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Sterling Depreciation 

 Since the Brexit vote on 23 June 2016, Sterling 

has seen a sharp depreciation against the US 

Dollar and other major currencies 

 

 However, weakening Sterling has been a trend 

for a number of years, falling around 20% 

against both the US Dollar and Japanese Yen 

 

 Although the pound has seen somewhat of a 

rebound versus the dollar since the 

announcement of the General Election, it 

remains well below its pre-Brexit levels 
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Currency Exposure 

 The table above shows the currency exposure of the Fund’s overseas equities as at 30 April 2017 

 

 The Scheme has significant exposure to US dollar, which has benefitted returns over the last twelve months 

LGIM World (ex UK) 

(£’000) 

Total 

(%) 

UK 54,302 9.5 

North America 284,570 49.8 

Europe 155,202 27.2 

Japan 44,648 4.8 

Other 28,461 5.0 

Source: LGIM 

Note: excludes cash 
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Impact of Currency Movements 

 The table below shows the approximate impact of the fall in Sterling versus the US Dollar on the Fund’s equity 

portfolio between 31 May 2016 and 31 May 2017 (latest available) 

 

 

 

 

 

 

 
 

 For reference, the table below shows the impact of the fall in Sterling from 31 May 2016 to 16 January 2017, 

when the exchange rate hit its lowest point 

USD Exposure 

23 June 2016  

(£m) 

USD/GBP  

23 June 2016 

USD/GBP 

31 May 2017 

Gain 

(%) 

Gain 

(£m) 

LGIM 245.3 1.4807 1.2910 7.2 36.1 

USD Exposure 

23 June 2016  

(£m) 

USD/GBP  

23 June 2016 

USD/GBP 

16 Jan 2017 

Gain 

(%) 

Gain 

(£m) 

LGIM 245.3 1.4807 1.2065 11.2 55.8 
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Longer Term Impact 

 The following table shows the approximate impact of the depreciation of Sterling versus the US Dollar from 30 

June 2014 to 31 May 2017. Please note the calculations do not take into account any contributions or 

redemptions that may have taken place over this period 

USD Exposure 

30 June 2014 (£m) 

USD/GBP  

30 June 2014 

USD/GBP 

31 May 2017 

Gain 

(%) 

Gain 

(£m) 

LGIM 194.0 1.7099 1.2910 15.7 63.0 
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Aon Hewitt View 

 The recent devaluation of Sterling leads us to see this as an opportune time for consideration of hedging 

currency exposure 

 

 Although Sterling has seen a small rebound against the US Dollar since the announcement of the General 

Election on 8 June 2017, we maintain our view that Sterling is below fair value, although we see levels of 

$1.20 as “cheap” 

 

 We also maintain our view that Sterling looks below fair value against the Euro and Yen (which together with 

the US Dollar comprise the majority of the Fund’s overseas exposure) 

 

 We recommend that the Pension Committee consider hedging a portion of their overseas equity exposure to 

capitalise on gains that have been made over the past twelve months 
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Disclaimer 

This document and any enclosures or attachments are prepared on the understanding that it is solely for the benefit of the 

addressee(s). Unless we provide express prior written consent, no part of this document should be reproduced, 

distributed or communicated to anyone else and, in providing this document, we do not accept or assume any 

responsibility for any other purpose or to anyone other than the addressee(s) of this document.  

Notwithstanding the level of skill and care used in conducting due diligence into any organisation that is the subject of a 

rating in this document, it is not always possible to detect the negligence, fraud, or other misconduct of the organisation 

being assessed or any weaknesses in that organisation's systems and controls or operations.  

This document and any due diligence conducted is based upon information available to us at the date of this document 

and takes no account of subsequent developments. In preparing this document we may have relied upon data supplied to 

us by third parties (including those that are the subject of due diligence) and therefore no warranty or guarantee of 

accuracy or completeness is provided. We cannot be held accountable for any error, omission or misrepresentation of 

any data provided to us by third parties (including those that are the subject of due diligence). This document is not 

intended by us to form a basis of any decision by any third party to do or omit to do anything. 

Any opinions or assumptions in this document have been derived by us through a blend of economic theory, historical 

analysis and/or other sources. Any opinion or assumption may contain elements of subjective judgement and are not 

intended to imply, nor should be interpreted as conveying, any form of guarantee or assurance by us of any future 

performance. Views are derived from our research process and it should be noted in particular that we cannot research 

legal, regulatory, administrative or accounting procedures and accordingly make no warranty and accept no responsibility 

for consequences arising from relying on this document in this regard.  

Calculations may be derived from our proprietary models in use at that time. Models may be based on historical analysis 

of data and other methodologies and we may have incorporated their subjective judgement to complement such data as 

is available. It should be noted that models may change over time and they should not be relied upon to capture future 

uncertainty or events. 
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Aon Hewitt Limited 

Aon Hewitt Limited is authorised and regulated by the Financial Conduct Authority. 

Registered in England & Wales No. 4396810 

Registered office: 

The Aon Centre  |  The Leadenhall Building  |  122 Leadenhall Street  |  London  |  EC3V 4AN   

 

To protect the confidential and proprietary information included in this material, it may not be disclosed or 

provided to any third parties without the prior written consent of Aon Hewitt Limited. 

 

Aon Hewitt Limited does not accept or assume any responsibility for any consequences arising from any person, 

other than the intended recipient, using or relying on this material. 

 

Copyright © 2017 Aon Hewitt Limited.  All rights reserved. 

 


