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Section 1 – Local Authority Market Environment 

Section 2 – Fund Structure and Benchmarks 

Section 3 – Fund Performance Relative to Benchmark 

Section 4 – Fund Performance versus Local Authority Universe 

Appendix 

Agenda 

This document has been produced for general information only and solely for client use and it may not be copied, reproduced, distributed, published, transmitted, stored in a 

retrieval system or relied upon by any other person without WM's prior written consent. Except as and where expressly mandated, no representation is given in respect of the 

information in this document and the reporting sent herewith and no responsibility is accepted by State Street Corporation and its affiliates (including WM and the State Street 

Investment Analytics division) for any losses or actions or omissions taken by any party in reliance of the same and the results obtained from its use. All statistics quoted are 

sourced by the State Street Investment Analytics division unless otherwise stated. All rights reserved.  
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Section 1 

Local Authority Results to end March 2014 
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2013/2014 Returns (%) 
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Annual Returns (%)* 



6 

STATE STREET INVESTMENT ANALYTICS 

LIMITED ACCESS 

Annual Returns (%)* 
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Annual Returns (%)* 
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Local Authority Universe - Asset Class Performance* 

Alternatives returns well behind Equities 
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Longer Term Asset Allocation (%)* 

Recent growth 
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Long Term Risk and Return* 

’Normal’ profile 

Modest risk 

premium 

Normalising 
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Section 2 

Fund Structure and Benchmarks 
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Fund Structure & Benchmarks 

• The Fund Benchmark strategy drives the return in order to meet the Fund objective. 

• The Fund is relatively small but relatively complex. 

Benchmark Target

51%Total Equities

15% L&G FTSE All Share Index Match Index

4% Henderson Gartmore Fund FTSE Small Cap ex IC TR Index Plus 2% p.a. over rolling 3 years

24% L&G FTSE AW Dev World ex UK Match Index

8% Dimensional MSCI Emerging Markets NDR Plus 3% p.a. over rolling 3 years

15% Fixed Interest

15% Henderson Absolute Return 6% p.a.

8% Property

8% Aviva AREF/IPD UK Quarterly All Property Index

24% Alternatives

10% Private Equity Absolute return of 8% p.a.

6% Alinda Infrastructure Absolute return of 8% p.a.

8% Baillie Gifford DGF Bank of England Base Rate + 3.5% p.a.

2% Cash

Internal Bank of England Base Rate
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Fund Summary 

Fauchier closed. 

Fund Value

Value at Capital Value at %

Values (GBP)'000Mandate 29/03/2013 Transactions Gain / loss Income 31/03/2014 Fund

L & G Eq Glbl x UK 124,893 -171 11,195 0 135,917 23

CAP DYNAMICS Private Eq/Infra 82,420 4,372 5,517 148 92,308 16

L & G Eq UK 78,167 0 7,007 0 85,174 15

HENDERSON Bd GBP 82,898 2,018 -858 2,018 84,058 14

BAILLIE GIFF Structured 33,953 10,000 912 0 44,865 8

DIMENSIONAL Eq Emer Mkt 36,946 5,000 -4,005 0 37,941 6

AVIVA Prop Glbl 33,320 0 1,704 1,245 35,024 6

HEND/GART Eq UK 21,420 0 5,610 0 27,030 5

ALINDA Infra 16,651 5,208 -195 299 21,664 4

INT MGD PE Private Eq 6,685 12,743 70 0 19,498 3

HENDERSON Infra 925 0 404 0 1,329 0

FAUCHIER Absolute 27,247 -29,404 2,157 123 0 0

Total Fund 545,524 9,766 29,518 3,833 584,808 100
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Section 3 

Fund Performance Relative to Benchmark 
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Total Fund Performance Relative to Benchmark 

 

• In 2014 the Fund return of 6.1% was below the benchmark return of 7.2%. 

• Over the last decade years there have only been 2 years of above benchmark performance. 

• Active management has had a large negative impact e.g.  Alliance Bernstein. 

• Relative short term investments in some Alternatives e.g. Active Currency, GTAA, Hedge Funds has proved unfavourable. 

• The cost of change has impacted performance. 

 

3yrs 5yrs 10 yrs 20yrs

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 % pa % pa % pa % pa

Fund Returns

Fund 9.0 19.9 7.4 -7.0 -26.0 29.0 6.7 -0.2 12.8 6.1 6.1 10.5 4.7 6.0

Benchmark 9.9 22.7 6.6 -4.3 -21.0 29.8 6.9 2.8 11.0 7.2 6.9 11.1 6.3 6.8

Relative -0.9 -2.3 0.8 -2.9 -6.4 -0.6 -0.2 -2.9 1.6 -1.0 -0.8 -0.6 -1.5 -0.7

-4

-2

0

2

4

Relative
Return

%
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Attribution – Latest Year 

U K 

Equit i

es

U K 

Small 

C o

Emerg i

ng

Global 

ex U K

Tot al 

B onds

Hedge 

Funds C ash

Privat

e   Eq

Inf rast

ruc

M ult i   

A sset

Proper

t y

To t al 

Fund

Asset Allocation

Fund Start 14.3 3.9 6.8 22.9 15.2 5.0 1.0 13.0 5.5 6.2 6.1 100.0

Fund End 14.6 4.6 6.5 23.2 14.4 0.0 3.1 13.5 6.4 7.7 6.0 100.0

BM Start 13.0 4.0 8.0 22.0 15.0 5.0 1.0 10.0 6.0 8.0 8.0 100.0

BM End 14.8 4.0 7.8 24.0 15.1 2.0 10.1 6.1 8.0 8.2 100.0

Impact - - 0.3 - - - 0.1 - - - -0.1 0.4-0.2 0.6 -1.3 -0.7 -0.7 1.2 3.4 0.3 -0.3 -2.2 0.0

Stock Selection

Fund 9.0 26.2 -11.6 9.0 1.4 8.4 # n/a 8.8 -0.9 1.7 9.0 6.1

Benchmark 8.8 32.3 -10.2 9.0 6.0 4.1 # 0.5 8.0 8.0 4.0 12.3 7.2

Impact - -0.2 -0.1 - -0.7 0.2 - 0.1 -0.5 -0.1 -0.2 -1.4

-5

0

5

-4

-2

0

2

4

Relative 
Weighting

%

Relative
Return

%

• The Fund is 1.0% behind the benchmark over the latest year. 

Stock selection was unfavourable, 

notably Bonds and Infrastructure. 
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Manager Performance – Latest Year 
Managers Mandate Benchmark Start 

Value 

% 

End 

Value 

% 

Fund Return % Benchmark 

Return % 

Relative Return % 

L&G Global ex UK FTSE AW Dev. Ex UK 22.9 23.2 9.0 9.0 0.0 

L&G UK Equity FTSE All Share TR 14.3 14.6 9.0 8.8 0.1 

Henderson 

Gartmore 

UK Small Cap FTSE Small Cap ex IC 

TR Index 

3.9 4.6 26.2 32.3 -4.6 

Dimensional Emerging 

Market Equity 

MSCI Emerging 

Markets NDR 

6.8 6.5 -11.6 -10.2 -1.5 

Henderson Fixed Interest Absolute Return 6% 

p.a. 

15.2 14.4 1.4 6.0 -4.3 

Capital 

Dynamics 

Private Equity Absolute Return 8% 

p.a. 

12.8 13.3 8.8 8.0 0.8 

Capital 

Dynamics  

Infrastructure Absolute Return 8% 

p.a. 

2.3 2.5 -4.1 8.0 -11.2 

Alinda Infrastructure Absolute Return 8% 

p.a. 

3.1 3.7 -1.4 8.0 -8.7 

Henderson Infrastructure Absolute Return 8% 

p.a. 

0.2 0.2 43.7 8.0 33.0 

Aviva  Property AREF/IPD UK 

Quarterly All Property 

Index 

6.1 6.0 9.0 11.9 -2.6 

Baillie Gifford Pooled Multi 

Asset 

Bank of England Base 

Rate +3.5% 

6.2 7.7 1.5 4.0 -2.4 

Internal Cash/Private 

Equity 

Bank of England Base 

Rate 

1.2 3.3 n/a n/a n/a 

Fauchier Hedge Fund 3 Month LIBOR +5% 

p.a. 

5.0 0.0 n/a n/a n/a 

Combined Customised 

Benchmark 

100.0 100.0 6.1 7.2 -1.0 
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Long Term Attribution 

3yrs 5yrs 10yrs

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 % pa % pa % pa

Asset Allocation

Impact 0.2 -0.7 0.9 0.5 4.3 -2.9 -0.5 -0.5 -0.2 0.4 -0.1 -0.7 0.2

Stock Selection

Impact -1.1 -1.6 -0.1 -3.4 -10.2 2.3 0.3 -2.4 1.9 -1.4 -0.6 0.1 -1.6

-4

-2

0

2

4

-4

-2

0

2

4

Impact 
%

Impact 
%

• Below benchmark returns in Global Equities (Alliance Bernstein) has been unfavourable. 

• The underperformance over the  last 3 years was due mainly to below benchmark returns in Emerging Markets, Hedge Funds, 

Infrastructure and Property.  
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Relative Risk and Return – 5 Years % p.a. 

Your Fund.

• The Fund’s higher relative risk has not been rewarded in relative return. 

• Relative high risk resulting from a large proportion of Alternatives benchmarked against absolute return, which has low volatility. 

Top range of risk. 

Lower range of returns 
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Section 4 

Fund Analysis Relative to Local Authority Universe 
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Total Fund Performance vs. Local Authority Universe 

3yrs 5yrs 10 yrs 20yrs

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 % pa % pa % pa % pa

Fund Returns

Fund 9.0 19.9 7.4 -7.0 -26.0 29.0 6.7 -0.2 12.8 6.1 6.1 10.5 4.7 6.0

Benchmark 11.7 24.9 7.0 -2.8 -19.9 35.2 8.2 2.6 13.8 6.4 7.5 12.7 7.8 7.2

Relative -2.4 -4.0 0.4 -4.4 -7.6 -4.6 -1.4 -2.7 -0.9 -0.3 -1.3 -2.0 -2.8 -1.1

Ranking (95) (97) (36) (96) (94) (88) (84) (98) (74) (59) (87) (93) (100) (98)

-8

-4

0

4

8

Relative
Return

%

• Over the 10 year period the Fund is the worst performing Fund within the Local Authority Universe.  There has only been one 

year over this period where the Fund has achieved an above average return. 
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Latest Year Attribution 

Tot al 

Equit y

B onds 

+ IL

M ult i   

A sset C ash

A lt ern

at ives

C urr  

Inst r

Proper

t y

To t al 

Fund

Asset Allocation

Fund Start 47.9 15.2 6.2 1.0 23.5 6.1 100.0

Fund End 48.9 14.4 7.7 3.1 19.9 6.0 100.0

BM Start 62.6 17.8 2.2 3.1 7.7 0.0 6.7 100.0

BM End 62.6 16.5 2.8 3.0 7.5 0.0 7.5 100.0

Impact -0.3 0.2 -0.1 0.1 -0.4 -0.2 - -0.8-13.7 -2.1 4.8 0.2 12.4 0.0 -1.6 0.0

Stock Selection

Fund 7.5 1.4 1.7 n/a 6.6 9.0 6.1

Benchmark 8.4 -1.6 3.1 1.4 3.9 n/a 11.0 6.4

Impact -0.4 0.4 -0.1 - 0.7 -0.1 0.5

-10

0

10

-4

-2

0

2

4

Relative 
Weighting

%

Relative
Return

%

• The Fund was 0.3% below the Local Authority Average.  

Well above 

average weighting 

in Alternatives. 

Well below average 

weighting in Equities 
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Long Term Attribution 

3yrs 5yrs 10yrs

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 % pa % pa % pa

Asset Allocation

Impact -0.6 1.1 0.5 1.6 -0.1 -5.3 -0.5 0.3 -1.1 -0.8 -0.5 -1.5 -0.5

Stock Selection

Impact -1.8 -5.0 -0.1 -5.8 -7.5 0.8 -0.9 -3.0 0.2 0.5 -0.8 -0.5 -2.3

-8

-4

0

4

8

-8

-4

0

4

8

Impact 
%

Impact 
%

Unfavourable 

above average 

commitment to 

Alternatives.  

Well below average returns 

in equities. 
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Risk Adjusted Return Analysis – 5 Years % p.a. 

Your Fund. Your Benchmark.

• The Fund risk is much lower than the majority of Funds within the universe however the Fund return is commensurately low.   

 

Well below average return. 

Well below average risk. 
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Summary 

• During the latest year the Fund return of 6.1% was below both the benchmark and the Local Authority average 

return.   

• Longer term the Fund continues to perform below the benchmark and is one of the worst performing Funds 

within the universe. 

• The structure is complex and has been frequently changed, locking in costs from underperformance. 

• Over the recent five year period, the Fund’s risk is much lower than other local authority funds within the 

universe.  During a period where risk asset were rewarded, this strategy wasn’t successful, with the fund 

return ranking within the lower decile of returns within the universe. 

• Over the last 20 years the Fund has achieved an absolute return of 6.0% per annum, which was well below the 

benchmark return of 6.8% per annum and the Local Authority average return of 7.2% per annum. 
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Appendix  
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Summary of Long Term Returns and Rankings 

3yrs 5yrs 10yrs

Return % 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 % pa % pa % pa

  Total Equity 9.4 25.9 6.9 -8.3 -31.7 52.1 7.9 -2.6 17.1 7.5 7.0 15.0 6.4

(100) (97) (67) (91) (98) (24) (76) (97) (65) (70) (88) (77) (100)

   UK Equities 16.5 28.9 11.0 -7.6 -29.0 54.3 9.4 1.0 17.5 9.0 8.9 16.9 9.1

  O/S Equities 3.3 23.5 0.5 -8.0 -31.0 48.7 4.8 -4.1 15.8 4.3 5.0 12.5 3.9

(98) (100) (90) (97) (100) (48) (98) (86) (84) (73) (86) (93) (100)

  Total Bonds 5.6 8.3 1.0 -0.3 6.0 11.2 5.5 11.2 8.9 1.4 7.1 7.6 5.8

(54) (32) (15) (83) (27) (76) (56) (53) (66) (17) (54) (65) (54)

  M ulti  Asset 10.9 # 1.7

(52)

  A lternatives -0.6 10.1 8.6 -9.7 -19.2 4.3 6.5 -0.8 13.5 6.6 6.3 5.9 1.5

(78) (60) (39) (86) (71) (51) (53) (78) (11) (37) (32) (43) (82)

  UK Property 19.7 17.5 16.6 -8.2 -30.5 6.7 12.5 6.0 2.1 11.8 6.5 7.7 4.3

(20) (90) (50) (20) (54) (76) (6) (33) (41) (56) (41) (42) (53)

  O/S Property 0.8 # 21.5 8.5 -32.6 4.5 -9.6 -8.3 -5.0 -7.6 -11.1

(40) (90) (50) (100) (94) (36) (80) (87)

Total Assets 9.0 19.9 7.4 -7.0 -26.0 29.0 6.7 -0.2 12.8 6.1 6.1 10.5 4.7

(95) (97) (36) (96) (94) (88) (84) (98) (74) (59) (87) (93) (100)

# not invested in this area for the entire period


