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MCGILL UNIVERSITY PENSION PLAN FOR THE YEAR ENDED DECEMBER 31, 2011 
 
After two years of steady returns and decreased volatility, the second half of 2011 was marked by a 
sudden increase in volatility and fear in financial markets.  This year was a very difficult year for equity 
markets, with the majority of equity indices around the world finishing 2011 in negative territory.  In this 
difficult environment, the Balanced Account managed to protect members’ capital, and generate a 
positive return of 1.9% over the course of the year.  Income-oriented investments benefited from this 
sudden increase of risk aversion in 2011, and as a result the Fixed Income pool contributed largely to the 
Balanced Account’s positive performance in 2011.  The Balanced Account had an average allocation of 
around 40% to Fixed Income assets which generated a positive return of 8.9% in 2011.  Investments in 
Alternatives and especially in Canadian Real Estate also contributed to Balanced Account performance 
during the year.  Furthermore, McGill’s managers, in aggregate, were able to beat their respective 
benchmarks and helped the Balanced Account to surpass its benchmark by 1.0% in 2011.  

The Equity Pool generated a negative return of 2.5% in 2011, but was ahead of its benchmark by 2.2%.  
Canadian equities and Non-North American equities had a very difficult year, though McGill’s managers, 
especially Van Berkom and Aberdeen, tempered these negative returns with good stock selection.  US 
equities managed to end the year in positive territory at 3.7%, and trailed the benchmark slightly by 0.6%.  
Alternative assets were the biggest contributor to performance in 2011, with a positive return of 17.9%: 
Real Estate returned 16.7% and Private Equity returned 18.9%.   Absolute return strategies, implemented 
in the fourth quarter of 2011, returned 0.2%.   

The Fixed Income Pool generated a strong positive return of 8.9% in 2011, but was behind its benchmark 
by 0.8%.  The portfolio had a lower duration than its benchmark to protect against a possible loss of 
capital in the event that interest rates increased during the year.  This tactical bet on short-term bonds 
caused underperformance in the portfolio, but was partly offset by an overweight to Real Return Bonds 
which generated an impressive 17.1% in 2011.  

The return on the Money Market Pool was 0.9% and was in line with the DEX 30-day T-Bill Index.  
 

(All returns are in Canadian dollars) Return Benchmark 
Return 

Value 
Added 

Equity Pool -2.5% -4.8% 2.2% 
     -Canadian equities -7.4% -8.7% 1.3% 
     -US equities 3.7% 4.3% -0.6% 
     -Non-North American equities -12.2% -13.5% 1.3% 
     -Alternative assets 17.9% 11.3% 6.6% 
Fixed Income Pool 8.9% 9.7% -0.8% 
Balanced Account 1.9% 0.9% 1.0% 
Money Market Pool 0.9% 0.9% 0.0% 
SRI Pool -1.7% -1.0% -0.7% 

 
 
The SRI Pool ended 2011 at -1.7% slightly behind its benchmark by 0.7%.  A lower allocation to bonds 
and a higher allocation to Canadian Equity versus the Balance Account explained most of the difference 
in performance between the two diversified funds.  Stock selection by the manager also had a negative 
impact on returns during 2011.  
 



The table below summarises the Balanced Account's performance as compared to a universe of 81 large 
Canadian pension plans.  McGill has performed well compared to its peers.  Balanced Account 
performance on a 10 year basis was in the first quartile, while performance in 2011 and over the 2-, 3- and 
5-year periods was in the second quartile.  Equity Pool performance was in the first quartile for all 
periods, and even ranked 1st overall for the 2-year and 5-year periods.  However, McGill lagged its peers 
in the Fixed Income Pool mostly due to a higher allocation to short-term bonds, but is still close to the 
median on a 10-year basis.   

 
 Accumulation Fund Performance  

Percentile Rank vs. Other Canadian Pension Funds  
(as at December 31, 2011): 

 

1 Year 2 Year 3 Year 5 Year 10 Year 

Balanced Account 49 30 44 30 14 

Equity Pool 5 1 22 1 7 

Fixed Income Pool 81 89 76 92 57 
 
 
Pensioner Fund  

 
The return on the Pensioner Fund’s assets was 6.3%, just above its objective of 6.25%.  However, the 10 
year annual return of 5.8% is still below the long term objective of 6.25%. 
 
The largest contributor to overall performance in 2011 was the Real Estate portfolio, with a strong 17.3% 
gain during the year. The Fund also benefited from a high allocation to fixed income assets during the 
year. The mortgage portfolio was a minor drag on performance in 2011, with appreciation of 2.1%.  Most 
of the mortgages matured in 2011, therefore the portfolio behaved like a short term cash instrument. 
MAV notes gained 0.8% during the year.   
 
On a relative basis, the Canadian equity manager was able to limit losses in 2011 to 1.6%, compared to an 
8.7% loss for the S&P/TSX. Most of the outperformance in 2011 was due to stock selection across sectors 
and underweight positions in materials and technology stocks, which were hit hard in 2011.   
 
 
 


