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Stratford Liberal Democrats Press Release 20th October 2008

Warwickshire Local Government pension funds losses could have exceeded £100 million

in the credit crunch
The credit crunch could eventually hit Council Tax payers hard through the Councils’ pension scheme, warned the Liberal Democrats today.

The Warwickshire Local Government Pension Fund is run by the County Council on behalf of a number of local government and similar bodies throughout the County. There are a total of 51 organisations in the fund, including 4 private schools in Solihull and Warwick.

The County-wide fund held assets of £989 million at the end of March 2008, with investment split across nine fund managers. With the majority of the fund at the end of March held in UK or Global equities, unless protective measures have been taken the pension fund losses are likely to have significantly exceeded £100 million.

At the end of March 2008 Stratford District Council’s share of the county wide local government pension scheme was already £22 million in deficit, with assets of £49 million against liabilities of £71 million. With some two thirds of the District Council share of the pension fund invested in equities at the end of March, recent market movements could have increased this deficit significantly.

Liberal Democrats are asking for an update on the situation and whether there will be any impact on Council tax payers.

‘Pension funds are managed over a very long timescale’, said Cllr Peter Moorse (Lib Dem Stratford), ‘but the potential size of the losses in the pension fund from the credit crunch must be worrying. Pensions are a major cost to the Council – current service costs for the District Council last year ran at 17% of pensionable salaries and, including other costs – such as past service – came to 25% of pensionable salaries’.

At the end of March 2008 the Warwickshire Local Government Pension Fund was mainly invested in UK and global equities, but £53 million was invested through Blackstone Group International, a well known hedge fund. Additionally, at that point the fund had lent stock with a value of £62 million to other organisations, a process usually associated with short selling.

Notes:

- Stratford District Council annual accounts, 2007/08, Notes to the Core Financial Statements, Note 5.

- Warwickshire Local Government Pension Fund report to 31st March 2008.

- FTSE 100 index at 31st March (date of valuation for both the above reports) 5702. As at 20th October 4282 – a reduction of 25%.

- assuming: 65% of County fund of £989 million held in equities and that all indices have fallen by 25%, and that no protective measures have been taken losses would equate to £160 million.  

More information: Cllr Peter Moorse 01789 269630

