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IC Select Fiduciary 
Management Performance 
Reporting Standard 
A new industry standard 
Why is an industry standard needed? 
There are two situations when assessment of a fiduciary manager is 
important: one, when a pension fund has already appointed a 
manager; and, two, during a selection exercise. 

Performance measurement of an appointed fiduciary manager is a 
relatively straight-forward issue.  Performance will be measured 
against a client’s bespoke benchmark with the impacts of asset 
allocation, hedging and stock selection typically highlighted. 
 
However, when trustees are seeking to select a fiduciary manager 
the performance information they are presented with is often of 
little value in helping them understand how the fiduciary manager 
will add value for their scheme.  The reason for this is that each 
fiduciary manager provides performance information for a 
selection exercise using a different approach.  For example:  

�   Some fiduciary managers show the performance of a ‘cherry 
picked’ fund or funds, 

�   Performance is shown for different time periods, 

�   Methods for calculating performance and risk vary (e.g. some 
are gross of fees and others net), 

�   Performance track records displayed may not be relevant to the 
fund requirements of the trustees of the tendering fund. 

�   Performance is shown for ‘composites’ with a wide range of 
different types of fund included in the composite 

Peter Dorward, 
Managing Director, 
says... 
“The current issues with fiduciary 
management performance have been 
widely discussed over the last 18 months 
- the fiduciary management industry faces 
real challenges in providing performance 
information that is useful to pension fund 
trustees in helping them determine the 
most appropriate provider for their 
scheme. This is leading to scepticism 
from trustees as to the value that fiduciary 
management on its own can bring to a 
pension fund. 

These problems originate from each 
provider using a different methodology 
to calculate performance and risk, 
combined with a lack of transparency, 
standardisation and consistency in the 
way that fiduciary manager performance 
is presented to potential clients. This has 
led to accusations that managers are 
'cherry picking' their performance record 
and the provision of meaningless 
information by fiduciary managers to 
trustees, when responding to prospective 
clients' invitations to tender. 
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�   Performance is benchmarked against different industry ‘model’ 
funds, 
 
Despite these problems trustees often appear to place a 
disproportionate weight on performance data in the selection 
process and are often not aware of the implications for their 
decisions of the different approaches being used. 
 
Many of the above problems can be solved by moving to a 
standard basis for classifying funds, calculating performance and 
displaying performance.  Consequently, IC Select have engaged 
with the major fiduciary managers to agree a standardised 
methodology for data calculation and presentation of fiduciary 
management performance information for selection exercises.   
 
The introduction and adherence to the IC Select Fiduciary 
Management Performance Standard will put trustees in control of 
the information they receive, avoiding the potential for cherry 
picking funds, and provide them with confidence that the 
performance data provided has been calculated on a consistent 
basis and is being presented in a standardised manner to improve 
their understanding.   

Objectives of the IC Select Fiduciary 
Management Performance Standard 
✦   To improve transparency and consistency of performance 
information across the FM sector 

 
✦   To establish an accepted best practice for the calculation and 
presentation of FM performance data 

 
✦   To put the trustees in control of the information they receive 
and, consequently, improve confidence in the decisions they take 

 
✦   To allow more effective understanding of the FM by the trustees 

 
✦   To allow the FM sector to be aligned with good practice in 
terms of transparency and consistency of performance data 
calculation and presentation 

 
✦   To create an open access structure that is free to use for all 
industry participants and that does not require the involvement of 
any specific firm 

  

Roger Brown, Founder 
Director, says... 
“We have been working with the major 
fiduciary managers over the last 12 
months to develop this standard and are 
now excited to be receiving the first data 
from them.   

During the second quarter we will carry 
out an initial analysis of this data before 
feeding the results back to the fiduciary 
managers to fine-tune the application of 
the methodology.  We would then expect 
the information to become available to 
trustees during the third quarter of this 
year. 

This will put the trustees in control of the 
due diligence of the fiduciary managers 
they are assessing and removes any 
charge of 'cherry picking' of performance 
records by the managers. This is good for 
trustees, good for the managers and good 
for the industry." 
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Overview of the IC Select Fiduciary Management Performance 
Standard 
The formation of composites is at the heart of the IC Select FM Performance Standard.  Composites are 
comprised of similar funds that are grouped together with performance and risk calculated on an average 
basis for the funds in the composite, as a result, it is not possible to show the performance of just the best 
fund.  A composite can be comprised of just one fund if the fiduciary manager has no other funds that are 
similar to that fund. 

✦  Every pension fund managed on a fiduciary basis is to be placed in a composite.   

�  Composites should be constructed based on client funds that have similar return objectives, risk 
tolerances and hedging constraints rather than identical benchmarks. 

�  Each fiduciary management firm should be maintain a listing of all composites, their objectives, risk 
parameters and hedging constraints, the number of clients in the composite, the assets under 
management and the date the composite was first constructed.   

�  Performance calculation should be based on the return relative to the benchmark net of fees.  For 
most schemes the benchmark will either be the liabilities (or gilts) or some fixed asset split with a 
hedging constraint.  Where the benchmark is a fixed asset split, the fiduciary manager should also 
record how the performance of that fund, net of fees, is expected to compare to the liabilities (e.g. 
liabilities plus 2%). 

�  the measure of volatility to be used is the tracking error based on relative returns net of trading 
and other costs but before deduction of the fiduciary manager’s fees and sub-adviser fees.   

� maximum drawdown will be based on the maximum fall from one peak to teh next trough, will be 
time dependent and will be measured over different time periods. 

What will this achieve for Trustees? 
This provides trustees with many advantages: 

✦ any trustee board carrying out a fiduciary management selection exercise can request the performance 
information on the IC Select Fiduciary Management Performance Standard direct from the fiduciary 
managers 

✦ each fiduciary manager will have a list of core performance composites on different risk and return 
characteristics for the trustees to select from 

✦ as performance composites are calculated on average performance for a group of clients it prevents the 
fiduciary managers from reporting on only their best performing funds 

✦ when requesting performance information on the IC Select Fiduciary Management Performance 
Standard trustees can have confidence that performance has been calculated and audited on an 
industry standard basis 

✦ trustees can be confident that the information they are getting will be presented in a standardised 
format 
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How will the IC Select Fiduciary Management Performance Standard be 
audited? 
The standard requires firms to have their composites externally audited and IC Select intend, at its expense, 
to verify firms’ compliance with the standards as part of its standard due diligence research.  It is expected 
that this audit will be no more frequently than annually. 

What is the timetable? 
IC Select is currently in the process of collecting the first data from fiduciary managers.  This will then be 
analysed to determine the consistency of composite construction across the fiduciary management firms. 
The performance data is expected to be available in compliance with the Guidelines of the IC Select 
Fiduciary Management Performance Standard for use by trustees and third party evaluators later in 2015. 
The details of the guidelines may be found on IC Select’s website at www.ic-select.co.uk.  

For more information please contact 
Peter Dorward, Managing Director, IC Select  

Email: peter@ic-select.co.uk 

Telephone: 0131 221 6505 

Website: www.ic-select.co.uk 

 


