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OFFICE OF THE VICE-PRESIDENT, BUSINESS AFFAIRS 

 
TO:   Business Board 
 
SPONSOR:  Catherine Riggall 
   Interim Vice-President, Business Affairs 
 
CONTACT INFO: 416 978-5850 
   catherine.riggall@utoronto.ca 
 
DATE:   September 24, 2004 for October 6, 2004 
 
AGENDA ITEM: 3(a) 
 
ITEM IDENTIFICATION:  
 
Investments:  Semi-Annual Report on Investment Performance, June 30, 2004 
 
JURISDICTIONAL INFORMATION: 
 
The Board is responsible for the “review of annual reports, or more frequent reports as the Board 
may from time to time determine, on the investment of University and pension funds, such 
reports to include, without limitation:  (i) reports on investment performance as measured 
against the rate-of-return objectives and benchmarks established in the investment policies, and 
the reasons for the results; (ii) reports on portfolio risk compared to the risk tolerances 
established in the investment policies; (iii) reports on the costs for managing each fund; and 
(iv) reports on the major investment decisions made in the reporting period by the asset 
management corporation (in contrast to the decisions made by the external portfolio 
managers).”  (Terms of Reference, 5.1.) 
 
The Chair has requested that a semi-annual report on investment performance to June 30 be 
provided in addition to the usual annual report from the University of Toronto Asset 
Management Corporation.   
 
PREVIOUS ACTION TAKEN: 
 
The Board, at its meeting of May 3, 2004, reviewed the 2003 annual report of the University of 
Toronto Asset Management Corporation.   
 
HIGHLIGHTS: 
 

• Long-Term Capital Appreciation Pool (the L.T.CAP, which is the investment vehicle 
for the University’s endowment funds).  For the six months ended June 30, 2004, the 
L.T.CAP has provided a return of 6.11%, which is 0.17% below its benchmark.  For the 
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year ended June 30, the return has been 18.54%, which is 0.01% above the benchmark 
return.  In terms of performance compared to other Canadian balanced funds, the 
L.T.CAP performance was outstanding, ranking in the 6th percentile of the RBC 
Canadian balanced fund universe.   

 
• Pension fund.  For the six months ended June 30, 2004, the pension fund provided a 

return of 5.38%, which is 0.33% above its benchmark.  For the year ended June 30, the 
return has been 16.28%, which is 1.34% above its benchmark, ranking in the 10th 
percentile of the RBC Canadian balanced fund universe.   

 
• Expendable Funds Investment Pool (EFIP).  For the six months ended June 30, 2004, 

the EFIP provided a return of 1.39%, which is 1.08% below its benchmark.  The return 
for the year to June 30 has been 3.36%.  The EFIP benchmark was set by the University 
at 5%, which was probably unrealistic given a portfolio dominated by short and medium 
term bonds.  A proposal for a revised benchmark, based on a study of the EFIP’s 
liabilities, will be brought to the Business Board in November as the key part of the 
proposal for revisions to the University Funds Investment Policy.  In addition, UTAM 
plans to hold the bonds in the EFIP portfolio to maturity, which will eliminate the 
negative effect of the bonds’ decline in “marked to market” principal value that took 
place as bond yields rose.  (As interest rates on new bonds increase, the market value of 
existing bonds with lower interest rates declines.)  UTAM thinks it likely that the EFIP 
portfolio, with the bonds held to maturity, and the modest exposure to non-directional 
hedge funds, will provide the 5% benchmark return.   

 
FINANCIAL AND/OR PLANNING IMPLICATIONS: 
 
The return for the L.T.CAP for the past year exceeded the budget assumption, and that for the 
pension fund exceeded the actuarial assumption, both by a wide margin.  We have not yet  
forecast returns on either the L.T.CAP or Pension funds for fiscal 2004-05. 
 
The rate of return on the EFIP will meet the 2004-05 budget assumption if UTAM’s view is 
borne out that that holding the bond portfolios to maturity, along with the hedge-fund 
investments, will provide a 5% return.   
 
RECOMMENDATION: 
 
The Report is presented to the Business Board for information.   
 
 
 


















