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A G E N D A

• Background

• Objectives

• Structure options

• Focus on infrastructure and asset pooling

• Conclusions
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B A C K G R O U N D

Objectives

Best 

Practice

Data
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O B J E C T I V E S

Reduce costs

Increase efficiencies

Professionalise decision making

Increase returns

Do things “better”

Do “new” things

Reduce risk

Internal management
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T H E  S I T U AT I O N  I N  S C O T L A N D

3 1  M A R C H  2 0 1 5

• Total assets of £35bn 

• 66% equities, 13% bonds and 21% alternatives.  

• Relatively low investment fees 

• Investment returns of 8.1% p.a. over the last 5 years (range 6.1% to 9.6%)

• The average added value from active management over the last 5 years 

was 0.7% p.a. (range -0.8% p.a. to 2.6% p.a.).
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S I X  O P T I O N S

Aggregate 
fees

Joint 
procurements

Risk 
management 

options

Return 
enhancements

Joint 
infrastructure 

investing
Asset pooling

OBJECTIVE DEPENDENT
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F O C U S  O N  I N F R A S T R U C T U R E

Strategic appeal

Long term investor advantage

Fee savings through scale

Investment options increase through scale

Network advantages
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F O C U S  O N  A S S E T  P O O L I N G

B E N E F I T S

Leverage scale
Larger 

opportunity set
Professional 

decision making

Greater control  
Risk 

management 
Faster 

implementation  

Improved 
transparency

Reduced 
resource 

demands at a 
local level

Reduced costs 
of change
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F O C U S  O N  A S S E T  P O O L I N G

C H A L L E N G E S

Set-up costs

Ongoing 
operating 

expenses and 
governance costs  

Shared vision, 
goals, purpose

Loss of control for 
individual funds

Timeframe for 
success

Expertise 
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C O N C L U S I O N S

Objectives are 
key

Priority order

Research

Not all options are mutually exclusive
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I M P O R TA N T  N O T I C E S

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

© 2018 Mercer LLC. All rights reserved.

This 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 individualized 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 the most recent approved ratings of an investment strategy, and a fuller explanation of their meanings, contact your Mercer 

representative.

For Mercer’s conflict of interest disclosures, contact your Mercer representative or see www.mercer.com/conflictsofinterest.

.

http://www.mercer.com/conflictsofinterest
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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


