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The purpose of this communiqué is to apprise Members of the McGill University Pension Plan (Plan) of 
the impact recent events may have on our Plan and the measures the Pension Administration Committee 
(PAC) is taking in this regard. 
 
Recent events impacting the securities market 
 
Recently, there has been much media coverage regarding Asset-Backed Commercial Paper (ABCP).   
Since mid-August, as a consequence of the recent disruption in global credit markets and more 
particularly in the Canadian non-bank issued ABCP market, issuers of such commercial paper have been 
unable to repay maturing issues and our Money Market, Fixed Income and Equity Pools have holdings 
in these securities. For unitholders of the Money Market Pool, please refer to the separate communiqué 
for this fund which can be found at www.mcgill.ca/pensions/communiques. 
 
A group led by the Caisse de dépôt et placement du Québec, 
representing banks, asset providers and major investors 
recently agreed, in principle, to take significant steps to 
ensure an orderly re-establishment of normal operations in 
the market.  The steps include the continued roll-over of 
existing maturities until mid-October, at which time it is 
expected that the short-term commercial paper will be 
exchanged for other financial instruments.  It is also expected 
that the term of the newly issued financial instruments would 
match the maturities of the underlying assets held in the 
various trusts and that a market will develop for these 
financial instruments.   It is anticipated that the value of the 
financial instruments will vary in accordance with the value 
of the underlying assets as such values emerge.  The PAC 
has agreed to participate in this re-structuring, which is being 
handled by the firm of Ernst & Young and the PAC 
continues to monitor these developments.  

What is commercial paper?  
Commercial paper is short-term debt 
issued, usually maturing in under a 
year but frequently in as little as a 
month.  These instruments tend to be 
purchased by institutions and pension 
and other funds to be held in money 
market funds.  Asset-backed 
commercial paper is issued by banks 
and non-bank financial companies 
and is backed by longer term assets 
such as car loans, mortgage loans, 
credit card balances and other 
interest-bearing assets.  

 
At the time of purchase and in accordance with the Plan’s Statement of Investment Policy, all of the 
non-bank ABCP investments held in the Plan, were and continue to be rated R1 High (highest rating for 
short-term commercial paper) by an independent rating service (the Dominion Bond Rating Service).  
 

http://www.mcgill.ca/pensions/communiques


What is the impact on my Plan holdings? 
 
Out of combined Plan assets of $1.3 billion at July 31, 2007, a total of $43.9 million is held in non-bank 
ABCP representing 3.4% of the Plan’s holdings.  The remaining 96.6% is held in investments not 
directly affected, although this situation is causing a certain degree of turmoil in financial markets.   
 
Of the $43.9 million, a total of $4.35 million is held in the Money Market Pool, $23 million in the Fixed 
Income Pool and $278,000 in the Equity Pool.  The balance of $16.2 million is held in the Pensioner 
Fund.   The Balanced Account consists of allocations of the Fixed Income and Equity Pools. 
 
It is important to note that current events have no effect on the payment of pensions already in 
progress.   
 
In the short to mid term, unit prices may be impacted by the value of the non-bank ABCP held within 
each of the investment pools.  The overall impact for each member will vary according to the investment 
pools held in your personal Plan account.  For instance, there may be very little impact for members 
holding units in the Equity Pool and Balanced Account but more so for those in the Fixed Income Pool. 
The impact is more significant for those holding units in the Money Market Pool.  Ultimately the impact 
will depend on the value of these investments and subsequent realization of proceeds over time.   
 
If you are unsure as to which investment pools you are currently holding, please refer to your December 
31, 2006 Pension Plan Statement or as of Monday, September 17, 2007, you may access “My Account” 
online @ www.mcgill.ca/pensions/access/.   
 
Although risk is always present in capital markets, it is possible that the situation may rectify itself over 
some time with few negative consequences in the long term.  
 
What should members do? 
 
Members will continue to be able to buy, sell and transfer units in the Fixed Income Pool, Equity Pool, 
Money Market Pool and Balanced Account.  For the time being, particular rules will apply to the Money 
Market Pool as described in a separate communiqué for this fund, which can be found at 
www.mcgill.ca/pensions/communiques/. 
 
As is always the case, members should not make any changes to the composition of their plan holdings 
without first considering the impact such changes will have on their own investor profile, needs and 
objectives.   
 
In addition, members should consider the impact current events will have on unit prices prior to 
undertaking future transactions.  Members are encouraged to speak with an independent investment 
advisor or financial planner with regards to their own individual needs and circumstances.   
 
The PAC is working diligently to monitor and deal with this issue in a timely fashion and as 
additional information becomes available, this information will be posted on the Pensions Website 
at www.mcgill.ca/pensions/communiques/. 
 
If you have any questions, please contact the Pension Administration and Pension Investment Offices at 
(514) 398-6252, (514) 398-3028, (514) 398-8484 or (514) 398-6040.   
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