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Statement by the Representative of the Secretary-General to introduce the report of the
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Madam Chair and distinguished Delegates:

1.

This is my first appearance before the Fifth Committee. I am very glad to be

here. It is an honour to be appointed by the Secretary-General as his

Representative to manage the assets of the UN Joint Staff Pension Fund.

Before I came on board on 1 January 2018, I had spent almost 30 years

working with the World Bank, based in Washington, DC but working in all

parts of the world. During my time at the World Bank, in addition to making

investments globally -- in developed and emerging markets, and across a

range of public and private markets asset classes -- I had the privilege of

advising some of the largest pension funds around the world on the nuts and
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bolts of building a global investments capability, and the governance

challenges that are widespread in public sector pension organizations.

2.

I appreciate your time today to review the investments of the United Nations

Joint Staff Pension Fund. The purpose of my presentation is to introduce the

Report of the Secretary-General on the investments of the United Nations

Joint Staff Pension Fund and measures undertaken to increase the

diversification of the Fund (A/C.5/73/3).

3.

This document addresses the following topics: performance of the Fund’s

investments during the biennium from 1 January 2016 to 31 December 2017;

currency exposures and the Asset Liability Management Study; diversification

of the Fund’s investments; and our approach to Sustainable Investing. I will

focus on the highlights from this document, and I will also provide an update

on the Fund’s performance so far in 2018.

Investment Performance

4.

The investment performance of the Fund exceeded the Long-Term Objective

of 3.5% real (net of inflation) in USD during the biennium 2016-2017, primarily
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due to high real investment returns of 16.2% during 2017. It is important to

note that our goal is to make sure that we discharge all our obligations to

current and future beneficiaries. For this purpose, we do not need to, nor can

we realistically expect to, meet our long-term return objective every quarter,

or even every year. For example, investment returns for 2018, as of 8

November, are close to zero, as financial markets have experienced

significant volatility in the process of adjusting to fundamental changes

resulting from rising USD interest rates and a reversal of quantitative easing

which has been going on in the US for the past ten years. Having said that,

annualized returns on the assets have comfortably exceeded the Fund’s

Long-Term Objective of 3.5% real (net of inflation) in USD terms -- for 1, 2, 3,

5, 10, 15, 20, 25 and 50 year periods ending 30 September 2018. This is the

primary reason for our current funded status of almost 100%. Measuring

returns over long time-periods (15 years or more) is the most appropriate for

pension funds, because pensions are paid out over a very long time. It is in
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the best interests of beneficiaries that pension fund investments maintain a

long-term focus in the face of short-term market volatility.

5.

We also compare the nominal returns of the Fund to the policy benchmark,

which is a weighted average of the individual benchmarks for the various

asset classes. The policy benchmark serves as a near-term indicator of the

Fund’s investment performance. In that respect, while the Fund’s nominal

return of 18.6% exceeded the return of its policy benchmark in 2017 by 0.5%,

it was lower than the policy benchmark during the 2016-2017 biennium by

0.7%, primarily due to significant underperformance in 2016. In 2018, the

Fund’s nominal returns are ahead of the policy benchmark as of 30

September 2018.

6.

In terms of Market Value of Assets, the Fund stood at US$ 63.8 billion as at 8

November 2018, which is fairly close to the US$ 64.1 billion market value of

assets as at 31 December 2017. The value of the Fund has been largely

preserved so far during 2018 despite a challenging market environment.
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Asset Liability Management (ALM) Study

7.

In 2018, we are embarking on our next Asset Liability Management (ALM)

Study, which is done once every four years. This ALM Study is used to

periodically reconfirm the continued feasibility of achieving the Fund’s Long-

Term Objective of 3.5% real return (net of inflation) in USD terms, and to

make adjustments as appropriate in the supporting Strategic Asset Allocation

(SAA), taking into account updates to our liability profile. The ALM Study is

expected to be completed by the middle of 2019, by a third-party service

provider which has been selected. After consultations with and input from

various stakeholder and specialist Committees such as the Committee of

Actuaries and the Investments Committee, the policy benchmark will be

updated to reflect the Fund’s new SAA weightings for each asset class

resulting from this ALM Study. Our Investment Policy Statement (IPS) will

thereafter also be updated and modernized to reflect the various changes

resulting from this ALM Study. The SAA typically drives over 90 per cent of a
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pension fund’s risk and returns; we therefore attach great importance and

expend significant resources in conducting the ALM Study.

8.

The ALM Study, as well as a currency management study completed in 2017,

will also enable the Fund to reduce uncompensated currency exposures

relative to liabilities wherever operationally feasible. We have already taken

steps in this regard, in consultation with the Board of Auditors and our various

stakeholder and specialist Committees. OIM has one of the most globally

diversified investment portfolios of any major pension fund, with investments

in 100 countries as of 31 December 2017. Currency exposures, where

compensated by expected additional investment returns and/or diversification

benefits in the form of reducing overall risk, are a welcome component of our

investment strategy. These currency exposures will lead to a certain amount

of reported volatility in USD numbers from year to year. OIM’s objective is to

identify and minimize uncompensated currency exposures in our investment

portfolio wherever operationally feasible.
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Diversification in Developing Countries

9.

In addition to diversifying across asset classes, the Office of Investment

Management (OIM) is continually making efforts to further increase the

geographic diversification of the Fund’s investments, while taking into account

the four investment criteria of safety, liquidity, convertibility and profitability

mandated by the General Assembly. During the biennium 2016-2017,

investments in North America decreased from 53.4% to 50.6%, investments

in Europe increased marginally from 22.7% to 22.8%, while investments in

Asia increased to 19.2% from 14.8%. Direct and indirect investment in

developing countries increased 13.1% over the biennium, and amounted to

US$6.62 billion at cost as of 31 December 2017. In addition, OIM has

committed US$1.075 billion for future investments in emerging and frontier

markets.

Our approach to Sustainable Investing

10.

OIM’s ambition is to achieve and sustain a leadership position in Sustainable

Investing in a manner that is fully consistent with our fiduciary responsibilities.
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This is in line with our overall goal to be counted amongst the most well-

regarded long-term investment institutions globally. This ambition is founded

on:

a) the belief that portfolios which integrate material Environmental, Social,

and Governance (ESG) metrics in their investment decision-making process

have the potential to provide returns that are superior to those of conventional

portfolios, while exhibiting lower risk over the long term; and

b) an acknowledgement of our responsibility to society as part of a global

organization committed to social progress, and our commitment to support

the UN Sustainable Development Goals in a manner consistent with our

fiduciary responsibilities.

11.

We are in the process of incorporating ESG metrics into the Fund’s

investment process wherever feasible. Our efforts have been recognized in

the PRI Sustainability Report 2018, which has given us an improved score

over the previous year, as well as in our recognition as a leader in this space

by several other independent institutions.
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Conclusion

12.

The assets of the Fund, approximately US$64 billion at this moment, are the

single most important assurance to the 205,000 people who depend on the

UNJSPF to fully discharge its obligations to them. In this context, I have been

particularly struck by the wisdom and foresight displayed by the General

Assembly as long ago as 1948 in deciding, and reiterating periodically ever

since, that the Secretary-General has the fiduciary responsibility for

investment of the assets of the Fund.

13.

In my previous career, I have witnessed first-hand the destruction in asset

values – and consequent destruction of financial health -- in many public

sector pension organizations around the world, as a direct result of the

pressures which inevitably arise in such organizations. I can confidently say

that the Fund’s current healthy financial situation -- in sharp contrast to that of

many other public pension funds -- can be directly attributed to this layer of

insulation which protects the Fund’s assets from many of the same pressures.
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14.

Financial markets are likely to be volatile over the near-term as they adjust to

a reversal of quantitative easing which has been going on for the past ten

years, with no precedents to help us gauge how that adjustment may come

about. At the same time, our fully funded status gives us a certain amount of

financial cushion to withstand a period of low investment returns. I am

confident that the Office of Investment Management will be able to deal with

whatever challenges the markets may present, with your support and

encouragement.
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