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Central Finance Board

Review of the Year ended the 28th February 2005

Moving On

From July, the Central Finance Board (CFB) will have a new home.  As our lease draws to an end after nearly ten years, we will give up the wonderful address of Friendly House, Tabernacle Street, for the operational benefits of a more flexible modern building in nearby Bonhill Street.

We had hoped that our 2005 AGM could have taken place in our new premises, but a number of frustrating legal delays made this impossible.  However, it does mean a much-reduced period of paying two rents.

Investment Team

If the past year saw less change than we hoped for in relation to our building, the reverse has been true in relation to the CFB Investment Team.  In recent years our Deputy Investment Manager, Peter Golding, has suffered increasing ill health.  He has now been advised that it would be unwise to continue working and has been on sick leave since September pending a permanent ill health insurance claim.  Unfortunately, around the same time, our other fixed interest specialist, Darren Ruane, also left.  Consequently, it was imperative to find a new Senior Fund Manager and in November Chris Wigley joined the CFB, bringing with him sixteen years fixed interest experience.  No sooner had he arrived than our Assistant Fund Manager, Tom Dean, left.  Two new trainees, Andrew Hedley and Tendai Hove, were taken on in the New Year, but it will take some time before the new team is fully up to speed.  These changes have placed a considerable extra burden on the remaining staff and we are extremely grateful for the way that they all rose to the occasion.  A particular mention should be made of Stephen Beer who ‘stood in the gap’ looking after the day-to-day activity of the Deposit and Bond Funds as well as his role of Senior UK Equity Fund Manager.

Admin Team

Thankfully our admin team did not experience similar upheavals or they would have struggled to implement two major changes in the past year.  In June a new investment accounting system for the unitised funds was installed.  This has enabled unit prices to be produced far quicker than in the past.  In addition a new computer system for the Deposit Fund went live in March.  These projects created significant extra work and our thanks should be recorded for the commitment of our staff without whose efforts these changes could not have been made so efficiently.

Performance

The prime focus of the CFB is to provide a first class investment service for Methodism.  To assist us in this objective, we have upgraded the external analysis we obtain on the CFB products.  From the beginning of 2005, Portfolio Evaluation has begun providing an integrated risk and performance service. This not only helps the Council to monitor the funds more effectively, but also provides a 

powerful new tool for the investment team and customised analysis for our larger clients.

Last year was a good one for investors in absolute terms with positive returns from all our funds.  However, relative returns were once again mixed.  The Gilts (+6.8%), Short Fixed Interest (+5.5%) and Inflation Linked portfolios (+8.4%) were all virtually in line with their respective benchmarks.  The Corporate Bond Fund (+7.6%) stood out, outperforming by 1.0%.  Unfortunately the UK Equity (+11.8%) and Overseas (+7.4%) portfolios both lagged behind their benchmarks.  This was mainly due to returns being held back by our ethical policy and an above average exposure to larger, less economically sensitive, stocks.  Longer-term UK equity returns continue to be ahead of their benchmark.  Underperformance by the Overseas Fund is complicated by having an unfavourable tax position in many countries, which is estimated to cost around 0.6% p.a. relative to the benchmark.  Nonetheless this is a matter of concern and it will receive special attention in the coming year.  It is reassuring to have confirmation that all the funds show ‘good risk controls’.
Council

An important part of the reason for any success the CFB may have had is a strong and dedicated Council.  We are very fortunate to have access to a wide variety of skills and expertise in its current membership.  Sadly, two members are standing down this year: Stephanie Holmans, a former Treasury economist who has served on the Council for nine years, and our Vice-Chair, Richard Thomas, who was one of the country’s leading professional trustees.  We give thanks for their service and will miss their wise advice.  The need to replace individuals such as these is a constant challenge.  We are fortunate that, following the recruitment exercise we undertook last year, we have appropriate replacements already on the Board.  We are also determined that our links with the rest of the Methodist Church are as strong as possible and hope to have one or two initiatives along these lines in the coming year. 

Future

Although the past year has been a very busy one for the CFB and our thanks are due to the whole Team led by Bill Seddon, there is much more change to come.  In addition to our office move:

· we will be reviewing the way in which we manage overseas equities;

· we are considering the launch of at least one new fund at the request of clients;

· our growing relationship with churches both in the UK and overseas will help us in tackling our common challenges both ethically and financially;

· we have agreed to a proposal that will enable all the UK equity holdings of the CFB to be voted in a consistent and appropriate manner.

It promises to be a very busy year but with God’s guidance we hope to provide the service that our clients require.
Investment Performance
Internal Assessment

(Total returns of audited unit values)

	
	1 year to

28 February 2005

%
	5 years to

28 February 2005

% p.a.
	10 years to

28 February 2005

% p.a.

	Equity & Convertibles
	
	
	

	
CFB Managed Mixed Fund (Charity)
	+11.7
	+1.0
	-

	
CFB Managed Equity Fund (Charity) *
	+13.8
	-0.6
	+8.9

	
CFB UK Equity Fund (Charity) *
	+14.3
	+0.0
	+9.1

	
FTSE All Share Index  (Gross)
	+15.1
	-0.4
	+9.2

	
FTSE 100 Index (Gross)
	+14.6
	-
	-

	
CFB UK Equity Fund (Pension) *
	+14.3
	-0.2
	+8.8

	
FTSE All Share Index (Net)
	+15.1
	-0.6
	+8.6

	
FTSE 100 Index (Net)
	+14.6
	-
	-



*Figures prior to 01/09/99 relate to CFB Investment Fund

	
	
	
	

	
CFB Overseas Fund (Charity)
	+10.1
	-4.8
	+5.4

	
CFB Overseas Fund (Pension)
	+10.1
	-4.8
	+5.3

	
FTSE  All World Index(ex U.K)
	+8.5
	-4.0
	+6.5

	
FTSE  All World Index Regional Comp 
	+10.1
	-3.7
	-

	
	
	
	

	Fixed Interest
	
	
	

	
CFB Managed Fixed Interest Fund
	+5.1
	+6.1
	+9.9

	
CFB Short Fixed Interest Fund
	+4.5
	+6.2
	-

	
FTSE Short Gilt Index Composite
	+4.3
	+5.8
	-

	
CFB Gilt Fund*
	+5.0
	+5.6
	+9.7

	
FTSE All Stock Gilt Index
	+5.2
	+5.6
	+7.9

	
CFB Corporate Bond Fund
	+7.7
	-
	-

	
IBoxx Non Gilts Index
	+7.2
	-
	-



* Figures prior to 01/11/02 relate to CFB Long Fixed Interest Fund

	
	
	
	

	Inflation Linked
	
	
	

	
CFB Inflation Linked Fund
	+6.7
	+5.4
	+8.9

	
FTSE All Stock Index Linked Index
	+6.5
	+5.4
	+8.0

	
	
	
	

	Cash
	
	
	

	
CFB Deposit Fund
	+4.4
	+4.4
	+5.3

	
Higher Rate Bank Deposits
	
	
	

	

(over £2,500)
	+1.0
	+1.2
	+2.2

	
Higher Rate Bank Deposits
	
	
	

	

(over £10,000)
	+1.4
	+1.3
	+2.3


Investment Performance
Independent Assessment

(Cumulative total returns: source Russell Mellon/Portfolio Evaluation)

	
	1 year to

31 December 2004

%
	5 years to

31 December 2004

% p.a.
	10 years to

31 December 2004

% p.a.

	UK Equity & Convertibles
	
	
	

	
CFB
	+11.8
	-2.5
	+8.7

	
Index
	+12.8
	-3.0
	+8.1


	Overseas Equities
	
	
	

	
CFB
	+7.4
	-5.7
	+5.0

	
Index (FTSE-AW All-World ex UK)
	+7.6
	-4.9
	+6.0

	
Index (Composite Index)
	+9.6
	-4.3
	n/a


	UK Fixed Interest
	
	
	

	
CFB – Gilt
	+6.8
	+6.0
	+10.0

	
CFB – Short
	+5.5
	+6.5
	n/a

	
CFB – Corporate Bonds
	+7.7
	n/a
	n/a

	
Index (All Stock)
	+6.6
	+5.9
	+8.4

	
Index (Short Fixed Composite)
	+5.4
	+6.5
	-

	
Index (iBoxx Non Gilts)
	+6.7
	n/a
	n/a


	UK Inflation-Linked
	
	
	

	
CFB
	+8.2
	+5.3
	+9.0

	
Index (All Stock)
	+8.5
	+5.3
	+8.2


 ***RESOLUTIONS
20/1.
The Conference adopts the Report of the Central Finance Board.

20/2.
The Conference elects the following persons to the Central Finance Board for a period of one year from the 1st September 2005:

Mr Nick Addo

Dr Keith Aldred

Mr John Anderson

Mr Edward Awty

Ms Ruby Beech

Mr Ronald Calver

Mr Brian Coldwell

Mr Peter Cussons

Mr E Charles Davies

Mr Roger Dawe

Mr Ralph Dransfield

Mr J Allan Dyer

Mr Alan Emery

The Revd David Gamble

Mr Frank Guaschi

Ms Caroline Hickling

Mr Javaid Khan

Mr David Lindsay

Mr Mervin Liversidge

Mr Brian Mansfield

Mr Tim Melling

Mr Theophilus Mensah

Dr Sidney Osborn

Sir Michael Partridge

Mr Colin Pearson

Mr Alan Pimlott

The Revd Jennifer Potter

Mr Richard Reeves

Mr Gordon Slater

Mr Roger Smith

The Revd Kenneth Street

Mr Richard Thomas 

The Revd Graham Thompson

Mr Peter Thompson

Mr Herbert Tuckey

Mr Alister Tough

Mr Geoffrey Wilcox

Mr Michael Willett
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