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This report is private and not for public publication as it contains exempt

information relating to the financial or business affairs of a particular person as

defined in and paragraph 3 of Schedule 12A of the Local Government Act 1972

and publication is not in the public interest.
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Executive Summary

If the Committee are in agreement to the proposals, the next step will be to liaise with LGIM regarding 

the transition of assets and other implementation considerations such as currency hedging
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Current Portfolio Summary and Key Considerations 
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Equities
55%

Other
45%

Equity Portfolio Summary

•

UK (Active)
22%

Global Market 
Cap (Active)

24%

Global Regional 
(Active)

18%

Emerging 
Markets (TBC)

7%
Index Tracking
29% with LGIM

The focus of today’s discussion is on the index tracking portfolio managed by Legal & 

General Investment Management (“LGIM”)
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Emerging 
Markets 

16%

Global Multi-
Factor 
(RAFI)
42%

Low Carbon
42%

Current Target Index Tracking Portfolio

•
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Considerations for the Index Tracking Portfolio

The Committee should also ensure that any changes to the structure of the equity portfolio can 

be completed without reducing long term expected returns and maintaining diversification
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Analysis of Current Equity Portfolio
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Current Equity Portfolio – Fees and ESG

• LGIM apply a proprietary scoring approach to each 

company within their portfolios and for each of 

Environmental, Social and Governance factors. Although 

the Low Carbon Index is slightly higher than the broad 

index, both the RAFI and Emerging Markets funds have a 

lower ESG score.
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• The Fund’s fees are very competitive compared to what 

we see for similar sized mandates elsewhere.

• However, the overall cost of the index tracking portfolio is 

higher than an allocation to the simple market cap index. 

This is to be expected, given that both the Low Carbon 

and RAFI strategies are more complex in their index 

construction. P
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Current Equity Portfolio – Climate Risks 
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Current Equity Portfolio – Return and Diversification

•

•

•

-

FTSE All World
RAFI Multi-Factor 

Developed Index GBP

MSCI World Low 

Carbon Target Index 

GBP

FTSE World Emerging 

Markets

1 Yr Return 39.5% 38.6% 38.5% 40.5%

3 Yr Return (p.a.) 13.1% 10.4% 13.7% 7.4%
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Proposed Equity Portfolio - Objectives
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LGIM Future World Index
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•

•

•

•

•

Proposed Equity Portfolio – LGIM Future World
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LGIM Future World – Scoring Indicators  
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LGIM Future World – Portfolio Management 

Engagement with consequences – LGIM can divest

Source: LGIM
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Linking the strategy to the SDGs 

Provides broader exposure to the UN SDGs than the pure Low Carbon portfolio and RAFI

•
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Proposed Changes
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Proposed Index Tracking Equity Portfolio

Global Future 
World Index

84%

Emerging 
Market Future 
World Index

16%

•

•

•

•
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Current Equity Portfolio – Fees and ESG
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Current Equity Portfolio – Climate Risks 
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Summary and Next Steps
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Executive Summary

If the Committee are in agreement to the proposals, the next step will be to liaise with LGIM regarding 

the transition of assets and other implementation considerations such as currency hedging
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Important notices

References to Mercer shall be construed to include Mercer LLC and/or its associated companies.

© 2021 Mercer Limited All rights reserved.  

This presentation contains confidential and proprietary information of Mercer and is intended for the exclusive use of the 

parties to whom it was provided by Mercer.  Its content may not be modified, sold or otherwise provided, in whole or in 

part, to any other person or entity, without Mercer’s prior written permission. 

The findings, ratings and/or opinions expressed herein are the intellectual property of Mercer and are subject to change 

without notice.  They are not intended to convey any guarantees as to the future performance of the investment 

products, asset classes or capital markets discussed.  Past performance does not guarantee future results.  Mercer’s 

ratings do not constitute individualised investment advice. 

Information contained herein has been obtained from a range of third party sources.  While the information is believed to 

be reliable, Mercer has not sought to verify it independently.  As such, Mercer makes no representations or warranties 

as to the accuracy of the information presented and takes no responsibility or liability (including for indirect, 

consequential or incidental damages), for any error, omission or inaccuracy in the data supplied by any third party.

This does not constitute an offer or a solicitation of an offer to buy or sell securities, commodities and/or any other 

financial instruments or products or constitute a solicitation on behalf of any of the investment managers, their affiliates,

products or strategies that Mercer may evaluate or recommend.

For Mercer’s conflict of interest disclosures, contact your Mercer representative or see 

www.mercer.com/conflictsofinterest

23
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http://www.mercer.com/conflictsofinterest


Mercer Limited is authorised and regulated by the Financial Conduct Authority. Registered in England and Wales No. 984275. Registered Office: 1 Tower Place West, 

Tower Place, London EC3R 5BU
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