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Pensions Committee 
2.00pm, Wednesday, 20 March 2024 

 
Investment Strategy Review 
 

Item number 6.6  

  
 

1.  Recommendations 

 

 

 

 

David Vallery 
Chief Executive Officer, Lothian Pension fund 

Contact: Emmanuel Bocquet, Chief Investment Officer, Lothian Pension fund 

E-mail: lpfgovernancecomms@lpf.org.uk | Tel: 0333 996 1900 

  

mailto:lpfgovernancecomms@lpf.org.uk


 

 

  

Pensions Committee – 20 March 2024      Page 2 

LPF PUBLIC DATA 

Investment Strategy Review 
 

2. Executive Summary 

 

 

 

 

 

 

3. Background 
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Investment Strategy Assets (£m) Weight* 

Main 9,075 94.1% 

Buses 513 5.3% 

50/50 37 0.4% 

Mature Employers 15 0.1% 

Total 9,640 100% 

Source: Northern Trust as of 31 March 2023 
*Does not sum to 100% due to rounding 
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4. Main Report 
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Cash Flow (net additions / withdrawals from dealing with members)
2017/18 2018/19 2019/20 2020/21* 2021/22 2022/23

Income 196 227 240 305 271 265.8
Expenditure 214 241 279 247 265 284
Net Cash Flow (18) (15) (39) 58 6 (18)
* A one-off transfer in of assets by Visit Scotland amounted to £58.3m in 2020/21
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Table 3 

Policy Group Objective Permitted Assets 

Equities 
The principal driver of the Fund's growth and, in the 
long term, expected to outperform liabilities, albeit 
with periods of volatility. 

Listed equities; private 
equities; forward currency 
contracts; equity futures. 

Real Assets 
Positive real returns with an income stream, in some 
way, linked to inflation. Likely to deliver some 
diversification from equity returns.  

Property; infrastructure; 
timberland; agriculture; 
commodities. 

Credit 
(formerly Non-
Gilt Debt) 

Assets likely to offer diversification from equity returns, 
strategic funding level protection and/or a superior 
yield to that available from, and where returns may 
have a positive correlation to, sovereign bonds. 

Investment grade bonds; high 
yield bonds; loans; private 
credit; emerging market 
bonds. 

Sovereigns                                       
(formerly LDI) 

Assets likely to offer diversification from equity returns 
and strategic funding level protection by having interest 
rate and potentially inflation exposure that offsets 
exposures of the liabilities and so reduces funding level 
variability.  

Index-linked gilts; nominal 
gilts; gilt futures; overseas 
sovereign bonds. 

Cash 
Liquidity function mostly avoiding credit and duration 
risks. 

UK Treasury assets; overseas 
Treasury assets; local 
authority loans; bank or 
building society deposits (all 
short term). 
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Results 
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Policy Group (%) 
Current 
Strategy 

Proposed 
Strategy 

Current 
Permitted 

Ranges 

Proposed 
Permitted 

Ranges 
Equities 60 55 50 -70 45 - 65 

Real Assets 20 20 10 - 30 10 - 30 

Credit 10 8 0 - 20 0 - 20 

Sovereigns 10 15 0 - 20 5 - 25 

Cash 0 2 0 - 15 0 -15 

Total 100 100   
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5. Financial impact 

5.1 The investment strategy has a significant impact on the investment returns of the 
pension fund and hence impacts on the funding level and employer contribution 
rates.  

 

6. Stakeholder/Regulatory Impact 

 

 

7. Background reading/external references 

 

8. Appendices 

Appendix 1 – SIP proposed changes 
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