss the
way forward for the movement of the Fund’s assets to the strategic
benchmark. The working group, with the support of officers and the
Independent Adviser, proposed that a timescale be set for the
completion of the move to the strategic benchmark. It is proposed
the moves be completed by the end of December 2013, with a
default position of moving 25% of the assets each quarter. The
decisions to be considered by the Committee on a quarterly basis
would then be whether to speed up or slow down the moves to
reflect what is happening in the market at the time.

13.2 Aon Hewitt have prepared a report setting out their advice in light of

13.3
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this and this is attached at Appendix 1. This shows that overall the
Pension Fund’s allocation to equities is currently broadly in line with
the benchmark. However within the regional areas, the UK is
overweight and North America and Emerging Markets are
underweight. The property allocation is also underweight, but this is
a long term asset class which cannot be added to quickly.
Property, along with other alternative asset classes, are currently
being considered by the working group. Recommendations will be
brought to the Committee once the review is complete.

Aon Hewitt have recommended that the planned moves take place
for all asset classes except Corporate Bonds and Emerging Market
equities. Corporate Bonds do not form part of the benchmark and
so the current holding is a legacy from the previous strategy. Given
the good performance seen during 2012 is unlikely to continue in
2013, Aon Hewitt advise selling all the Corporate Bonds. Emerging
market equities are expected to perform well going forward and so
it is recommended that the Fund moves straight to the benchmark
position. These recommendations have been discussed with Aon
Hewitt and are supported by officers and the Independent Adviser.
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