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Date: <day prior to salesconference>
STRICTLY CONFIDENTIAL
		Sales Conference Briefing Paper: withdrawal of the Energy Fund

Introduction
This briefing note is advance reading material for the session at the Sales Conference which will be given by Robin Ladywood, Head of Marketing.
It gives an update on the fund performance results and changes that are being made to the medium risk funds offered. The Energy Fund is being withdrawn and will be replaced by a new Fund called the Ethical Fund. There is no change to any other fund.
Some statistics on business results and reasons for the change are supplied below together with an introduction to the new fund. There is no public announcement being made at this stage so you are reminded that this information is confidential and must not be shared or discussed within STIL or externally.
Recent Business Results
Funds under management for STIL’s saving products have been declining. At 30 December 2017, funds under management were $130.7m but this has dropped to $107.3m at 30 December 2021. Market share, however, is improving and is now 41% at 30 March 2022 compared to 32% at March 2019.
Our medium risk funds remain the most popular, with over half of funds under management invested in either the Energy or the Corporate Fund. The exact distribution of all funds under management is shown in the chart below.


The funds under management in the Energy Fund, however, have been declining whilst those in the Corporate Fund have been increasing. This is despite the Energy Fund offering a higher rate of return both over the year to December 2020 and on average over the 4 years to December 2020. The actual annual growth rates for all funds are given below.
 

Reasons for Withdrawal of the Energy Fund
The Energy fund has performed consistently well over recent years achieving an average annual growth rate of 8.1% for the period December 2016 to December 2020. However, past performance is not the only reason on which to choose investments. The longer term outlook is also important.
The Energy Fund invests entirely in the gas and oil industries. Investment managers look at the Price Earnings Ratio, which is the market share price divided by the earnings per share. A ratio below 15 is considered low and indicates that there may be growth potential. The current gas and oil sector has an average ratio of 14.1. However, the outlook for the sector is poor. There is growing concern about the impact of extracting the oil and gas reserves on the climate. The move to alternative fuels will accelerate in the years to come, reducing demand for oil and gas. While the sector has shown strong earnings recently, the low Price Earnings Ratio is not an indication of an undervalued industry, but an indication of the poor outlook. On balance, therefore, the oil and gas sector is no longer an attractive investment opportunity.
STIL is a proactive company and aware of climate change issues and has taken steps to reduce its impact on the environment. This is consistent with the steer we are receiving from our regulatory authority. STIL also wishes to act on customer feedback. Research undertaken by the marketing team in the form of a brief online survey shows that our existing customers believe we can do more. Over 70% of our existing unit linked policyholders participated and this showed almost three quarters of respondents had at least some concerns around climate change. Furthermore, just over a third thought STIL was not committed to tackling the issue, and half did not know what our stance was. 
Therefore, the Board have decided to withdraw the Energy Fund within the next three months. You will be kept informed of the exact date.
New Fund
The new fund will be a medium risk fund called the Ethical Fund. It will invest solely in shares of companies based on the following criteria:
· Invest in equity where the underlying company is committed to take steps to reduce their impact on climate change. 
· Shares must have high growth prospects
Unlike the Industrial Fund there will be no explicit industries specified and hence the fund will hold a more diverse range of companies and sectors. It will have a risk index level of 5, the same as the Energy Fund had. There will be a minimum growth rate target of 9%.
Conclusion
STIL is committed to tackling climate change and wants this to be clear to policyholders and the regulator. It is withdrawing the Energy Fund as part of a range of activities to reduce its carbon footprint. The new Ethical Fund will be created in the coming months. There will be time for questions during the presentation but also a mailbox fundsupportqueries@STIL.org.zz is being set up. We will be pleased to help and support you further when the announcement is made public.


QUESTION 2

(i) Describe how you chose to display and describe numeric data in your briefing note(6)

I chose a pie chart to show how the funds under management were distributed. This easily shows the relative size of each fund compared to numbers supplied in a table. 

I chose to use the most recent annual growth rates in a bar chart so that the relative sizes can be seen. As the rates of return for the corporate and energy fund were similar I chose to display the actual rates above each bar. 
[bookmark: _GoBack]I decided to use key figures from the marketing survey and place these in sentences rather than tables. I chose to calculate the proportion of people who disagree that the company takes seriously climate change. Expressing it as an approximating of ‘over 70%’ gives a more memorable number than quoting an exact figure. Quoting a precise figure including decimal places in text may be considered by the audience as spurious accuracy. Likewise the approximation and use of the term a third rather than a more precise 34.1% is again more memorable. 
I believed the audience would understand percentages as would be used in their work and hence did not describe percentages as for example 70 in 100 people. I did not wish to patronise the audience.



(ii) List 2 pieces of information you omitted from your draft report and explain why you chose to exclude them (2)
a) I did not include the PER data except for the gas and oil industry as the Energy Fund only invested in this sector and the focus was on this fund only.
b) I did not use the long term growth rates as this is an annual sales conference and therefore focussed on the most recent year’s data.


(iii) State two examples of relevant words or expressions the audience would consider to be jargon and explain how you ensured these were understandable in your briefing note
I did not use the term ‘transition risk’ in relation to the possibility that gas and oil may become of zero value. Categories of risk are not likely to be familiar to the audience hence I emphasised that the shares could become worthless.
I needed to explain what Over and Undervalued prices meant so described Price Earnings Ratio. I avoided giving a mathematical equation or symbols like PER >= 15 because I did not know the level of their ability to understand formulae. I also avoided complexities such as different categories of shares like preference versus ordinary as I do not think these are basic expressions.
Split of Funds under Management at March 2021



Safety (low risk)	Cautious (low risk)	Corporate (medium risk)	Energy (medium risk)	Property (high risk)	Adventurous (high risk)	0.1	0.15	0.4	0.16	0.14000000000000001	0.05	

Annual Growth Rate by Fund in year ending December 2021


Safety 	Cautious	Corporate	Energy	Property	Adventurous	0.3	0.4	9.5	9.6999999999999993	7.3	10.8	Fund


% per annum




