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Investment Philosophy�‹�÷
û�š�‹�÷
û�š�‹�÷
û�š�‹�÷
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1. Holistic approach to enhance performance over an 
investment cycle �ž�ï�u�d�Ð�Œ�•�‹�÷	d
ü�ž�ï�u�d�Ð�Œ�•�‹�÷	d
ü�ž�ï�u�d�Ð�Œ�•�‹�÷	d
ü�ž�ï�u�d�Ð�Œ�•�‹�÷	d
ü

2. Disciplined processes provide validation and transparency
�u�¤�•�”�•�Ó�g�V�˜�Ô	ë�u�¤�•�”�•�Ó�g�V�˜�Ô	ë�u�¤�•�”�•�Ó�g�V�˜�Ô	ë�u�¤�•�”�•�Ó�g�V�˜�Ô	ë

3. Diversification of asset classes�÷���•�L�•�÷���•�L�•�÷���•�L�•�÷���•�L�•

4. Market inefficiencies provide opportunities for active 
management���¯
÷���ñ
a�è���%
û�<���²�����¯
÷���ñ
a�è���%
û�<���²�����¯
÷���ñ
a�è���%
û�<���²�����¯
÷���ñ
a�è���%
û�<���²��

5. Innovative and yet prudent approach to produce consistent 
performances�Ì���Ö���è	1�‹�÷�7�{�Ð	…

�y�Ü�ƒ�ô�Ì���Ö���è	1�‹�÷�7�{�Ð	…

�y�Ü�ƒ�ô�Ì���Ö���è	1�‹�÷�7�{�Ð	…

�y�Ü�ƒ�ô�Ì���Ö���è	1�‹�÷�7�{�Ð	…
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Investment Planning Cycle�‹�÷�u�d
L�Ó�‹�÷�u�d
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Asset Allocation Policy
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Investment Objectives
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FUND 
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Active management
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Added value
	u���h�:
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¢
��G

(Peer or Customised)
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Long term
surplus/solvency
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Financial Risk Management �¤�¤�¤�¤�í���í���í���í�� TPTPTPTP�%
û�%
û�%
û�%
û

1. Investment risk �‹�‹�‹�‹�÷���`�÷���`�÷���`�÷���` (�÷���Ý�Ñ�÷���Ý�Ñ�÷���Ý�Ñ�÷���Ý�Ñ , ��
÷�—����
÷�—����
÷�—����
÷�—�� @-@-@-@-��������� �̀`�`�` �

2. Liquidity risk 
L�ï�÷	n��
L�ï�÷	n��
L�ï�÷	n��
L�ï�÷	n�� �`�`�`�`

3. Credit risk 	~�J��	~�J��	~�J��	~�J�� �`�`�`�`

4. Operational risk �������`�������`�������`�������`
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Investment Risk Control

1. External consultants assist in strategy formulation and 
manager selection�‹�÷�}
��0���{�s�‹�÷�Ü���—�G�Z�‹�÷�}
��0���{�s�‹�÷�Ü���—�G�Z�‹�÷�}
��0���{�s�‹�÷�Ü���—�G�Z�‹�÷�}
��0���{�s�‹�÷�Ü���—�G�Z
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û
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û
�	n�–
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2. Compliance monitoring against investment policies and 
guidelines���˜�‹�÷
��Ü�—
��§���˜�‹�÷
��Ü�—
��§���˜�‹�÷
��Ü�—
��§���˜�‹�÷
��Ü�—
��§

3. Independent valuation and reconciliation of investment 
portfolios �Ñ�E�	�Á�÷�����—�‹�÷�4�}�Ñ�E�	�Á�÷�����—�‹�÷�4�}�Ñ�E�	�Á�÷�����—�‹�÷�4�}�Ñ�E�	�Á�÷�����—�‹�÷�4�}

4. Periodic performance review and board reporting
�s�Z�{�À���s�Z�{�À���s�Z�{�À���s�Z�{�À�� �]�]�]�]@-@-@-@-�ô�‹�÷�—
�	n�–
û	1	d
ü�ô�‹�÷�—
�	n�–
û	1	d
ü�ô�‹�÷�—
�	n�–
û	1	d
ü�ô�‹�÷�—
�	n�–
û	1	d
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Liquidity Risk Control

1. Designate separate liquidity portfolios�ü�{
L�ï�÷	n�4�}�ü�{
L�ï�÷	n�4�}�ü�{
L�ï�÷	n�4�}�ü�{
L�ï�÷	n�4�}

2. Setting appropriate investment objectives (principal 
preservation, liquidity, low volatility) �‹�÷�>�Q�Ð	…�!�����‹�÷�>�Q�Ð	…�!�����‹�÷�>�Q�Ð	…�!�����‹�÷�>�Q�Ð	…�!����
�`�—
L�ï�¤
a�Ì�`�—
L�ï�¤
a�Ì�`�—
L�ï�¤
a�Ì�`�—
L�ï�¤
a�Ì

3. Back-stop bank line�Â�4�¬�é	~�J�Â�4�¬�é	~�J�Â�4�¬�é	~�J�Â�4�¬�é	~�J
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Credit Risk Control

1. Policies on counterparty credit quality, transaction 
type, maturity limits �L�Ð�™�«�p	~�J�H���L�Ð�™�«�p	~�J�H���L�Ð�™�«�p	~�J�H���L�Ð�™�«�p	~�J�H�� (�@
û�@
û�@
û�@
û),�L�Ð�L�Ð�L�Ð�L�Ð
���Ê�—�L�Ð�£�Z���Ê�—�L�Ð�£�Z���Ê�—�L�Ð�£�Z���Ê�—�L�Ð�£�Z (�B
û�B
û�B
û�B
û )

2. Control limits for each counterparty including off 
balance sheet transactions
Ü�3�`� �L�Ð�B
Ü�3�`� �L�Ð�B
Ü�3�`� �L�Ð�B
Ü�3�`� �L�Ð�B 
û
û
û
û

3. Periodic review of approved counterparties with 
addition/deletion where appropriate�s�Z�ÿ�s�Z�ÿ�s�Z�ÿ�s�Z�ÿ �Á�L�Ð�™�Á�L�Ð�™�Á�L�Ð�™�Á�L�Ð�™
�«	1	~�J���`�«	1	~�J���`�«	1	~�J���`�«	1	~�J���`
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Operational Risk Control

1. Assets held by external custodians�÷���œ�%�3	…�%�÷���œ�%�3	…�%�÷���œ�%�3	…�%�÷���œ�%�3	…�%

2. Dividends, interests and corporate actions 
administered by custodians	H�’	H�’	H�’	H�’ , ���’�7���’�7���’�7���’�7 �œ�%�3�L�¯�œ�%�3�L�¯�œ�%�3�L�¯�œ�%�3�L�¯

3. Internal controls on management of liquidity portfolio
�ƒ�•��
s
L�ï�÷	n	1�%
û�ƒ�•��
s
L�ï�÷	n	1�%
û�ƒ�•��
s
L�ï�÷	n	1�%
û�ƒ�•��
s
L�ï�÷	n	1�%
û
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Liquidity 
L�ï�÷	n
L�ï�÷	n
L�ï�÷	n
L�ï�÷	n

Domestic Equity �!�†	H���!�†	H���!�†	H���!�†	H��

Global Equity �é
ú	H���é
ú	H���é
ú	H���é
ú	H��

Global Bond �é
ú�˜9å�é
ú�˜9å�é
ú�˜9å�é
ú�˜9å

Alternative Investments �ü�Ê�‹�÷�ü�Ê�‹�÷�ü�Ê�‹�÷�ü�Ê�‹�÷

Asset Distribution �÷���‰�	�÷���‰�	�÷���‰�	�÷���‰�	

(Long Term and Working Capital 	o�Z�÷���—�Ü���÷	n	o�Z�÷���—�Ü���÷	n	o�Z�÷���—�Ü���÷	n	o�Z�÷���—�Ü���÷	n )

Internally Managed �ƒ�•�%
û�ƒ�•�%
û�ƒ�•�%
û�ƒ�•�%
û

Externally Managed ���•�%
û���•�%
û���•�%
û���•�%
û

Data as at 31 March 2008
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*All data based on survey responses, for North America n=167

**2003 was the first year for which information on use of real estate was collected.

Source:  The Russell Research, The 2007-2008 Russell Survey on Alternative Investing

Mean Strategic Allocation to 
Alternative Investments
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Source:  The Russell Research, The 2007-2008 Russell Survey on Alternative Investing

Mean Strategic Allocation to 
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*All data based on survey responses, for Australia n=18

**2003 was the first year for which information on use of real estate was collected.

Source:  The Russell Research, The 2007-2008 Russell Survey on Alternative Investing
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MSCI World Index = �0�Å�S�o���È
z
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z
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��3
��G
Total Hedge Funds = �d�•�™�±
�	n�d�•�™�±
�	n�d�•�™�±
�	n�d�•�™�±
�	n
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��G
S&P 500 Index = �Q�7�O�ÿ�Q�7�O�ÿ�Q�7�O�ÿ�Q�7�O�ÿ 500
��G
��G
��G
��G
Lehman Global Aggregate = Lehman �é
ú�˜�&�5�}
��G�é
ú�˜�&�5�}
��G�é
ú�˜�&�5�}
��G�é
ú�˜�&�5�}
��G
3M T-Bill = 3M �„�&�„�&�„�&�„�&

�l�u
��G
��B	1�‹�÷���`�V�ƒ�ô�l�u
��G
��B	1�‹�÷���`�V�ƒ�ô�l�u
��G
��B	1�‹�÷���`�V�ƒ�ô�l�u
��G
��B	1�‹�÷���`�V�ƒ�ô



17

Average Monthly Return of total hedge funds with 
MSCI World  (TR) May 2002 – Mar 2008
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