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PENSIONS INVESTMENT SUB COMMITTEE 
29 SEPTEMBER 2022 
 
STRATEGIC ASSET ALLOCATION UPDATE AS OF THE 30 
JUNE 2022 AND PRELIMINARY RESULTS OF THE 
PROVISIONAL 2022 ACTUARIAL VALUATION 
 
Recommendation 

 
1. The Chief Financial Officer recommends that the Pensions Investment Sub 

Committee (PISC) note and comment on: 
 

a) The Funds Strategic Asset Allocation update; and 
 

b) The preliminary results of the provisional 2022 Actuarial Valuation. 
 
Background and purpose 
 
2. The purpose of this report is to provide members with an update on the Funds 
strategic asset allocation as at the end of June 2022. 

 
3. The following paragraphs provide PISC with an update as to how the assets are 
performing against the Funds 3 to 5 year strategic asset allocation targets set from the 1st of 
April 2020. 
 
Current Equity Performance and actual allocation versus target allocation as at the 
end of June 2022. 
 
Table 1 Current Equity Performance and actual allocation versus target allocation as at 
the end of June 2022 
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4. Table 1 above shows the current actual Fund allocation of the Fund’s assets 
compared to the revised strategic asset allocation targets being 70% Equities, 20% 
Property & Infrastructure and 10% Fixed income with effect from the 1st of April 2020.  
 
5. The overall allocation to equities as detailed in table 2 is 71.4% (74.4% March 2022) 
compared to a target of 70%. This has reduced since March due mainly to a reduction in 
the equity markets due to the impact of inflation, cost of living increases and the Ukraine 
/ Russia conflict. The Fund has also made a number of infrastructure investments during 
the last 3 to 4 months and incurred some capital calls which will be reflected in the next 
quarters report. 
 
6. Table 2 below shows the overall Equity performance of the Fund over the past 3 years 
and since inception up to the end of June 2022. The table highlights that Market cap 
passive funds have not performed as well compared to the Alternative Factors (around 
1.3% better) and the Active equities (0.3% worse) since exception (December 2015). 
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Table 2 Equity Performance as at the end of June 2022 
  

 
 
 
Passive Market Cap 
7. From a passive point of view the North America fund (includes Canada allocation of 
just over 4%) has performed far better than the European Fund which in turn has 
performed well against the UK FTSE Market cap Funds since inception. The previous 
larger underweight position in asset allocation in the UK compared to the US overweight 
before rebalancing back in September 2021 has helped cushion the low performance 
return of the UK FTSE for the Fund. The overall passive actual allocation is just over 
2.2% over target and the Equity Protection has been pro-rated over the existing Market 
cap indices.  
8. This should continue to reduce over time as the fund invests into Property and 
Infrastructure in line with the overall target allocation at the moment. Committee are 
asked to note that the funding for the capital draw downs will be taken from the North 
American passive market cap fund to help reduce the overweight us position against the 
Funds Strategic target asset allocation.  
 
9. The performance of the market caps may also be explained by the market sector as 
the US has a substantial investment in the technology sector compared to the UK and 
European markets as shown in Table 3 below. 
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Table 3: % Passive Market Cap Sector allocation June 2022 
 

 
 
Review of Regional weights compared to global index 

 
10. Equities are primarily split on a regional geographic basis, except for the alternative 
indices’ allocation in the passive equity portfolio, which is on a global basis. All active 
equity indices are 'Market Cap' based, whilst the passive allocation is 'Market Cap' 
based for the developed regional equity investments and a mix of alternative indices for 
the global allocation. 
 
11. It is worth pointing out that our own regional equity asset allocation in table 4 below, 
and our benchmark, is significantly different from the makeup of the global index. 
Members need to be mindful of this and remain comfortable with the position. 
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Table 4 sets out the Fund's equity exposure via regional portfolios relative to the 
MSCI All Country World Index (ACWI) as of  June 2022. 
 

 
 
12. Compared to the MSCI All Country World Index the Fund has a large underweight to 
North America, a large overweight to the UK. Over the long term the process of 
determining regional weights is likely to be a major driver of the Fund's equity allocations 
performance.  
 
13. Performance of regional vs. global allocations will fluctuate over time but investing 
via a series of regional weightings does offer the Fund better opportunities to fully tailor 
regional weights and provides the option of dynamic asset allocation by the Pension 
Fund 

 
Overall Geographical Split of the Funds Total Assets under Management June 2022 
14. Table 5 below shows the overall Geographical Split of the Fund’s Total Assets under 
Management as at June 2022 taking on board its allocations to Fixed Income, Property and 
Infrastructure. This demonstrates the diversification of the assets in the Fund. 
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15. The preliminary results at a total Fund level are shown in table 1 below. The Fund's 
funding level has increased from 91% funded at 31 March 2019 to 100% at 31 March 
2022 (based on the Reduced discount rate plus short term pay at 4% per annum) . This 
has been updated for employers actual member data, demographic & mortality 
sensitivities and inflation and discount rate (Funds rate of investment return) sensitivities. 
 
16. PISC is asked to note that these are only preliminary results and the Funding level 
and forecast contributions will vary per employee. The reduced discount rate option is 
main proposal for the scheme and we are exploring the other options particularly the 
moderate stagflation option as a potential alternative dependant on employers 
circumstances. 

 
17. The Fund is really mindful of the inflation issue and the potential cashflow increases 
this will make on the Fund. This is where the Investment Strategy will look to take on 
board the implications of the Funding strategy when it is reviewed over the next 3 to 6 
months. 

6%
7%

30%

28.1%

19%

10% Japan

Asia Pacific ex Japan

UK

North America 

Europe 

Emerging Markets

WPF Geographical Split of the Fund June 2022



 
Pensions Investment Sub Committee – 29 September 2022 

 
Table 1 Whole Fund Preliminary Results

 
 
 
Contact Points 
Rob Wilson 
Pensions Investment, Treasury Management & Capital strategy manager 
Tel: 01905 846908 Email: RWilson2@worcestershire.gov.uk 
 
Background Papers 
In the opinion of the proper officer (in this case the Chief Financial Officer) there are no 
background papers relating to the subject matter of this report. 
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