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PERFORMANCE OF THE FUNDS PORTFOLIO FOR THE QUARTER
ENDING 30 JUNE 2016

Report of the Treasurer

1.0 PURPOSE OF REPORT

1.1 To report the investment performance of the overall Fund, and of the individual
Fund Managers, for the Quarter to 30 June 2016.

2.0 PERFORMANCE REPORT

2.1 The Fund Analysis & Performance Report (Appendix 1) produced by BNY Mellon
Asset Servicing (MAS) provides a performance analysis of the North Yorkshire
Pension Fund for the quarter ending 30 June 2016.

2.2 The report highlights the performance of the total Fund by asset class against the
customised Fund benchmark. It also includes an analysis of the performance of
each manager against their specific benchmark and a comparison of performance
levels over time.

3.0 PERFORMANCE OF THE FUND

3.1 The absolute overall return for the quarter (+4.7%) was below the customised
benchmark for the Fund (+5.7%) by 1.0%.

3.2 The 12 month absolute rolling return was ÷7.3%, 2.3% below the customised
benchmark of +9.6%.

3.3 Absolute and relative returns over the rolling years to each of the last four quarter
ends were as follows.

Year End Absolute % Relative %
30 June 2016 +7.3 2.3
31 March 2016 ÷0.4 -0.7
31 December2015 +6.2 +1.5
30 September 2015 +5.7 +0.8

3.4 The performance of the various managers against their benchmarks for the Quarter
ended 30 June 2016 is detailed on page 8 of the MAS report and in Section 4
below. This performance is measured on a time-weighted basis and expressed as
a ÷1- variation to their benchmark.



3.5 The Appendices used in this report have been designed to present a fuller picture
of recent investment performance.

Appendix 2 Fund Manager Performance over the three years to 30 June 2016 in
absolute percentage terms from a starting point of “100”

Appendix 3 Solvency graph — this shows the key Asset, Liability and Deficit
figures in a simple graphical format

Appendix 4 Solvency position (in % and £ terms) since the 2004 Triennial
Valuation; this Appendix also shows in absolute terms the +1- in the
value of assets and liabilities of the Fund

3.6 The separate reports of the Investment Adviser and Investment Consultant explain
developments in the financial markets and in NYPF’s investments, and also look
ahead over the shod, medium and longer term.

4.0 FUND MANAGER PERFORMANCE

4.1 In monetary terms, the absolute return of +4.7% in the Quarter increased the
invested value of the Fund by £130m. This Quarter 2 managers/funds outperformed
their respective benchmarks, one matched their benchmark and 9 underperformed
against their respective benchmarks. At the end of the June 2016 quarter the value
of the Fund was £1 78m above the value at the end of June 2015, an increase of
7.5%.

Overseas Equities

4.2 Fidelity produced a relative return in the quarter that matched the benchmark
return of +7.4%. Relative performance over the year to June 2016 was -1.8%
against the benchmark of 1 Q.5%. Over the lastS years the manager has exceeded
the benchmark by +0.6% p.a. (gross of fees).

Global Equities

4.3 The Global Alpha fund managed by Baillie Gifford returned -1.8% for the quarter
against a benchmark return of +8.8%. Relative performance over the longer term
was -1.8% over 1 year and +1.8% p.a. over 5 years. Since inception in 2006, the
Fund has outperformed the FTSE All World by 1.9% p.a.

The LTGG fund, also managed by Baillie Gifford produced a return for the quarter
of +7.4% against a benchmark return of +8.8%. LTGG is a relatively concentrated
fund and short term volatility is to be expected. Relative performance over the
longer term was -0.7% over 1 year and +3.3% p.a. over 5 years.

The recently invested Global equity funds Veritas and Dodge & Cox returned
+6.1% and +8.7% respectively against the MSCI All Country World benchmark of
+8.8%. Both managers invest on a global unconstrained basis so this benchmark
is for performance measurement purposes only. Since inception in April 2015
Veritas returned +6.9% and Dodge & Cox -2.5% against the benchmark return of -

4%.



UK Equities

4.4 Standard Life produced an absolute return of -6.3% for the quarter. This
represents an underperformance against a benchmark return of -3.4%. Relative
performance for the year was a disappointing -8.3% against the benchmark of -

5.8%. Relative annualised performance over the longer term was -1.5% pa over
five years.

Fixed Income

4.5 ECM produced 0.6% relative against cash (÷0.1%) for the quarter and also 0.5%
relative for the year. Annualised performance for the 5 years to June 2016 was
÷1.9% relative against a benchmark of +0.5%.

4.6 The investment in Gilts with M&G slightly underperformed against the liability
matching benchmark of +13.1% for the quarter to March 2016 by -0.2%.
Performance for the year was ÷1.3% above the benchmark return of 21.1%, and
annualised performance since inception in 2010 was +0.8% pa above the
benchmark of +10.9%.

Property

4.7 The investments with Hermes, L&G and Threadneedle produced -0.1%, -3.9%
and -5.4% respectively in relative terms, against the property index for each
manager in the quarter to June 2016.

4.8 Over the year to June 2016 Hermes outperformed against the benchmark,
returning in absolute terms +10.8% against a benchmark of 8.9%. L&G and
Threadneedle underperformed returning +2.5% and +2.9% respectively in absolute
terms against the benchmark of +7.2%.

Diversified Growth Funds

4.9 The Investment with the Standard Life Global Absolute Return Strategy (GARS)
Fund produced a relative under-performance for the quarter of -1.2% against a
cash benchmark of +0.1%. The Newton Investments Real Return Fund produced
a relative over-performance for the quarter of 4.1% against the same cash
benchmark.

4.10 Over the period since inception in March 2013, in absolute terms, Standard Life
returned ÷2.3% pa against cash of ÷0.5% and a performance target of +5.5% and
Newton +3.9% pa against cash of +0.5% and a performance target of +4.5%.

5.0 RISK INDICATORS

5.1 The Report (pages 10 and 11) includes three long-term risk indicators.

5.2 The Fund’s annualised Standard Deviation, which is a reflection of volatility, was
7.5% for the rolling three year period to June 2016, 0.8% above the benchmark.



5.3 The Sharpe Ratio is a measure of how well the return compensates an investor
relative to the risk taken. A higher Sharpe Ratio reflects a better return for a given
level of risk or lower risk for a given level of return. The ratio for the Fund for the
rolling three year period to June 2016 is +0.1% above the benchmark.

5.4 The Tracking Error figure reflects how closely a fund manager’s actual return
follows their respective benchmark. As at June 2016 the figure was 2.4%.

5.5 The Information Ratio is a measure of excess returns in relation to the benchmark
and the consistency of those returns. A high IR could be derived from a high
portfolio return, a low benchmark return and a low tracking error. For the period up
to June 2016 the ratio for the Fund was +0.6%.

6.0 SOLVENCY

6.1 The solvency position is presented in Appendices 3 and 4. As at 31 June 2016
the estimated solvency was 81%. This is a 9% increase from the solvency figure as
at 31 March 2016 and is also an increase of 8% from the 2013 Actuarial Valuation
figure.

6.2 This increase in solvency is due primarily to changes in the assumptions used. In
previous quarters liabilities have been valued on a Gilts basis as this was the
approach used at the 2013 Triennial Valuation. For the June quarter, the
provisional 2016 Triennial Valuation assumptions have been used which include
the discount factor based on the Fund’s assets rather than on Gilts.

7.0 REBALANCING

7.1 As discussed at the PFC meeting on 7 July 2016, an opportunity arose in the
quarter ending 30 June 2016 to purchase additional units in the Threadneedle
Property Fund. In total an additional £65m was invested with Threadneedle in the
quarter increasing the investment in the TPEN fund to £145m. £25m of this was
disinvested from Standard Life and the remaining £40m used up the Funds
accumulated cash surplus, supplemented by a short term borrowing arrangement.
This arrangement will need to be addressed by a small disinvestment
(approximately £1 5m) from one of the Funds investment managers in September.
Officers will discuss the most appropriate approach with the Fund’s Investment
Consultant and will update Members at the meeting.

8.0 PROXY VOTING

8.1 The report from PIRC is available on request summarising the proxy voting activity
in the period April 2016 to June 2016. This report covers the votes cast on behalf
of NYPF at all relevant company AGMs in the period and includes an analysis of
voting recommendations at selected meetings and responses to company
engagement.



9.0 RECOMMENDATION

9.1 Members are asked to note the investment performance of the Fund for the Quarter
ending 30 June 2016.

GARY FIELDING
Treasurer
Central Services
County Hall
Northallerton

6 September2016
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