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Summary

1.1. This reports sets out the investment case for residential property which includes the
recommended investment criteria which will be used to guide the selection process and seeks
agreement to follow a direct investment approach in selecting a suitable pooled fund.

2.

Recommendations

2.1

The Committee approve the proposed investment in residential property of between 2% and 4%
of Fund assets following the process as set out in this report.

2.2

That a report is brought back to the Committee to approve the proposed investment fund.

3.

Background

3.1

At the last Pension Committee meeting it was agreed that we would undertake some research
into investment in the residential property market. The aim is that the inclusion of residential
property will offer diversification within the investment strategy and longer-term investment could
achieve returns of between 6% and 7%.
Hymans Robertson’s report attached at appendix A sets out the case for residential property
investment and the process we would need to follow to select and invest with a provider.

3.2
4

Issues

4.1

The suggested criteria for considering a residential property investment is as follows:







4.2

the mandate should be 100% focussed on the UK;
the mandate should be focused on the Private rented sector residential with a
preference for high quality housing;
the target return should be in the region of 6-7% p.a. or RPI plus 3-4%p.a. net of fees;
the mandate size will initially be in the region of £10m to £20m;
the manager should have significant expertise in managing UK property investment
including residential property and be of sound financial standing, and;
the mandate should ideally have diversified UK exposure rather than specific
geographical focus.

Under the Local Government Pension Scheme regulations, manager appointments need to be
carried out using the full OJEU procurement procedures. However direct investments can be
made by funds without following these procedures. Where a Fund decides to purchase shares
or units in an existing pooled fund this is interpreted as a direct investment rather than a
manager appointment. This allows the investments to be made using a more streamlined and
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cost effective selection process.
5
5.1

5.2

6

Impacts and Implications
Financial
The proposed investment in residential property would constitute between 2% and 4% of the
Pension Fund with a value of between £10-20m. The investment is in line with the investment
strategy as the Fund has a target exposure to property of 10% with current exposure at only
6%.
Legal
The approach being recommended by Hymans Robertson is to invest into an existing fund. The
Pension Fund would be part of a larger fund and subject to the terms of the prospectus of the
fund rather than having any contractual relationship. This appears to be a direct investment into
a pool rather than a manager appointment. Therefore unlike the manager appointment which is
subject to the Public Contract Regulations 2015 (“PCR 2015”), this direct investment is not
subject to the PCR 2015. However, it is subject to the Pension Fund’s Statement of Investment
Principles, its Investment Policy and any other internal processes of the fund which is relevant
to what is being proposed.
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