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Committee:  

London Borough of Merton Pension Committee Date: 21 July 2020

London Borough of Merton Pension Board  Date: 29 June 2020

Wards:  All

Subject:  Merton Pension Fund Performance – December 2019 & March 
2020

Lead officer:      Caroline Holland - Director of Corporate Services

Lead member:  Councillor. Mark Allison.

Contact officer:  Roger Kershaw- AD Resources

This is a Public Document 

RECOMMENDATION

Members are asked to note the content of this report, in particular, the market values and 
performance of the total fund and component portfolios for the quarters ending 31 Dec 
2019 and 31 March 2020, attribution of the results and the market environment during the 
period.

1.0 PURPOSE OF REPORT
1.1 To report the investment performance at total Fund level, and of the individual fund 

managers, for the quarters ending 31 Dec 2019 and  31 March 2020. The report 
highlights the performance of the total Fund by asset class compared to the 
customised benchmark.

1.2 The report gives the Committee a consistent basis on which to review the 
performance of the Fund as at 31 Dec 2019 and 31 March 2020. The report provides 
information to support future actions including periodic rebalancing and review of 
investment strategy and investment management arrangement.

2.0  FUND PERFORMANCE 
2.1 The attached Fund Analysis & Performance Report (Appendix 1) produced by the 

Fund’s investment and performance consultants JLT Employee Benefits provides 
useful analysis and insights of the Pension Fund activities and results for the 
quarters ending Dec 2019 and  March 2020.
The table overleaf shows the performance for the two quarters.
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2.2   Over the 3 months to 31 December 2019, total Fund assets returned 1.6% 
compared to the target of 1.3%. This equates to outperformance by 0.3%. The 
Fund's total market value increased by £17m over the quarter, from £69.7m to 
£786.7m. Over the last 12 months, the Fund performance was 18.0%, and 3 year 
annualised performance was 8.7%. The annual performance target is 5.5%.

2.3      Over the 3 months to 31 March 2020, total Fund assets returned a negative 
12.5% compared to the target of 1.2%. This equates to underperformance by 
13.5%. The Fund's total market value decreased by £98.7m over the quarter, from 
£787.2m to £688.5m. Over the last 12 months, the Fund performance was -4.3%, 
and 3 year annualised performance was 1.6%. The annual performance target is 
4.8%.

2.4      The table below shows the total fund valuation and the movements in 
investments during the respective quarter. 
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2.5    It is important to note following a 12% fall between December and March. (4% 
annual drop) the Global equities rose since April 2020. Prices were supported by 
hopes of recovery, both in terms of economic activity and the pandemic, and by the 
practical impact on markets of the huge flows of money being created by central 
banks. This is reflected in the increase in the asset value by £83m showing an asset 
value of £771m as at end og May 2020. 

2.6 The Fund is an open fund and long term investment focused. The Fund will continue 
work on this basis and avoid crystallising any losses from the short term events. 

2.7 The following graph illustrates the Fund’s market value trend over the past 5 years 
and as at 31 March 2020.  It shows that in this period the Fund value has appreciated 
by £159m or 23%. Also shown is the May 2020 value that shows an increase of 
£84m since March 2020.
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3.0     Market Background/Outlook
3.1 Uncertain due to the COVID-19 Pandemic. The broad upward trend in markets for 

risky assets seen in recent years came to an abrupt end from late February, as it 
became clear that the COVID-19 virus was likely to spread worldwide.

3.2 COVID-19 and the resulting government actions have caused what is likely to be 
the sharpest contraction in economic growth in history.More update can be found in 
the Performance report.

4. OTHER ISSUES AFFECTING THE FUND 
4.1    none

5.        FINANCIAL, RESOURCE AND PROPERTY IMPLICATIONS
5.1 All relevant implications are included in the report.

6.  LEGAL AND STATUTORY IMPLICATIONS
6.1 All relevant implications are included in the report.

7. HUMAN RIGHTS, EQUALITIES AND COMMUNITY COHESION IMPLICATIONS
7.1 N/A

8.        RISK MANAGEMENT AND HEALTH AND SAFETY IMPLICATIONS
8.1 Risk management is an integral part of designing the investment portfolio of the 

fund.

9.        BACKGROUND PAPERS
9.1 JLT Employee Benefits performance report.
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