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AVON PENSION FUND COMMITTEE - INVESTMENT PANEL 
 

Minutes of the Meeting held 
Thursday, 18th July, 2013, 9.30 am 

 
Members: Councillor Charles Gerrish (Chair), Ann Berresford, Roger Broughton and 
Councillor Mary Blatchford 
Advisors: John Finch (JLT Investment Consultancy), Kieran Harkin (JLT Investment 
Consultancy) and Tony Earnshaw (Independent Advisor) 
Also in attendance: Liz Woodyard (Investments Manager), Matt Betts (Assistant 
Investments Manager) and Matthew Clapton (Investments Officer) 

 
14 
  

EMERGENCY EVACUATION PROCEDURE  
 
The Democratic Services Officer read out the procedure. 
  

15 
  

DECLARATIONS OF INTEREST  
 
There were none. 
  

16 
  

APOLOGIES FOR ABSENCE AND SUBSTITUTIONS  
 
Apologies were received from Councillors Gabriel Batt and Lisa Brett. 
  

17 
  

TO ANNOUNCE ANY URGENT BUSINESS AGREED BY THE CHAIR  
 
There was none. 
  

18 
  

ITEMS FROM THE PUBLIC - TO RECEIVE DEPUTATIONS, STATEMENTS, 
PETITIONS OR QUESTIONS  
 
There were none. 
  

19 
  

ITEMS FROM COUNCILLORS AND CO-OPTED AND ADDED MEMBERS  
 
There were none. 
  

20 
  

MINUTES: 4 JUNE 2013  
 
The public minutes of the 4 June 2013 were approved as a correct record. The 
exempt minutes were approved subject to an amendment.  
  

21 
  

EMERGING MARKETS EQUITY MANDATE  
 
The Assistant Investments Manager presented the report. He reminded Members 
that in the new Investment Strategy agreed at the Special Committee Meeting on 6 
March 2013 an additional 5% of the Fund’s assets would be allocated to emerging 
market equities, to be managed by a single manager. The Panel was invited to agree 
the specification for the new manager’s mandate contained in Exempt Appendix 1 
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RESOLVED that the Committee having been satisfied that the public interest would 
be better served by not disclosing relevant information, the public shall be excluded 
from the meeting for the duration of the discussion of exempt appendices of this 
item, in accordance with the provisions of section 100(A)(4) of the Local Government 
Act 1972, because of the likely disclosure of exempt information as defined in 
paragraph 3 of Part 1 of Schedule 12A of the Act as amended. 
 
After discussion, it was RESOLVED 
 

1. To agree the proposed mandate specification at Exempt Appendix 1. 
 

2. That the selection panel will comprise all members of the Investment Panel 
and should take place on Wednesday 4th December. 

  
22 
  

INVESTMENT STRATEGY IMPLEMENTATION WITHIN EQUITY AND BOND 
PORTFOLIOS  
 
The Assistant Investments Manager presented the report. He circulated a table 
setting out the current allocations and the proposed changes. A copy of this is 
attached as Appendix 1 to these minutes. Page 1 summarises the strategic changes 
to the equity and bond portfolios and page 2 the proposed regional allocation of the 
global equity portfolio. 
 
The Chair asked why, even after the proposed reduction, such a high proportion 
(3.1%) would be invested in a single country, namely Japan. Mr Finch replied that in 
many ways Japan did behave differently from other markets. It remained a significant 
manufacturer, and had done well from addressing the problems following the 
tsunami. 
 
The Chair asked about Australia. Mr Finch said that it was a developed market. The 
status of countries could change, for example it was possible that China would 
change from emerging to developed at some point in time. A Member said that it was 
important that Members knew the current status of countries and asked if a list could 
be provided like the one that used to be circulated. The Assistant Investments 
Manager undertook to do this. Mr Harkin said that there would be plenty of notice of 
a reclassification of a country and its transfer from one index to another. 
 
A Member asked about the Schroders global equity portfolio. The Investments 
Manager said that it was a global portfolio, which included emerging markets; the 
portfolio had been deliberately set up in this way. Mr Finch said that Schroders could 
decide to select companies in emerging markets when they were performing well. 
Managers were close to the markets and could respond appropriately. 
 
Discussion turned to the role of Signet in the Fund’s investment portfolio. Mr Finch 
said that because of the way that Signet manages its funds, it was appropriate for 
the mandate to be part of the bond portfolio as agreed in the strategy review rather 
than as part of the hedge fund portfolio. The Investments Manager said that when 
the mandate was given to Signet, there were hedge funds, but no absolute return 
bond managers. The Chair suggested that a note of clarification about the Signet 
fund should be included in the Fund’s annual report. A Member said that the note 
should state that it was more cost effective to redefine the asset allocation to better 
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reflect the underlying exposure of the Signet portfolio rather than invest the money in 
a new mandate. 
 
RESOLVED 
 

1. To agree the overseas regional equity allocation and arrangements for annual 
rebalancing set out in paragraph 4.9 of the report. 
 

2. To agree the changes to the allocation within the bond portfolio and timescale 
for the changes set out in paragraph 5.5 of the report. 
 

3. To note the intention to take income from the investments portfolio in line with 
the cash management policy, as set out in paragraph 6.7 of the report. 

 
  

23 
  

MANAGER SELECTION PRESENTATION (JLT)  
 
The Investments Manager reminded the Panel that a Member had requested this 
presentation. It was hoped it would be useful for Members who had not participated 
in the selection process of a fund manager previously, and that it would also give 
some suggestions for how the appointed manager should be monitored.  
 
Mr Finch gave the presentation. A copy of his slides was circulated to Members and 
is attached as Appendix 2 to these minutes. 
 
The Chair thanked Mr Finch for his presentation. 
  

24 
  

WORKPLAN  
 
The Investments Manager presented the report. She circulated a paper outlining a 
timescale and process for the Committee’s review of infrastructure investment. She 
reminded Members that the Committee had not delegated the determination of policy 
on infrastructure to the Panel. It would assist the Committee if the Panel were able to 
consider some of the framework issues before a Committee workshop. 
 
RESOLVED to note the workplan to be included in Committee papers. 
 
  
 
 

The meeting ended at 11.16 am  
 

Chair(person)  

 
Date Confirmed and Signed  

 
Prepared by Democratic Services 
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Selecting Investment Managers

John Finch, Director JLT Investment Consulting

July 2013
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Selecting Investment Managers

� What do we need to look for?

� What do we need to know?

� Avoiding obvious mistakes

» Three basic rules

� Relationships that last/funds that work

P
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What are we looking for from Fund Managers?

Forward-looking Indicators of Success

Business organisation and structure

Experience in managing the proposed strategy

Progress of the business and strategy over time

Evidence from Analysis 

(both Quantitative and Qualitative)

Cross-referenced for consistency

Responses must be supportive of each other

Fund managers must evidence what say they are doing

Compare across peers

Compare with other markets / strategies

P
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4

What do we need to know from Fund Managers?

Organisation and Business

Ownership structure past and present

Staffing levels and structure

Product background including growth and capacity

Client service

Performance
Absolute, relative, tracking error, information ratio, turnover, pricing basis, cashflow,

rolling and calendar year over at least last 5 years

Fees AMC, TER if pooled, performance fees and structure, minimum amount, dealing costs

Qualitative
Investment philosophy and process

Risk controls

Quantitative

Asset allocation – country, sector, asset classes

Positions – active money, currency

Beta v alpha

Risk management (max drawdowns, blow ups)

Leverage (including underlying funds)

P
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Three basic rules

1. Clearly identify what you want from the manager

2. Don’t be blinded by past performance

3. Think about the economic/market environment you face

P
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Rule 1 - Clearly identify what you want from the manager

� What is their role in your overall strategy?

» Are they a core manager to provide stability?

» Are they there to provide ‘spice’?

� How much volatility are you prepared to accept?

» Stability or Spice?

� What benchmark are you going to use for them?

» How much freedom?

• Emerging Market indices or Emerging Market economies? 

� Write down your requirements

» Use them when you ‘judge’ your managers!
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Rule 2 - Don’t be blinded by past performance

� Understand how it was achieved

» Were they lucky or skilful?

» How much risk did they take?

� Understand the economic / market conditions it was achieved in

» Did the conditions suit the way they run money?

» Did they produce good results despite the conditions?

� Avoiding the ‘torpedoes’

» Some examples

� When managers underperform

» Can you forgive them?

P
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Rule 3 - Think about the economic/market future

� What economic assumptions have you made in your strategy?

� Does what you believe ‘fit’ with managers views?

» How good is the research you have been given?

» Does it provide the necessary information for you?

P
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Relationships that last

Funds that work!

� How can you find them?

» Search methodology

• OJEU or Non OJEU?

– Not just about speed

• Pooled or Segregated?

– What is available and from how many?

• Audit trail

• How good are the search consultants?

– Persistency

– Did they avoid ‘torpedoes’?

� Next to Strategy choosing the right manager is the most important thing you will do.

» Getting it wrong WILL cost you £millions!

» Getting it right will SAVE you!

• Money

• Time
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Whilst all reasonable care has been taken in the preparation of this publication no liability is accepted under any circumstances by Jardine Lloyd Thompson for any loss or damage occurring as a

result of reliance on any statement, opinion, or any error or omission contained herein. Any statement or opinion unless otherwise stated should not be construed as independent research and

reflects our understanding of current or proposed legislation and regulation which may change without notice.

This report is written for the addressees only and may not be further copied or distributed without the prior permission of JLT Investment Consulting. The value of investments can fall as well as rise

and you may get back less than your original investment. The past is no guide to future performance. The information contained in this report is compiled from sources which we believe to be reliable

and accurate at the date of this report.

JLT Investment Consulting, a trading name of JLT Benefit Solutions Limited.  Authorised and regulated by the Financial Conduct Authority.  A member of the Jardine Lloyd Thompson Group.

Registered Office: 6 Crutched Friars, London EC3N 2PH England.  Registered in England No 02240496.  VAT No. 244 2321 96

Contact details

Name: John Finch

Email: john_finch@jltgroup.com

Telephone: 0161 253 1168

Name: Kieran Harkin

Email: kieran_harkin@jltgroup.com

Telephone: 0161 957 8016P
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