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Investment monitor

Investment monitoring is
an essential part of
carrying out stewardship
responsibilities, argues
former Safeway Pension
Scheme pensions
manager PETER BAKER

I TEND to think there i a fundamental
observation that should e at the heart of any
pension professional’s approach towards the
profession.

This observation is that mast people are
obliged to spend their ives on really guite
meadest mcomiss and have to achieve all the
satisfactions they can within the constraints of
that income, IF they are fortunate encugh to be
memberss of a company pension scheme, that
company pension will be a significant part of
their retirement income.

WHY SHOULD PENSIONS PROFESSIONALS
KEEP THIS THOUGHT AT THE FROMT OF THEIR
MINDS? The answer is that their work within
thee pensions industry will almosr evitably
Irvahve them in talking about some big figures
Very big figures, Which presents a problerm,
because in my experience when figures start
acquiring a plethara of noughts at the end of
theerm they have an unfortunate tendency fo
stop looking real.

If you owe & credlt card company § 3000
that's real encugh. But If you start talking about
§3bn then you are in a different league as far as
rieality is concerned. Such a surm ceases to ook
like money that you can use to buy food, a pair
of shoes or a child's school uniform, and starts
looking ke nothing to which you can readily
refate,

But that gigantic figure is, of course, the sort
of figure & pension scheme might need if s
gring o safeguard the retirement of tens of
thousands of beneficiaries: thar is, those who In
sarme cases will have scrimped and saved to be
able tor contribute to their company penshon
scheme. Peopbe administering the scheme do
need an acute sense of reality as far as large

sums of money are concerned. Depart from
that sense of reality, let yourself forget even for
a mioment that three billion pounds ks anything
less than a vast amount of real money which
real people need in coder to fund thelr real
retirerments, and you're in the realm of Roben
Maowel: a woid where greed is more
important than decency and where the pecple
whose maney you are [ooking after are not
BEn as important.

Being responsdile for a large pension fund
may nol supericially seem a5 glamorous as
soime caneers which the media makes a fuss
about. Yet IF you think abaouwt it, what is mose
important - safeguarding the retirement of tens
of thousands of people or singing a pop song
which will be fargoiten in a monih's fime from
el And there is a greal sense of pride in
being given the responsibility of stewardship
which has uitimarely a glamour all of s cwn.

We are all In a sense stewards of something
and often of many things. We are stewards. of
our children’s health and happiness, we are all
stewards of the planet during our tenure on it.
If we are bosses or heads of departments we
are stewards of the careers of our junior
cofieagues, itself a mighty responsibility,

Iri these cases it is our job to take every step
we can to justify our responsibility for

stewardship on an ongoing basis. If our chifdren
are I, we take them to the doctor. IF one of

LR fUnkor collesgues is upsel of has & problem
with thelr career, we seek to help them.

And in the same way, If we hawe the slightest
susplclon that 2 pension fund for which we are
responsible may be losing money — or may be
in danger of losing money ~ because of the
acions of a fund manager, custodian or other
party, do we ignore this concern and shove i
under the office carpet? Do we prefend
doesn't exise?

Mot if we are worth our professional salt we
don't, We attend to the [ssue. Amd that is wiy |
have been a keen atdvocate of investrment
monitaring since | first installed an imvestrment
manitoring solution within the offices of the
Safeway Pension Scheme In 1091,

Why did | do this? i was not because 1 am
inherently a distrustfl pesson, nor because |
have 2 fow opinion of my cobeagues in other
professional disciplines. | installed) investrment
mednlitoning software because | was responsible
to all of the members of the S5cheme and
wanted to make sure that every penny of the
Scheme was properly accounted for, Lists of
hmoldings which constitute the imestrment
partfolio held by a pension scheme can easily
run to several dozen pages. Thousands of

transactions take place throughout the year.
Millsons of pounds flow in as dividends and
lrderest payments, One kost dividend can cost
a humdred thousand pounds. Even a iy slip in
calculations can have enormous CORsEgUEnCes
Furthermere, with cross-border investment the
inherent complexity is multiplied due to the
challenges of worldng with custodians and sub-
custodians in a varety of markees.

The bottom line is that people carmying out
clerical work can easity make mistakes, All day
they are working with Fgures: no one is
imimune to getting tired or fosing concentration.
And although computers play a key role in fund
Atcounting, it st never be forgotten that
data needs to be entered into computer
systems and that the entry process can be
enormously prone o emor,

Ar Saleway, the decision o implerment an
effective imestment monitoring system was
helped by the retaller's cubture of excellence
which created an enwironment where erors -
even the possibility of errors — were anathema.
This cultural point was re-enforced by the
merger between food retatler Argdl and
Safeway in 1987, This ked to the Safeway and
Argydl pension schemes being menzed, creating
a new pension scheme and a new pension fund
with more than §450m on its book. By wsing
investment meonitoring software | was able to
be certain that | was protecting, and accounting
fon, ewery penary of the scheme's assets,

Crite apart from the importance of
imeestment maonitoring soffbware as an everyday
to fior ensuring the accuracy of the assets and
income of the Scheme, | have also found from
my experience at Safeway, that investment
mienitoring selutions are particularly useful
during a fund transition, How else can you
condrol and account for the huge volumse of
transactions imvohed and the recondllation of
each and every portioko as you move through
a transition? But the use of the right investment
monitoring schwtion can make you feel
confident that you are discharging your
respomsibifities of stewardship in relation to the
new portfolios as you did with the oid
peartfalios, You can move ahead to the funuee
with the secure knowledge thatl you are doing
your duty to your pension scheme, your
trustees and wour beneficianes. G

Peter Baker was pensions managers of the
Safeway Pension Scheme between [987 and
2001, He Is an executive director at Euraplan




