
 

 
 

 

 

 
 
 

Notice of Meeting and Agenda 
Investment Review Board 

 
Date Time Venue 

Wednesday, 01 June 2016 13:00 Corporate Meeting Room 2, Council 
Headquarters, Renfrewshire House, 
Cotton Street, Paisley, PA1 1AN 

    
    
    

   

 
Membership 
 
Councillor James MacLaren: Councillor Allan Noon:  

 
 

Councillor Michael Holmes (Convener): Councillor Derek Bibby (Depute Convener):  
 

  
 
Members of the Press and Public 
 
Members of the press and public wishing to attend the meeting should report to the customer 
service centre where they will be met and directed to the meeting. 
 

 
 
Present 
 

 
 
Chair 
 

 
 
In Attendance 
 

 

KENNETH GRAHAM 
Head of Corporate Governance 
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Also in Attendance 
 

 
 
Apology 
 

 
 
Obituary 
 

 
 
Further Information 
 
This is a meeting which is open to members of the public.  
 
A copy of the agenda and reports for this meeting will be available for inspection prior to the 
meeting at the Customer Service Centre, Renfrewshire House, Cotton Street, Paisley and online 
at www.renfrewshire.cmis.uk.com/renfrewshire/CouncilandBoards.aspx 
 
For further information, please either email 
democratic-services@renfrewshire.gov.uk or telephone 0141 618 7112. 
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Items of business    
  
 

 

 Apologies 
 
Apologies from members. 
 

  

 

 Declarations of Interest 
 
Members are asked to declare an interest in any item(s) on the agenda 
and to provide a brief explanation of the nature of the interest. 
 

  

 

1 Minute of Previous Meeting 
 
Minute of meeting held on 25 November 2015 
 

  

5 - 8 

2 UK/International Equities Benchmark Allocation 
 
Report by Hymans Robertson LLP 
 

  

9 - 14 

3 Information Session  
 
Briefing by David Millar, Senior Investment Consultant, Hymans 
Robertson - Renfrewshire Investment Portfolios and Current Economic 
Situation 
 

  

 

4 Paisley and Renfrew Common Good Funds - Review of 
Investment and Income Performance 
 
Report by the Director of Finance & Resources and briefing note from 
Hymans Robertson LLB. Subsequent to this Mike Connor Private Client 
Head, Standard Life Wealth Limited will deliver a presentation relative to 
the performance of the Paisley and Renfrew Common Good Funds  
 

  

15 - 28 

5 Date of Next Meeting 
 
Members are asked to note that the next meeting Investment Review 
Board will be held on Wednesday 23 November, 2016 
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Minute of Meeting 
Investment Review Board 

Date Time Venue 

Wednesday, 25 November 
2015 

13:00 CMR 2, Council Headquarters, Renfrewshire 
House, Cotton Street, Paisley, PA1 1AN

PRESENT 

Councillors Bibby, Grady, Holmes, J MacLaren, and A Noon. 

CHAIR 

Councillor Holmes, Convener, presided. 

IN ATTENDANCE 

A MacArthur, Head of Finance, R Conway, Finance Manager Corporate Accounting and R 
Devine, Senior Committee Services Officer (all Finance & Resources). 

ALSO IN ATTENDANCE 

A Galbraith, Investment Consultant and D Millar, Senior Investment Analyst, Hymans 
Robertson LLP, and M Connor, Senior Portfolio Manager and J Gordon, Regulatory Controls 
Manager, Standard Life Wealth Limited. 

DECLARATIONS OF INTEREST 

There were no declarations of interest intimated prior to the commencement of the meeting. 

Item 1
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1 

 
MINUTE OF PREVIOUS MEETING 
 
There was submitted the Minute of the meeting of the Investment Review Board held on 
3 June, 2015.  
 
DECIDED: That the Minute be noted.  
 

 
 
2 

 
REVIEW OF INVESTMENT PRINCIPLES 
 
There was submitted a report by the Director of Finance & Resources relative to the 
Statement of Investment Principles in relation to the Paisley and Renfrew Common Good 
Funds.  
 
The report indicated that the Council had arranged for the investments of the Paisley and 
Renfrew Common Good Funds to be managed by Standard Life Wealth Limited, and had 
agreed with the manager a number of principles which governed decisions regarding 
these investments. These principles covered a range of issues such as which benchmark 
should be employed to assess the manager’s performance, and restrictions which the 
manager required to observe when choosing sectors or classes of asset in which to 
invest. The Statement of Investment Principles had last been reviewed during November 
2014 and was due for review.  
 
The report indicated that there were no proposed changes to the Statement previously 
approved other than the updating of job titles. It was highlighted that the proposed 
Statement of Investment Principles, a copy of which was appended to the report, 
contained a typographical error and required to be amended by inserting the words 
‘relating to the’ after the word ‘issues’ in the first sentence of paragraph 12.  
 
DECIDED: That the Statement of Investment Principles, as amended, be approved.  
 

 
 
3 

 
INFORMATION SESSION 
 
There was submitted a report by A Galbraith, Hymans Robertson LLP, which made 
reference to UK and Overseas equities during the period 1st July 2010 to 16 November, 
2015; equities versus bonds; UK, US, Eurozone and Japan’s gross domestic product 
between quarter one 2008 and quarter three of 2015; Global Equities, value versus 
growth, for the period quarter two 2006 to quarter three 2015; and Headline CPI inflation 
and Core CPI inflation during the period December, 2012 to September 2015.  
 
A Galbraith, Investment Consultant commented on economic and market conditions 
relative to economic growth, in terms of the global perspective; the performance of 
equities and bonds over the period to 16 November, 2015; and provided information in 
relation to the general performance, asset allocation and performance by asset class of 
the Paisley and Renfrew Common Good Funds.  
 
There followed a question and answer session during which reference was made to 
factors influencing the performance of equities during Quarters two and three, the 
resultant impact on the Funds and the strategy employed by the investment managers 
which was biased towards a higher global equity allocation.  
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DECIDED: That the information be noted.  
 

 
 
4 

 
PAISLEY AND RENFREW COMMON GOOD FUNDS - REVIEW OF INVESTMENT 
AND INCOME PERFORMANCE 
 
There was submitted a report by the Director of Finance & Resources relative to the 
performance of the Paisley and Renfrew Common Good Funds for the six-month period 
ending 30 September, 2015. A performance review report by Hymans Robertson LLP 
was appended thereto.  
 
M Connor, Senior Portfolio Manager, presented a report in relation to the performance of 
the Paisley and Renfrew Common Good Funds to 30 September, 2015. The report 
provided information relative to the portfolio manager; world markets; investment 
guidelines and restrictions; asset attribution in relation to the three months to 30 
September, 2015; and commodities and inflation, together with an economic and market 
summary.  
 
There followed a question and answer session during which Mr Connor confirmed that in 
the absence of specified target percentage proportions for UK Equities and International 
Equities it was not anticipated that the actual proportions within the Fund portfolios would 
be significantly different from the current ratios. There was also discussion regarding the 
requirement for the Funds to meet demanding income targets.  
 
It was proposed that a report be submitted to the next meeting of the Board relative to the 
rationale for adoption of the specified target percentage proportions for UK Equities and 
International Equities.  This was agreed.  
 
DECIDED:  
 
(a) That a report be submitted to the next meeting of the Board relative to the rationale 
for adoption of the specified target percentage proportions for UK Equities and 
International Equities; and  
 
(b) That the reports be otherwise noted.  
 

 
 
5 

 
DATE OF NEXT MEETING 
 
It was noted that the next meeting of the Investment Review Board would be held in 
Renfrewshire House at 1pm on Wednesday, 1 June, 2016. 
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RENFREWSHIRE COUNCIL 001 

HYMANS ROBERTSON LLP 

Review of benchmark of Renfrewshire Common Good Funds 

Addressee 

This paper is addressed to the Investment Review Board of the Renfrewshire Council Common Good Funds 

It is intended review the rationale for the current equity benchmark and the split between the UK and Global 

indices. 

The paper has been prepared for the use of the Investment Review Board and should not be used for any other 

purpose.  The paper should not be released or otherwise disclosed to any third party, except as required by law 

or regulatory obligation, without our prior written consent.   

We accept no liability where the paper is used by, or released or otherwise disclosed to, a third party unless we 

have expressly accepted such liability in writing.  Where this is permitted, the paper may only be released or 

otherwise disclosed in a complete form which fully discloses our advice and the basis on which it is given. 

Background 

The Renfrewshire Council Common Good Funds comprise the Paisley Common Good Fund and the Renfrew 

Common Good Fund.  As at 31 March 2016 the funds were valued as set out below and had the income targets 

shown. 

Table 1: Value and target income 

Value £m Target Income £m p.a. 

Paisley Common Goods Fund 3.404 0.103 

Renfrew Common Goods Fund 11.480 0.346 

The manager of both funds has been set the benchmark shown below to meet this income target going forward 

without exhausting the Funds.  The investment objective of the Funds is to achieve a return on the assets 

balanced between capital growth and income, through investing in a combination of UK and overseas equities, 

fixed interest securities and cash whilst meeting the income target set each year by Renfrewshire Council. 

Table 2: Target benchmark weightings 

Target % 

UK Equities 60 

International Equities 20 

UK Bonds 18 

Cash / Other 2 

This paper looks at the suitability of the equity component of this benchmark for these purposes. 

Item 2 
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RENFREWSHIRE COUNCIL 002 

HYMANS ROBERTSON LLP 

 

  

Income Requirement 

Traditionally, UK companies have paid higher dividends than that of their overseas counterparts.  Therefore, a 

benchmark with a higher weighting to UK equities has been most suited to the income requirement of the Funds.  

However, the manager has considerable freedom to depart from the set benchmark in order to achieve the best 

returns and so wide discretion has been permitted (there are no ranges around the benchmark targets and 

currently the manager has an overweight position to overseas equities and corresponding underweight to UK).   

The chart below gives an indication of the historical dividend yield from UK and overseas equities – this provides 

a measure of the income level which each asset class has paid.  Currently the dividend yield on UK equities is 

3.8% versus 2.5% for overseas equities. 

Chart 1: Dividend yields 

 

Source: Datastream 

The Funds have a current income requirement of c3% (based on current valuations). This level of income 

requirement supports the higher UK equity component of the benchmark. With a 75/25 UK / Overseas split, the 

current equity dividend yield is 3.5%. 

Additional Return 

Dividend income is not the only driver of the strategy and capital returns are also important.  For example, if the 

lower dividend income from overseas equities was compensated by a higher total return there would be an 

argument for more to be invested in overseas equities. Table 2 below shows the total returns from UK and 

Overseas Equities over shorter and longer time periods. 

Table 2: Historical total returns to 31 March 2016  

 1 Year % 3 Years %pa 5 Years %pa 10 Years %pa 20 Years %pa 30 Years %pa 

UK Equity -3.9 3.7 5.7 4.7 6.5 8.8 

Overseas Equity 0.4 9.0 8.8 7.0 6.8 8.2 

Source: Datastream 
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There is some evidence of stronger overseas equity performance in recent years (some of which will be due to 

currency movements and in particular a weaker sterling).  Longer term performance (20 and 30 years show 

similar returns and indeed slightly stronger UK equity returns).  Looking at rolling five year periods over the last 20 

years, there is no strong evidence of consistent outperformance from UK or overseas equities. So, historical 

returns do not present a particularly compelling argument for a change in benchmark. 

Chart 2: Equity returns 

 

Source: Datastream 

When considering the returns from different regions, it is also worthwhile considering the volatility of those 

markets.  Higher returns but with higher volatility (variability of returns) may not necessarily be what is desired in a 

portfolio with an income seeking objective.  Historically, a trade off with investing in overseas equities has been 

greater volatility (combined also with the impact of currency movements which historic evidence suggests can 

add to volatility, particularly in the shorter term).  However, the difference in volatility in recent years between UK 

and Overseas equity has become less as the table below shows. 

Table 3: Volatility of returns 

 1 Year % 3 Years %pa 5 Years %pa 10 Years %pa 20 Years %pa 30 Years %pa 

UK Equity 11.6 10.6 11.3 14.1 14.0 15.4 

Overseas Equity 11.8 9.6 10.6 14.4 15.7 15.9 

The table shows the annual standard deviation of equity returns (calculated using monthly returns).  This gives a measure of the volatility of 

returns i.e. that there is a two-thirds chance that over the next year the return would be very broadly expected to fall within the range of +/- one 

standard deviation of the expected (average) return, with a 1 in 6 chance of being above and a 1 in 6 chance of being below this range over 

the year (i.e. a two third chance that the annual return would be within one standard deviation (or 11.3%) of the average (8.1%) (i.e. between -

3.2% and 19.4%).   

Source: Datastream 
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Again, looking at rolling 5 year periods, there is no significant evidence (especially more recently) of a trend for 

higher or lower volatility from either equity region.  Volatility concerns would not, on their own, preclude 

consideration of a less domestic centred benchmark.  

Chart 3: Equity volatility 

 

Source: Datastream 

Manager Skill 

As there are periods where the performance of UK equities and overseas equities can diverge, there is an 

argument for allowing the manager wide or unfettered discretion to exercise skill to select equities without any 

benchmark constraint (for example, a benchmark of the All World index as opposed to fixed weights across UK 

and Overseas). 

In practice, the manager already has wide discretion as there are no set ranges around the benchmark targets so 

effectively they have the ability to move their asset allocation as they see fit (from a central point of the 

benchmark which they are measured against). 

Given that the manager already has fairly wide discretion, the existing benchmark is a reasonable compromise 

between domestic UK equity with their higher dividend yield (income) and the freedom for the manager to allocate 

as they see fit when they believe returns will be stronger in particular regions.   
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Concentration and Globalisation 

The UK is a small part of the world market (7% of global market capitalisation). It increasingly bears less and less 

resemblance to the UK economy (as companies on the UK market become increasingly dominated by those with 

large overseas earnings). It is also very concentrated, with 20% of the market represented by 5 companies. There 

are 643 companies in the UK FTSE All Share, of which 24 each represent greater than 1% of the index and in 

aggregate over 56% of the index.  A global equity benchmark is much less concentrated.  These factors do tend 

to suggest that a greater proportion invested in overseas equities provides a greater spread of company risk and 

opportunities (and would support a more global, less UK centric benchmark). 

Conclusion 

There is an argument for allowing the manager to have a less UK focussed benchmark and to invest more in 

overseas regions where, from time to time, the manager may see more value.  However, the current benchmark 

does provide a good framework around which the income needs of the funds can be met.  The manager already 

has wide discretion around the benchmark targets to allow them freedom to enhance returns.   

A move to a new benchmark would mean some portfolio reconstruction and incur transaction costs.  The stable 

benchmark going forward with wide ranges allows the manager a fairly unconstrained approach to generate 

income and capital gains.  Keeping the wide ranges also reduces portfolio churn and transaction costs (as the 

manager is not forced to continually rebalance the portfolio to keep it within a narrow benchmark). 

So in conclusion there is no immediate need to change the benchmark but it should be reviewed on a regular 

basis to ensure it remains suitable.  

Prepared by:- 

David Millar      Allison Galbraith 

Senior Investment Analyst    Research Consultant 

For and on behalf of Hymans Robertson LLP 

 

 

General Risk Warning 

Please note the value of investments, and income from them, may fall as well as rise.  This includes equities, 

government or corporate bonds, and property, whether held directly or in a pooled or collective investment 

vehicle.  Further, investments in developing or emerging markets may be more volatile and less marketable than 

in mature markets. 

Exchange rates may also affect the value of an overseas investment.  As a result, an investor may not get back 

the amount originally invested.  Past performance is not necessarily a guide to future performance.  
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___________________________________________________________________ 

To: Investment Review Board 

On: 01 June 2016 

___________________________________________________________________ 

Report by: Director of Finance and Resources 

___________________________________________________________________ 

Heading: Paisley and Renfrew Common Good Funds 
six-month report to 31 March 2016 

___________________________________________________________________ 

1. Summary 

1.1 Hymans Robertson LLP have been engaged by the Council to provide 
investment advice pertaining to the Paisley and Renfrew Common 
Good Funds, and to assess the performance of the Funds’ investment 
managers, Standard Life Wealth Limited. 

1.2 A report by Hymans Robertson LLP is attached for Members’ 
consideration. The report provides an assessment of the performance 
of the Funds’ investments and income levels during the six-month 
period ending 31 March 2016. Hymans Robertson LLP will be 
represented at the meeting by David Millar (Senior Investment 
Consultant), who will present his report to Members. The investment 
managers will not be present during this part of the meeting. 

1.3 Mike Connor (Private Client Head, Standard Life Wealth Limited) will 
then join the meeting. Mr Connor will give a short presentation during 
which there will be an opportunity for Members to question him directly 
in regard to his presentation and Fund performance.  

___________________________________________________________________ 

1 

Item 4 
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2. Recommendations 

2.1 To consider the attached reports by Hymans Robertson LLP and the 
presentation by Standard Life Wealth Limited. 

___________________________________________________________________ 

  

2  
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Implications of the Report 

1. Financial – funds generated by the Investment Manager are made 
available for distribution through grants and other awards agreed by 
Local Area Committees and the Finance & Resources Policy Board. All 
funds are managed in line with the requirements of local government 
and charities regulations, and in line with the Statement of Investment 
Principles.  

 
2. HR & Organisational Development - none 

 
3. Community Planning – none 

 

4. Legal - none 

 
5. Property/Assets - none 

 
6. Information Technology - none 

7. Equality & Human Rights - the recommendations contained within 
this report have been assessed in relation to their impact on equalities 
and human rights. No negative impacts on equality groups or potential 
for infringement of individuals’ human rights have been identified 
arising from the recommendations contained in the report. If required 
following implementation, the actual impact of the recommendations 
and the mitigating actions will be reviewed and monitored, and the 
results of the assessment will be published on the Council’s website. 

 
8. Health & Safety - none 

9. Procurement – none 

10. Risk – the Statement of Investment Principles outlines a medium level 
of risk to be adopted by the Investment Manager. 

11. Privacy Impact - none  

___________________________________________________________________ 
 
Author:           Alastair MacArthur, Ext 7363 
 
 

3  
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