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Pensions Committee 
2.00pm, Wednesday, 29 June 2022 

Annual Investment Update – Lothian Pension Fund 

1. Recommendations

Bruce Miller 
Chief Investment Officer, Lothian Pension Fund 

Contact: Stewart Piotrowicz, Portfolio Manager, Lothian Pension Fund 

E-mail: Pio23S77@lpf.org.uk | Tel: 0333 996 1967
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Annual Investment Update – Lothian Pension Fund 
 

2. Executive Summary 
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3. Background 

 

 

 

 

 

 

 

 

Employer Group Strategies Assets (£m) Weight
Main Strategy 8,845 92.9%
Mature Employer Strategy 27 0.3%
50/50 Strategy 47 0.5%
Buses Strategy 606 6.4%
Total 9,525 100%
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4. Main Report 

 

 

Employer Strategies

Policy Groups
Main                 

Strategy
Mature Employer 

Strategy
50/50                   

Strategy
Buses                   

Strategy
Total Fund 

Strategy

Equities 60% 0% 30% 33.0% 58.0%

Real Assets 20% 0% 10% 11.0% 19.3%

Non-Gilt Debt 10% 0% 5% 5.5% 9.7%

Gilts 10% 100% 55% 50.5% 13.1%

Cash 0% 0% 0% 0.0% 0.0%

Total 100% 100% 100% 100% 100%
Totals may not sum due to rounding
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Source: FTSE, Bloomberg, MSCI, Portfolio Evaluation (MSCI UK IMI, MSCI ACWI, 
FTSE Actuaries Gilts >15 Yrs, FTSE UK Govs Index Linked >15 Yrs, iBoxx £ Non-
Gilts, MSCI UK Balanced Portfolios Quarterly Property Index – all GBP total return) 
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Annual Inflation UK (CPIH)
Jan 1989 - Apr 2022

Policy Group
Actual Allocation    

31 March 2021
Actual Allocation    

31 March 2022
Strategic Allocation 

31 March 2021
Strategic Allocation 

31 March 2022

Equities 60.0% 58.5% 62.1% 58.0%

Real Assets 18.2% 17.3% 17.7% 19.3%

Non-Gilt Debt 9.2% 7.6% 10.5% 9.7%

LDI 5.6% 8.5% 9.6% 13.1%

Cash 7.1% 8.1% 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 2021 and 31 March 2022 

 

Equities 

 

 

 

 

Actual Allocation Actual Allocation
31 March 2021 31 March 2022

EQUITIES 60.0% 58.4%

Global Low Volatility Internal 13.1% 13.5%

Global High Dividend Yield Internal 13.4% 13.5%

Global Stable Multi-factor Internal 13.7% 12.4%

Global Stable Equities Nordea 3.5% 3.7%

Global Value Harris 1.4% 1.4%

Global Alpha Baillie Gifford 2.2% 1.9%

UK All Cap Internal 3.1% 2.8%

UK Mid Cap Internal 1.6% 1.2%

Europe (ex UK) Quality Internal 2.7% 2.6%

US Value Internal 3.4% 3.8%

Private Equity Various 1.7% 1.8%

Currency Hedge Internal 0.0% 0.0%

REAL ASSETS 18.2% 17.3%

Property Various 6.4% 6.1%

Other Real Assets Various 11.8% 11.2%

NON-GILT DEBT 9.2% 7.6%

Other Bonds Various 9.2% 7.6%

LDI 5.6% 8.5%

UK Gilts Internal 5.6% 8.5%

CASH 7.1% 8.1%

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

Policy Groups & Mandates Manager



 

  

Pensions Committee – 29 June 2022      Page 9 

 

 

 

 

 



 

  

Pensions Committee – 29 June 2022      Page 10 

Non-Gilt Debt 

 

 

 

 

 

Private Markets            
Unfunded commitments

£m % of Fund assets

Private Equity 32 0.3%
Infrastructure 102 1.1%
Timber & Agriculture 56 0.6%
Property 2 0.0%
Private Debt 27 0.3%
Total Commitments 218 2.3%
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Investment performance to 31 March 2022 

 

 

 

 

 

Annualised returns to 31 March 2022 (% per year) 1 Year 5 Years 10 Years
Lothian Pension Fund 10.8% 6.5% 9.7%
Benchmark 8.8% 8.6% 10.0%
Relative 2.0% -2.1% -0.3%
Liability proxy -7.2% 0.9% 5.0%
Consumer price index (CPIH All Items) 6.5% 2.6% 2.0%
Average Earnings (AWE) 9.9% 4.1% 3.0%
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•    The Fund’s equity investments produced a good return of +13.4% but, within 
this, results were mixed. In what was almost a mirror image of last year, 
weakness was seen from Baillie Gifford Global Alpha (-6.8%), UK All Cap (-
5.5%) and UK Mid Cap (-4.1%) while strength was seen from the private 
equity (+24.4%), US (+22.1%), GLOVE (+19.0%), Nordea (+15.6%), GHDY 
(+15.3%) and SMuRV (+14.3%) equity portfolios.  

 

•    The Fund’s Non-Gilt Debt exposure produced a return of +4.1% over the 
year. Relative strength was seen in private debt (+7.2%) and US TIPS (+7.0%) 
with weakness from Baillie Gifford Corporate Bonds (-4.7%) and more 
defensive credit - Legal & General AAA-AA-A Fund – (-5.1%). 

•    The Fund’s Index-Linked investments delivered a return of +2.7% over the 
year, lagging other policy group returns. 

 

To end March 2022

Fund Benchmark Fund Benchmark Fund Benchmark
Equities 13.4 12.4 7.4 10.5
Real Assets 13.8 6.4 7.7 6.8
Non-Gilt Debt 4.2 -5.0 3.2 2.5
LDI (Gilts) 2.7 3.9 3.1 3.3
Total Fund Return 10.8 8.8 6.5 8.6 9.7 10.0
Total Fund Risk* 8.4 9.4 6.7 8.8 6.8 8.0
*1 year predicted; 5 & 10 years ex-post (source: Portfolio Evaluation)

10 Year (% pa)Policy Group 1 Year (%) 5 Year (% pa)
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5. Financial impact 

 

6. Stakeholder/Regulatory Impact 

 

 

7. Background reading/external references 

 

8. Appendices 

None. 
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