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1.   Investment Powers 

 
The Pension fund has the power to hold many types of investment. The principal powers 

to invest are contained in the Local Government Pension Scheme (Management and 

Investment of Funds) Regulations 2009 as amended. These permit a wide range of 

investment for Fund monies which are not immediately required to pay pensions and other 

benefits.  
 

There are a number of restrictions within the regulations which can be increased by the 

fund. Gwynedd’s current restrictions are noted in Column (A) below. However, the 

regulations allow administering authorities to set limits up to those to those noted in 

Column (B). 



 
 The Fund's  

Current 

Restrictions 

(A) 

Regulations:  

Increase 

the Limits to 

(B) 

1.  Any single sub-underwriting contract. 1%  5%  

2.  All contributions to any single partnership. 5%  5%  

3.  All contributions to partnerships. 15%  30%  

4.  The sum of all loans and any deposits with any local authority, or 

any body with power to issue a precept or requisition to a local 

authority, or to the expenses of which a local authority can be required 

to contribute, which is an exempt person (within the meaning of the 

Financial Services and Markets Act 2000 [4]) in respect of accepting 

deposits as a result of an order made under section 38(1) of that Act. 

10%  10% 

5.  All investments in unlisted securities of companies. 10%  15%  

6.  Any single holding. 10%  10% 

7.  All deposits with any single bank, institution or person (other than 

the National Savings Bank). 

10%  10% 

8.  All sub-underwriting contracts. 15%  15% 

9.  All investments in units or shares of the investments subject to the 

trusts of unit trust schemes managed by any one body. 

25%  35%  

10. All investments in open-ended investment companies where the 

collective investment schemes constituted by the companies are 

managed by one body. 

25%  35%  

11. All investments in units or other shares of the investments subject 

to the trusts of unit trust schemes and all investments in open-ended 

investment companies where the unit trust schemes and the collective 

investment schemes constituted by those companies are managed by 

any one body.  

25%  35% 

12. Any single insurance contract.  35%  35% 

13. All securities transferred (or agreed to be transferred) by the 

authority under stock lending arrangements. 

25% 35% 

 
 

There is currently a consultation in progress to change these regulations by removing the 

limits in order to facilitate pooling and collaborative investment. 

 

 

2. Specialist Advice 

 

The Local Government Pension Scheme Regulations oblige the Council to take specialist 

advice on investment. This advice is provided by an independent advisor from Hymans 

Robertson (the Fund's advisers), who joins the Pensions Committee in monitoring the 

Investment Managers. An advisor from Hymans is always present at the Pensions 

Committee's quarterly meetings with the Investment Managers. 

 

 

 

 

 

 

 

 

 



3. Asset Allocation 
 

One of the key determinants of the Fund’s long-term overall performance is its strategic 

asset allocation.  The Fund’s strategic asset allocation is shown in the table below. 

 
Asset % 

Equities 72.5 

Bonds 15.0 

Property 10.0 

Private equity    5.0 

 Infrastructure 2.5 

Total 100.0 

 

 

4. Investment Management 
 

The main objective of investment policy is to maximise the return on the money entrusted 

to the Council, consistent with acceptable levels of risk and for the annual return in the 

longer run to exceed the level of wage inflation.  

 

It must be borne in mind that the Fund's liabilities (pensions) are very long-term, extending 

to the middle of the century. These liabilities will increase with inflation, both because of the 

index-linking of pensions and also due to the rising level of employees' salaries and wages to 

the time of retirement.  

 

There is a relationship between the level of returns achieved and the contribution rate 
which employers are expected to pay. The Pensions Committee considers that in the long 

run equity returns will exceed bond returns and it is for this reason that the majority of the 

Fund is invested in equities. 

 

 

5. Investment Managers 

 

The Fund has appointed a number of investment managers with different investment 

mandates. The target distribution of Fund assets is shown in the table below. The 

investment in infrastructure will be built up over a period of time and therefore the actual 

allocation has not yet reached the target. 

 

 
Manager % 

BlackRock         29.5 

Veritas    19.0 

Fidelity  19.0 

Insight 15.0 

UBS / Lothbury / Threadneedle / BlackRock (Property Only)  10.0 

Partners – Private equity    5.0 

Partners – Infrastructure 2.5 

Total 100.0 

 

 

 



A detailed breakdown of the benchmark is attached at Appendix A. 
 

 

6. Investment Manager Briefs 

 

As a result of a deliberate policy to diversify assets and investment styles, the Fund has 5 
Investment Managers with varying briefs: 
 

Investment Manager Brief 

BlackRock Passive 

Fidelity  Active 

Insight Active 

Veritas Active 

Partners  Active 
 

BlackRock is briefed to be a “passive” manager.  The manager will allocate their mandate’s 

asset allocation in line with that of the benchmark and in each market they aim to track 

stock exchange indices.  As a result, their mandates’ performance should be in line with 

their respective benchmarks.  Appointing a passive manager reduces the risk of 

underperformance, relative to benchmark; however, it also reduces the possibility of out 

performance, relative to the benchmark.   

 

All the others are “active” managers.  They are given the discretion to invest in their best 

investment ideas.  Whilst they have a great deal of flexibility, in terms of which stocks, 

regions and sectors they can invest in, there are a number of restrictions in place which 

prevents the managers deviating too far from the benchmark and taking excessive 

risk.  Appointing active managers increases the possibility of outperformance, relative to the 

benchmark; however it also increases the risk of underperformance, relative to benchmark. 

 

Veritas and Fidelity have an “active” equity brief while Insight has an “active” bond brief. 

Partners Group has been given “active” private equity and infrastructure briefs.   

 

 

7. Investment Performance 
 

The performance of the Investment Managers is monitored on a quarterly basis. Investment 

Managers submit quarterly reports and valuations to the Pensions Committee, the relevant 

officers at Gwynedd Council and the Fund’s adviser. Every quarter a meeting is held 

between Investment Managers, the Committee, officers and the adviser to monitor their 

performance. 

 

 

8. Performance Monitoring 

 

The Pension Fund subscribes to a service provided by the State Street Global Services 

which calculates the rate of return for Gwynedd and for other Pension Funds and provides 

comparisons.  
 

 

 

 



 

9. Targets 

 

Individual performance benchmarks for the Investment Managers are shown in the table 

below.  
 

Manager Benchmark Target  

BlackRock FTSE All-Share and FTSE All-World Indices Benchmark Return 

Veritas MSCI All Countries World Index Benchmark + 2% p.a. (gross of fees) 

Fidelity MSCI All Countries World Index Benchmark + 2%-3% p.a. (gross of fees) 

Insight  Cash (Libor) Benchmark +2% p.a. 

Partners MSCI World Benchmark + 5% p.a.* 

*Partners do not have an official performance target. The target stated above is purely for indicative purposes.  

MSCI=Morgan Stanley Capital International 

 

The property investments are made directly with existing funds and the managers have not 

been given a benchmark. However, for indicative purposes they are monitored against the 

IPD Balanced Property Unit Trust Index.  

 

 


