Pragmatist of the pensions industry

Patrick Groenendijk, chief investment
officer at Pensioenfonds Vervoer, the
Dutch private transport industry pension
fund, talks to Brendan Maton about
acting swiftly in investments, retaining
quality staff and the importance of good

fatherhood

Who is or was your biggest men-

{or in pensions and investments
and why?
Lots of different people can teach
vort Lots of different things, Buric'l
had tessingle our one person itwonkd
b Roland van den Grink, now at Mo
services, withwlhom [workedat P E
when e was chiclinvestment atficer
and T was head of strategy. Rolamd
was very practical when it came to
ieaking eecisions. He would gather
enough information o be pradent
burdid not have o wacwntil the idea
wae 100% theorericallycorreer— that
wined e canivon would make you too
lane. 1hearne from Roland te impor-
tance of timing,.

He is 2 very creative persan and
wasn't afvaid wo make radical, oflen
contrarian changes wo the invess
et porcholio, But he knew how o
miarket hisideas vothe board becanse
ir"s rhe Boand of a pensicn fund thar
wltisately makes the decistons amd
Feland knew how o serve up some-
thing areractively. Also, il he had
an idea but we didn't know how o
proceed with i, he would hire some-
o 1t oy 3 sherr-term basts o boost
cur knowledgetsce Roland van den
Brink’s Homage, Aprl 2007 ).

W b you most admire in the
industey and why?
Aron Muoralidhar, who worked at
e Word Bank pension fund then
headed up currency research at [1
Morgan, He chairs Meube, 3 com-
pany whose software Tielps nvestors

miake Berer imvestment decisions,
especially in recrical asser allocation
baut also in performance arribution
and nranager monivoring. S0 i1, for
example, T want to st hypothesis
stieh as “Sell in May, go away, don't
come back il Leper's Day [mid-
Seprember]| ™, Fean fctorin the data
anad fimd couewlether they work, The
dara in Meulbe 15 histosic so 1 have
ro make forward-booking decisions
mself but the system is webebased
and very easy ro use, | s olien read
articles in the Tournal of Fortfolio
Management or Financial Analysts
Journal making such and such 4
claim. [ want 1o pest whether thaose
clatimes make sens,

There are several reasons why [
admire Arun. He s one of the few
people who bridge the gap between
academia and practical implementa
tion. He cosaurhored a book with
Franea Modigliani on pension
retorm bur he also ey ides grear
software, He is one of the very few
people an the commercial side not
out e make a lot of meney even
'|I|m|g|| T rcu.||'_1.' wnderszands the
pracrical management of pension
funds. Asd he is one of the nicest
people [ have ever met.

= what event, good or bad, has
=l influenced how you appreach
yaur present role?
Well, it’s not really an event bur in
absoun 2003 we ar PME started dis-
cussing how e hedge the interest
rarerisk, The groupdiccetlyincluded

myvsell, Roland and Traul van Gent, a
fime fund manager whe is still man-
aging money for PAE - but in 3
wider carcle involved all parties: the
invesyment Mil.'ir.l.n.‘y'u.u.‘l!lﬂ'li[iﬂ'. the
bard, which has 2 hoge concern for
sofvency, the regulator, investment
Banks and asser managers. 1 think
extending the duration broaglh us
bevond mere investnents into prac
tical asset-liability management.
The influence wias in the way we
acted. As I mensioned, Rl would
et have towait lorcomplene prool. We
decided o hedgre 30% of the towerest
rate risk in @ not overly sophisticaned
wiy, We chase 1o hedge ar the langer
end of labilities; the ke was that 30%
wstld ot erouble the board whereas
asking o completely imumuenise chis
risk wonld. Sovwe ook o practical siep
rhar gave ws fisst-moveradvantagze amd
varned s rens of millions of cusos.

4 Which wrilars' or econgmisis’
boaks have influended you the
most?
There are lots of books on how o
reborm natmonzl pension svstems bt
surprisingly fow add ressing the prac-
ricalitics of running a pension fund.
Tust om the investment side 1 could
name Bob Licterman ar Grinald &
Kahn but 1 eould not find one for
PENSIONS Management.
1did spend aweek ar Harvard Busi-

ness Selronl four years amo o L CFA
Institure coarse Chat was rerrifically
inspirational, Anded Perold and Jay
€3 Lisght were twa gutssanding pre-
senting protessors these. The pres-
entations were all based on real-life
cases, Thev had someon hedge funds
where theprincipal ofthe bedge fund
veas i £ poom [eanswer questions,
Trwas all backed up sol:d theory,

What lsyourinvestmend philso-
phy? .
First, vou get vour bang for your
buck in beta, There 15 too much
concentration on picking the night
mvanager. Srrategic asset allocarion
s mare inporrang. Second, o man-
ageris thi best inevery asser class in
the universe. 5o how doyou pickansd
monitir all the chajces you have 1o
make? We nse a fduciary manager
bure 'm st saying thar isdefiniively
the right and only way, You're mever
quite sure you are right. For exam-
ple, the best-in-class managers may
net prowe the best-in-combination,
The third relared poing is that v
CANMOL ST UL your money ingo the
asuet classand expecris woddeiver 255,
The worldl can expect more modis:
returns in the years ahesd, 'm sying
srarcgic asscl allocarion is essential
briat it 35 ok the el of the project.
Finally, although more stention
shonld be paid to beta, Tam nos for
st inclex-tracking. Actve managers
will net save vorn bt dheey can help,

What are the most imporiant

challenges facing the industey?
We need to lind che right incentives
1o keep the talent in Ducch pension
funds. 1r's not just @ question of
moaney, although rhe adage “penny
wige, ponmd fonlish' could beapplicd
wsemepension fund boards e more
pesoiree coanld be spenton retaining
in-howse expertise.

Some of the best people are
arvracted o work for commercial
plavers, cepecially in London. T lave
worked for one. 1 think the answer
is oo do with a work-life balance. |
have headbunters phoning me all
the time, They ask me what Iwant, I
reply: “Tio be a gond father” That's
the end of the conversation,




