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REPORT TO: SUPERANNUATION INVESTMENT SUB-COMMITEE  
 OF THE FINANCE COMMITTEE - 23 FEBRUARY 2005 
 
REPORT ON: INVESTMENT IN TOBACCO 
 
REPORT BY: DEPUTE CHIEF EXECUTIVE (FINANCE) 
 
REPORT NO: 75-2005 
 
 
 
1 PURPOSE OF REPORT  
 
 This report reviews the position regarding the investment in tobacco following this issue 

being raised at the Sub-Committee on 17 November 2004. 
 
2 RECOMMENDATION 
 
 The Sub-Committee is asked to note the position regarding the Funds current exposure 

to tobacco products and the advice from the investment consultants, Hymans 
Robertson. 

 
3 FINANCIAL IMPLICATIONS 
 
 None 
 
4 LOCAL AGENDA 21 IMPLICATIONS 
 
 None 
 
5 EQUAL OPPORTUNITIES IMPLICATIONS 
 
 None 
 
6 BACKGROUND 
 

At the last Sub-Committee it was agreed to review the Fund's position towards 
investment in tobacco companies.  In particular, this was to look at the current levels of 
investment in such stocks and the likely impact of withdrawing from these investments. 
 

7 INTRODUCTION 
 
 All the Fund Managers (excluding Schroder Property) were asked to provide a note of 

their current position and the effect of any change in policy.  In addition, Hymans 
Robertson were asked for their views. 

 
8 FIDELITY 
 
 Fidelity hold about £3.8m of stock directly which is slightly more than 1% of their 

holdings.  Over three years to September 2004 they note that being invested in the 
broad market rather than the index share in tobacco would have lost a £150m equity 
portfolio £1.84m. 

 
 Whilst they could operate without investing directly in tobacco stocks by adjusting the 

benchmark, they would prefer to have maximum investment options.  Where Fidelity 
invest through pooled vehicles, eg USA, it is not possible for any stocks to be screened 
out as there are many other investors involved. 
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9 BAILLIE GIFFORD 
 
 Baillie Gifford have approximately £11m invested in tobacco stocks.  This represents 

almost 4% of their holdings and is therefore a significant overweight position. 
 
 They would be able to sell out of all direct holdings but it would make it more difficult to 

achieve performance targets. 
 
10 ALLIANCE BERNSTEIN 
 
 Alliance Bernstein hold approximately £6.7m of tobacco stocks representing just under 

2.5% of their portfolio.  This has added to their out-performance. 
 
 They continue to monitor effects on stock values and engage regularly with management 

on ethical issues. 
 
11 GOLDMAN SACHS 
 
 Goldman Sachs hold about £1m of bonds.  This is about 0.7% of their portfolio.  They 

would be able to screen out individual tobaccos from direct holdings, but could not do 
this for mutual funds.  Whilst they could do this it would be viewed as a constraint on 
their abilities. 

 
12 HYMANS ROBERTSON 
 
 The full Hymans Robertson opinion is attached at Appendix 1. 
 
 They believe that Funds are only entitled to make decisions based on financial interest.  

Any attempt to exclude tobacco stocks would only be possible if a legal opinion was 
obtained which said this was permitted. 

 
 Their view is that investment decisions should be made by the Fund managers and that 

tobacco stocks have out-performed. 
 
13 CONCLUSION 
 
 Whilst the Fund managers would be able to continue investing without holding tobacco 

stocks, it is unclear whether the Sub-Committee have the powers to instruct this.  
Hymans Robertson are quite clear that legal opinions must be sought and even if 
obtained it may be subject to challenge. 

 
 In addition, it is noted that had the Fund had this policy in place over the last three years 

there would have been a loss of funds. 
 
 It is therefore felt that Hymans Robertson's recommendation is appropriate and that 

current practice should be continued with no specific exclusions. 
 
14 BACKGROUND PAPERS 
 
 None 
 
 
DAVID K DORWARD 
DEPUTE CHIEF EXECUTIVE (FINANCE) 15 FEBRUARY 2005 



75-2005.doc 



 
 

75-2005.doc 

 



 
 

75-2005.doc 

 



 
 

75-2005.doc 

 



 
 

75-2005.doc 

 



 
 

75-2005.doc 

 


