WFP/EB.2/2009/5-F/1 WFP Investment Policy and Guidelines
WFP Investments

· WFP’s cash balances relate to all sources of funding – programme category funds, bilateral operations and trust funds, and General Fund and special accounts

· WFP also sets aside employee benefit funds in a long-term investment portfolio established to meet the liabilities of three employee compensation schemes

· WFP has a held-to-maturity portfolio of investments in United States Treasury bonds with a market value of US$96 million on 31 August 2009.

The impact of the global financial crisis on WFP’s investments
· The impact on WFP however was limited and temporary, with the losses of 2008 recouped in 2009
· The “Audited Annual Accounts, 2008” reflected negative investment performance resulting from unrealized losses recognized at 31 December 2008. These were mainly in housing-related asset-backed and mortgage-backed securities and some corporate bonds. Resulting in the loss of US$9.6 million for the 2008 reporting period

· Investment performance in the medium term has been positive, with an annual return of3.3 percent from 2000 to 31 August 2009; interest earned since 2000 is in excess of US$300 million.

Updated investment policy for WFP's Liquidity Portfolio

The investment policy aims to optimize the management of WFP’s liquidity portfolio in line with WFP’s investment objectives, investment horizons and risk tolerance levels.

The liquidity portfolio is separated into three tranches with different investment horizons:

1. Portfolio tranche 0 (P0), the working-capital portfolio, accommodates working-capital funds that may be required in the very near future.

2. Portfolio tranche 1 (P1), the short-term portfolio, accommodates operational funds with a three-month investment horizon

3. Portfolio tranche 2 (P2), the medium-term portfolio, accommodates funds and reserves with an investment horizon of about one year.

Actions taken to limit the Risk Profile of WFP's Investments
· Elimination of what was previously portfolio (P3)`

· Reduction of eligible securities

· New corporate and financial debt securities guaranteed by the Federal Deposit Insurance Corporation are now allowed

· Minimum long-term and counterparty ratings were raised to AA- or AA3; short-term ratings were raised to A1 or P1;

· Allocation to credit sectors was reduced considerably

· Revision of benchmarks to reduce the level of credit risk and limit interest-rate risk

· Inclusion of a stop-loss policy with a view to setting a limit to underperformance among investment managers by forcing them to reduce active risk once a set level is reached.
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