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Pensions Committee 
2.00pm, Wednesday, 24 June 2020 

 
Annual Investment Update – Lothian Pension Fund 
 

Item number 5.12  

  
 

1.  Recommendations 

 

 

 

 

Bruce Miller 
Chief Investment Officer, Lothian Pension Fund 

Contact: Stewart Piotrowicz, Portfolio Manager, Lothian Pension Fund 

E-mail: stewart.piotrowicz@edinburgh.gov.uk | Tel: 0131 469 3843 
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Annual Investment Update – Lothian Pension Fund 
 

2. Executive Summary 

 

 

 

 

3. Background 
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Investment Strategy Assets (£m) Weight

Main Strategy 6,771 91%

Mature Employer Strategy 80 1%

50/50 Strategy 72 1%

Buses Strategy 519 7%

Total 7,442 100%
At end March 2020
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Policy Group
Main                 

Strategy
Mature Employer 

Strategy
50/50                   

Strategy
Buses                   

Strategy

Equities 65% 0% 33% 35%

Real Assets 18% 0% 9% 18%

Non-Gilt Debt 10% 0% 5% 20%

Gilts 7% 100% 54% 28%

Cash 0% 0% 0% 0%

Total 100% 100% 100% 100%
Totals  may not sum due to rounding
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4. Main Report 
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UK Equities
Global

Equities
Nominal

Gilts
Index-Linked

Gilts
Investment

Grade Bonds
UK Property

12 month return -18.5% -6.7% 9.9% 2.1% 1.5% 0.0%

-20.0%

-15.0%

-10.0%

-5.0%

0.0%

5.0%

10.0%

15.0%

Asset Class Returns
12 months to 31 March 2020
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Policy Group
Actual Allocation    

31 March 2019
Actual Allocation    

31 March 2020
Strategic Allocation 

31 March 2019
Strategic Allocation 

31 March 2020

Equities 59.9% 58.3% 62.3% 62.0%

Real Assets 19.8% 22.0% 17.7% 17.7%

Non-Gilt Debt 5.2% 7.8% 10.7% 10.5%

Gilts 9.1% 6.9% 9.3% 9.8%

Cash 5.9% 4.9% 0.0% 0.0%

Total 100% 100% 100% 100%
Note: numbers  may not sum due to rounding
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Policy Groups and Investment Mandates – 31 March 2019 and 31 March 2020 
 

 

Equities 

 

Actual Allocation Actual Allocation
31 March 2019 31 March 2020

EQUITIES 59.9% 58.3%

Global Low Volatility Internal 16.0% 13.2%

Global High Dividend Yield Internal 12.9% 13.7%

Global Stable Multi-factor Internal 12.8% 12.1%

Global Stable Equities Nordea 3.9% 3.9%

Global Value Harris 3.6% 2.4%

Global Alpha Baillie Gifford 1.6% 1.6%

UK All Cap Internal 1.9% 2.9%

UK Mid Cap Internal 1.6% 1.2%

Europe (ex UK) Quality Internal 1.6% 2.7%

US Value Internal 2.1% 2.7%

Private Equity Various 2.0% 1.7%

Currency Hedge Internal 0.0% 0.2%

REAL ASSETS 19.8% 22.0%

Property Various 7.1% 7.4%

Other Real Assets Various 12.8% 14.7%

NON-GILT DEBT 5.2% 7.8%

Other Bonds Various 5.2% 7.8%

GILTS 9.1% 6.9%

Index-linked Gilts Internal 9.1% 6.9%

CASH 5.9% 4.9%

TOTAL FUND 100.0% 100.0%
Note: numbers  may not sum due to rounding

Policy Groups & Mandates Manager
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Non-Gilt Debt 

 

 

 

 

Unlisted Unfunded 
Commitments

£m % of Fund assets

Private Equity 39 0.5%
Infrastructure 114 1.5%
Real Estate 2 0.0%
Private Debt 102 1.4%

Total Commitments 255 3.4%
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Investment performance to 31 March 2020 
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    The Fund’s equity investments, managed by the internal team and two 
external managers, combined to produce a return of -9.7% over the year, 
lagging the equity benchmark return of -6.7%. Relative strength over the 12-
month period came from the Europe ex UK portfolio (+5.6%), private equity 
(+3.7%) and Baillie Gifford Global Alpha (-1.1%). The Nordea (-5.4%) and 

Fund Benchmark Fund Benchmark

Equities -9.7 -6.7 5.6 6.6
Real Assets 6.4 20.1 9.6 8.8
Non-Gilt Debt 3.7 1.6 5.4 4.0
Gilts 2.3 2.0 7.2 7.1
Total Fund Return -3.6 -0.2 6.8 7.1
Total Fund Risk 12.1 12.2 7.3 8.0 

1 Year 5 Year
Policy Group
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GLOVE (-5.8%) portfolios also outperformed but to a lesser extent. This was 
offset by notably weak returns in the UK portfolios, where there was greater 
underlying market weakness with UK All Cap (-21.2%) and UK Mid Cap (-
24.7%) experiencing sizeable declines, particularly during the Q1 2020 
market selloff. From a global equity perspective, both SMuRV (-17.9%) and 
Harris (-19.5%) struggled as their exposure to the value style of investing 
was unhelpful.  

 The Fund’s currency hedge achieved its objective of reducing volatility of the 
Fund’s equity returns, albeit modestly, over 2019/20.  

 

    The Fund’s Non-Gilt Debt exposure produced a return of +3.7% over the 
year with the private debt allocation providing a more notable +6.1% return. 

    The Fund’s Index-Linked investments delivered a return of +2.3% over the 
year, broadly in line with benchmark as expected, with the holdings 
managed on a passive basis. 
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5. Financial impact 

 

6. Stakeholder/Regulatory Impact 

 

 

7. Background reading/external references 

 

8. Appendices 

None. 


