
Investment Process 
 
Our advice process 
 
Having researched individual’s circumstances and fulfilled the ‘know your client’ rule 
we will make a suitable recommendation. Under normal circumstances we will 
endeavour to identify a suitable contract from the product providers available before 
we move to making any fund recommendations. However, there will be occasions 
where the fund selection leads our provider research. We favour, as a default, 
products that permit access to a ‘Model Portfolio’.  
 
Our definition of a Model Portfolio is an investment solution offered by an Insurance 
Company or Investment House that combines a number of funds to sit within a risk 
corridor. These are also referred to as Multi-Asset or Multi Manager Solutions. They 
are Managed Portfolios that are risk rated or risk targeted. 
 
We would normally seek to identify the correct product for the client, select the 
provider and seek to examine what ‘in house’ Model Portfolio solutions are available 
that meet with our required standards because this invariably keeps costs down. Our 
rationale is that often accessing providers own Model Portfolio solution will be offered 
at a discount through their own wrapper / product. 
 
Regularly monitor your plan 
 
Financial plans shouldn't just be written once and forgotten about. As your 
circumstances change, or you put in place new financial arrangements, you should 
revisit your plan and update your details. That way you can ensure you remain on-
track to meet your goals. 
 

Risk 
 
Agreeing your attitude to investment risk is a key part of the ‘know your client’ rule. 
What we are looking to achieve is to identify the amount of risk you are willing and 
able to take with the asset under consideration. In conjunction with this we will want 
to ascertain your capacity for loss
 

 or what can you ‘afford’ to lose? 

A risk profile will be awarded to an individual based on a risk profile questionnaire 
and our discussions. The results of the risk profiling will place you in one of five (or 
ten) different risk profiles. The risk an individual is prepared to take with their 
investment is graded from (1) being low risk to (5) being high risk. The term of the 
investment will have an impact on the ultimate risk profile for an individual. 
 
For example, in respect of retirement planning, you may wish to retire in a few years 
time, and buy an annuity at that point. This would mean crystallising your funds and I 
would suggest that as that time approaches we move towards a more cautious, less 
volatile investment portfolio. However, if you intend to draw income from your 
investments to support your retirement, there is a much longer investment term in 
place allowing a greater degree of risk.  
 
The risk profile will be assessed in isolation for the investment being advised on, 
unless otherwise stated. The risk profile used will not be balanced with other 
investments an individual holds and they may have a different risk attitude for these 
investments. 
 



As standard, we will not assess any existing portfolio that a client may have and 
assess the risk of this portfolio against their properly assessed risk profile in order to 
demonstrate whether existing investments are suitable. We will deal with the 
intended investment in isolation, unless otherwise stated. 
 
The risk questionnaire is provided by Moody’s (see below for further details this 
companies). Some of the questions used are provided by Oxford Consultancy. This 
is referred to as psychometric testing. We will rely on the research and analysis of 
these two professional bodies but we have done our best to understand the process 
involved and its limitations. Moody’s risk profiling tool is our default option although 
for Non-Advised Sales our process refers to Distribution Technology. These two 
solutions may be interchanged. However, there may be occasions when we use an 
alternative risk profiling tool and reasons for this will be given. 
 
This consists of a series of questions that are then reviewed for consistency. We will 
also factor in details about the expected term of an investment and the capacity for 
loss.  
 
The Risk Profiling Tool will not be entirely relied upon for your risk rating. The 
outcome from these tools have limitations, such as:- 
 

• Questions can be subjective. 
• The weighting of answers may not represent a ‘non-answer’ intended by the 

consumer. 
• The term for the risk rating and subsequent portfolio tendered should be 

understood and appropriate adjustments made (10 years in this instance). 
 
Step 1 
 
Ask you ‘instinctively’ where you think you sit on a scale of 1-5 (10). 
 
Step 2 
 
Complete the ‘Risk Questionnaire’ tick boxes and answers. A suggested risk profile 
will be produced as a starting point for any discussions.  
 
Step 3 
 
Review and discuss any discrepancies or inconsistencies thrown up from the 
responses provided. 
 
Step 4 
 
Discuss the term for the investment. We may need to reduce your attitude towards 
investment risk for this asset if your term is less than 8 years, so that the suggested 
Asset Allocation doesn’t take greater risk than you are comfortable with, for that 
shorter term. 
 
Step 5 
 
Agree with you one of the following ten risk definitions for your investment. Where 
possible we will demonstrate the maximum expected loss in any 12 month period, 
although this is nothing more than a guide. 
 



The Risk Profile produced will ultimately provide a suggested Target Asset 
Allocation. 
 
The 5 risk profile definitions are listed below:- 
 

 
Attitude To Risk 

 
Description 

Cautious Cautious Investors tend to regard themselves as cautious people and view risk 
negatively rather than as a source of opportunity. They typically have little or no 
experience of investment and do not find investment matters easy to 
understand. They can take a long time to make investment decisions and tend 
to be anxious about any investment decisions they have made. They typically 
look for safer investments rather than seeking higher returns. They are not 
comfortable about investing in the Stockmarket and typically prefer bank 
deposits to riskier investments. 

Moderately 
Cautious 

Moderately Cautious Investors tend to regard themselves as quite cautious 
people and are inclined to view risk negatively rather than as a source of 
opportunity. They typically have limited experience of investment and do not 
find investment matters particularly easy to understand. They can take a fairly 
long time to make investment decisions and can be somewhat anxious about 
investment decisions they have made. They are inclined to look for safer 
investments rather than seeking higher returns. They are not particularly 
comfortable about investing in the Stockmarket and tend to prefer bank 
deposits to riskier investments. They may be willing to take some risk, once the 
relationship between risk and higher returns has been explained to them. 

Balanced Balanced Investors do not particularly regard themselves as cautious people and 
have no strong positive or negative associations with the notion of taking risk. 
They will typically have some experience of investment and a degree of 
understanding of investment matters. They will usually make investment 
decisions reasonably quickly and don’t tend to be particularly anxious about 
investment decisions they have made. They can be inclined to look for safer 
investments rather than higher returns, but understand that investment risk 
may be required to meet their investment goals. While they will take investment 
risk, they are still not particularly comfortable with investing in the Stockmarket 
and get more comfort from bank deposits than riskier investments. 

Moderately 
Adventurous 

Moderately Adventurous Investors do not typically regard themselves as 
cautious people and are inclined to view risk as a source of opportunity rather 
than as a threat. They generally have significant experience of investment and 
find investment matters fairly easy to understand. They tend to make 
investment decisions relatively quickly and are not usually particularly anxious 
about the investment decisions they have made. They typically look for higher 
returns rather than safer investments. They are reasonably comfortable about 
investing in the Stockmarket and typically prefer riskier, but higher returning, 
investments to keeping money in bank deposits. 

Adventurous Adventurous Investors do not typically regard themselves as cautious people 
and usually view risk as a source of opportunity rather than as a threat. They 
generally have substantial experience of investment and find investment 
matters easy to understand. They tend to make investment decisions quite 
quickly and are not generally anxious about the investment decisions they have 
made. They typically look for higher returns rather than safer investments. They 
are comfortable investing in the Stockmarket and prefer riskier, but higher 
returning, investments to keeping money in bank deposits. 

 
 
 
 



The 10 risk profile definitions are listed below:- 
 
 
Risk Level  
1 - Low 
10 - High 

Definition / Description 

1 Your attitude to accepting risk is in the ‘lowest’ profile. 
• Your preferred investments will be in cash.  
• While your investment will not fall in absolute value, excepting a significant 
banking collapse, inflation may mean its value in real terms may fall. 

2 This means that your attitude to accepting risk is ‘very low’.  
• Your priority is likely to be getting as much back from your investments as you 
put in. You are probably less concerned with making high returns on your 
investments.  
• Your preferred investments are likely to be lower-risk, such as cash and bonds 
and some medium-risk assets in the form of property. 

3 This means that your attitude to accepting risk is ‘low’ 
• While you are likely to be concerned with not getting as much back from your 
investments as you put in, you may also want to make higher returns on your 
investments. 
• Your preferred investments are likely to be mainly lower- and medium-risk 
investments such as cash, bonds and property, with a few higher-risk 
investments such as shares. 

4 This means that your attitude to risk is ‘lowest medium’ 
• Your attitude to accepting risk is ‘lowest medium’. 
• While you are likely to be concerned with not getting as much back from your 
investments as you put in, you may also want to make higher returns on your 
investments. 
• Your preferred investments are likely to be mainly lower- or medium-risk 
investments such as cash, bonds or property, with typically fewer higher-risk 
investments such as shares. 

5 This means that your attitude to accepting risk is ‘low medium’ 
• While you are likely to be concerned with not getting as much back from your 
investments as you put in, you also probably want to make higher returns on 
your investments. 
• Your preferred investments are likely to include a balanced mix of lower- and 
medium-risk investments such as cash, bonds and property, and higher-risk 
investments such as shares. 

6 This means that your attitude to accepting risk is ‘high medium’. 
• While you are likely to be concerned with not getting as much back from your 
investments as you put in, you also want to make higher returns on your 
investments. 
• Your preferred investments are likely to include mainly higher-risk 
investments such as shares and typically some lower- and medium-risk 
investments such as cash, bonds and property. 

7 This means that your attitude to accepting risk is ‘highest medium’. 
• Your priority is likely to be making higher returns on your investments but you 
are still probably concerned about losing money due to rises and falls.  
• Your preferred investments are likely to contain mainly higher-risk 
investments such as shares with a few lower- and medium-risk investments 
such as bonds and property. 

8 This means that your attitude to accepting risk is ‘high’. 
• Your priority is likely to be making higher returns on your investments but you 
are still probably concerned about losing money due to rises and falls. 
• Your preferred investments are likely to contain mainly higher-risk 
investments such as shares with the occasional lower- and medium-risk 
investments such as bonds and property. 

9 This means that your attitude to accepting risk is ‘very high’. 
• Your priority is likely to be making higher returns on your investments and so 
you accept that you may not get as much back from your investments as you 
put in. 



• Your preferred investments are likely to contain a large percentage of higher-
risk investments such as shares. 

10 This means that your attitude to accepting risk is in the ‘highest’ profile. 
• Your priority is likely to be making higher returns on your investments and so 
you accept that you may not get as much back from your investments as you 
put in 
• Your preferred investments are likely to contain higher-risk investments such 
as shares from outside the UK. 

 
 

Asset allocation 
 
Having reached an agreed attitude to investment risk for the asset under 
consideration, a suggested asset allocation will be presented.  
 
Asset allocation (the mix of investment types that you hold) is the most important 
factor affecting the level of risk and likely return that you might face when investing 
over the medium to long term. If you hold most of your money in cash then your 
chance of losing money is low, but so will any returns be. If you invested most of your 
money in stocks and shares then the chance of losing money in the short term would 
be higher, but in the long term the chances of a greater return would also be higher. 
 
Deciding an asset allocation for you is one of the most important decisions. Get it 
right and you could keep risk to a minimum and maximise potential returns. 
Studies1 have shown that it can influence up to 90% of returns. But getting it right 
and maintaining it takes a lot of time and resource. It's a complex area to work out 
what the best blend of assets should be for each client. The reality is that no single 
asset class or geographical area is consistently the best, year in, year out. 
 

1 Does asset allocation policy explain 40, 90 or 100 percent of performance?    
Roger G Ibbotson and Paul D Kaplan, 2000.  

 
According to the anticipated investment term an asset allocation model is chosen 
based on the term and risk.  
 
Anything that can be bought, sold or exchanged is an asset, and an asset class is 
simply a category of asset. The most popular traditional asset classes are cash, 
bonds and shares, but many more assets are considered as investments. These 
include commodities (such as gold or oil), art, and even classic cars and fine wines. 
In recent years there has been an upsurge of interest in alternative asset classes 
such as commercial property. “Modern alternatives”, including investments such as 
hedge funds, private equity and structured products are also becoming more popular. 
 
Different types of assets, such as Equities or Bonds, behave in different ways. The 
first step in forming any investment strategy is to achieve the right balance between 
the major asset classes. This asset allocation is fundamental to meeting your 
investment goals in the medium to long term. In fact, asset allocation can be as 
important as the choice of the individual funds themselves.  

Asset allocation is a strategy that can be used to maximise long term performance 
and reduce the volatility of returns and is simply the mix of underlying asset types 
held within an investment or portfolio of investments.  

 



The four key asset types in relation to stock market investing are bonds, property, 
equities (UK & overseas) and cash.  

 
Cash: has a very stable market value, but normally provides the lowest potential 
return 
 
Bonds: are relatively stable, low risk investments.  There are different types of Bond 
– issued by the Government in the UK and overseas, others by Companies.  
Different types of Bond carry different levels of risk.  For example, those Bonds with a 
higher risk typically offer higher potential investment returns. 
 
Property: enjoys relatively low volatility and provides good, reasonably stable returns 
over the mid to long term.  It also provides good diversification from equities. 
 
UK Equities: are relatively volatile, high risk investments but tend to give a better 
return over the long-term.  Over the short-term their value can go up or down 
significantly. 
 
Overseas Equities: add currency risk and often even more volatile the UK equities, 
but they offer the potential for even better returns and the opportunity of investing in 
different markets. 
 
The trends in investment performance of each asset class over time are also 
important. The relationship between these trends (known as their correlation) can 
help an investor reduce the variance of their overall portfolio. This is principally done 
by investing in more than one non-correlated asset classes so that as one is falling, 
the other is rising. This is known as diversification.  
 
Stochastic modelling is generally used to predict the behaviour and returns expected 
from an asset class. This is where information and data gathered from the past is 
analysed in very fine detail and provides an assumption about what could happen on 
average to that asset class. What stochastic modelling tells us is that the asset class 
has, within a certain tolerance, performed in a certain manner that is expected to 
continue. 
 
Many studies have shown that asset allocation is responsible for the majority of the 
variation in investment returns, and as such is fundamental to a successful 
investment plan. 
 
Based on your attitude towards risk however, we will recommend an asset allocation.  

 
Fund Selection 

 
Based on your risk profile and subsequent suggested Asset Allocation we will 
recommend the funds to populate your portfolio accordingly.  
 
The asset allocation provided by Moody’s / Capita / Synaptic gives a framework for 
your portfolio moving forwards. 
 
Our default solution is to use an ‘In House’ Model Portfolio. We are seeing a return 
to the ‘managed’ style of funds across the industry and we believe this is right 
investment philosophy.  
 



A Model Portfolio (Multi Asset or Multi Manager Risk Rated Portfolio) will meet your 
suggested or target asset allocation as closely as possible, although there may be a 
small difference in the actual asset allocation. 
 
The Model Portfolio:- 
 

• aims to sit in a ‘risk corridor’ that is suitable for you. It is not necessarily an 
aggressive strategy that is hunting performance. 

• should be regularly reviewed in order to rebalance the funds involved, so that 
no more risk is being taken than agreed. 

• will have a committee that will regularly review the decisions being made in 
terms of asset allocation and fund performance. This is referred to as 
‘Governance’. Ideally, there would also be the scope to make ‘tactical’ asset 
allocations in order to react to any market conditions. 

• that has an Independent Committee Member for selecting funds, such as 
OBSR would be more desirable. 

• that has a process of considering the ‘style bias’ or ‘blend’ of the funds in a 
given portfolio would again be more desirable. 

• will be rebalanced periodically to ensure that it remains within the desired risk 
corridor would be desirable, although some solutions are risk rated and not 
risk targeted. 

 
We can provide a portfolio based on the following criteria:- 
 

• Our default and favoured solution would be a Model Portfolio. This may not 
suit all investors but on the whole we believe it provides consumer protection 
using investment expertise from a panel of experts, a good level of 
governance and review of the investment ensuring the portfolio meets the risk 
profile desired.  

 
We seek to utilise the research that has already been conducted to select a solution 
from the In Partnership Networks Investment Proposition. This provides us with some 
third party scrutiny of the recommended investment solution. They utilise the 
research and analysis skills of Rayner Spencer Mills and we fell that this foundation 
provides us with a ‘secure’ list from which to select funds and portfolios. Therefore, 
we will seek to select from the following reviewed fund solutions described below: 
 

Core Solutions Matrix including DFM's 

• Core Solutions are Multi Asset funds or Managed Portfolios that have been 
risk rated on both a one to five and a one to ten scale based on their asset 
allocation, volatility, investment philosophy and characteristics. It is worth 
noting that there can be discrepancies over the ratings given and we will 
illustrate those given by Rayner Spencer Mills after all considerations have 
been made. These solutions have also been split into active and passive 
categories but please note that this distinction has become increasingly 
blurred over recent months as many active managers will employ passive 
solutions to reduce costs. 

• Each fund is rebalanced or reviewed regularly to ensure that the funds 
continue to reflect the given risk profile although the managers do operate in 
very different ways. The matching of funds to a particular risk rating is not an 
exact science and a document entitled ‘Guidance for OLPGs risk matrix’ has 



been produced to explain the methodology used. They also invest in the 
knowledge that the fund manager is regularly reviewing the underlying funds 
and that all the funds on the OLPG Investment Matrix are being reviewed 
quarterly by our external research partner. 

The Core Solutions share the following characteristics. 

• Our investment research partner Rayner Spencer Mills (RSM) initiates their 
inclusion based on our requirements and give the fund an RSM ‘Best of 
Breed’ rating. 

• The funds are risk rated by RSM on their own 1 to 5 scale and mapped 
across to the 1 to 10 scales used by both Distribution Technology and 
Tillinghast Towers Watson. The funds are multi asset in nature. 

• There is a mechanism or facility operating within the fund that allows for it to 
be rebalanced either automatically or by requiring limited intervention by the 
adviser over a prolonged period of time. 

• RSM must be able to report on the fund quarterly to In Partnership. 
• Due to the very nature of discretionary fund management however it can be 

difficult to complete appropriate and meaningful due diligence and research 
on the bespoke services that DFMs offer. We have selected some DFMs who 
adopt processes to run money that our external research partners can 
validate and that we are comfortable with. These managers also value the 
role of the Financial Planner in telling them what the money is for. They share 
our view that in most cases the Advisers expertise lies in creating and running 
the financial plan and that the investment expertise should be outsourced. 
The client therefore has the benefit of both an appropriately qualified financial 
adviser to run and review the plan and an appropriately qualified investment 
manager to run and review the money. As well as being highly regarded for 
their bespoke discretionary capabilities, our current DFMs also run unitised 
investment funds and Managed Portfolio Services that appear on the core 
solutions matrix. This can assist clients and advisers who prefer the same 
investment house to manage money across a number of client propositions. 

Additionally Reviewed Funds – Life & Pensions and Mutual 

• In addition to the In Partnership Investment Strategy we recognise that there 
are other good multi asset or multi manager risk rated solutions. Several of 
the more commonly used funds have also been reviewed. These are often 
provided by the larger life companies or where product manufacture and 
investment operations have been split, from the investment arms of these 
businesses. There are also certain mutual funds that may add further diversity 
to the choice of funds that may not have received an RSMR rating. These are 
listed as Additionally Reviewed Funds and are split into two sections, Life & 
Pensions and Mutual 

• The initiative for their inclusion comes from In Partnership. 
• The fund will be given a ‘fit for purpose’ rating by RSMR and a comment will 

be made by RSMR on the risk rating that the provider has given their fund. 
• Where they are a range of multi asset risk rated solutions there is an internal 

mechanism operating within the fund to ensure that it is rebalanced or 
reviewed in order to maintain its given provider risk rating without requiring 
action from an adviser. 

• RSMR will report on these funds a minimum of once a year, 

 



We have also included some guaranteed and protected funds in this area. 

Rated Funds Range 

• We have seen a huge rise in the availability of both risk targeted and return 
focused funds. These funds are often one of a range of four or five funds that 
have been mapped across a number of risk profiling tools and are managed 
in line with differing risk parameters. Some ranges have been launched from 
new, some new funds have been launched and added to an existing range 
and some existing funds have been adapted and added to an existing range. 
In many cases the range is overseen by a single manager or investment team 
using a consistent process. It therefore makes sense to rate the range rather 
than the individual funds. To be clear this does not affect our core solutions 
matrix. That has always been created and maintained independently for 
members where the breadth of choice and investment style is far wider. 
RSMR will continue to report quarterly on the core solutions. You will however 
see some fund ranges on both the Core solutions matrix and the rated fund 
ranges list. 

 
Ranking and Comparing Funds 
 
When comparing funds and portfolios we will use the synaptic research tool. Having 
ensured that a solution is consistent with the aforementioned criteria, we will consider 
and rank funds based on: 
 

 An Independent Fund Rating tool, such as a ‘crown rating’. 
 3 Year Performance (where available) 
 Fund Charges 
 Volatility of the fund, shown as risk adjusted performance. 

 
In the absence of the above Model Portfolio Solution or at the insistence of an 
investor we can provide our own portfolio and populate the target asset class with 
funds we have researched ourselves.  We can select a bespoke portfolio and factors 
we may consider in the selection of funds are: 
 

 An Independent Fund Rating tool, such as a ‘crown rating’. 
 3 Year Performance (where available) 
 Fund Charges 
 Volatility of the fund, shown as risk adjusted performance. 

 
We will consider funds that have achieved above average quartile performance for 
the last 3 years. We feel that consistency of performance is far preferable to sporadic 
performance. 
 
 
Active V’s Passive Investments 
 
Passive funds follow and index and are suited to clients who are concerned about the 
value offered by a fund manager. They typically have a lower cost because they are 
a computer programme that follows different sectors in the market, rather than paying 
for a fund manager to ‘pick’ stocks. These funds normally track a sector index. 
 



Active funds are managed by an Investment Manager or Team who target the best of 
the best investments out there. This would suit a client who believes that a manager 
can identify shares that are undervalued and offer a ‘boost’ to performance.  
 
An investor has a choice over which style of investment they would prefer and may 
feel that they would like to combine a mixture of both strategies. In the first instance 
we would tend to suggest funds that have a greater bias to the Passive investment 
style. This is because it is consistent with much of the research and analysis that has 
been done using stochastic modelling to provide the target asset allocation and it 
serves to keep costs for investments lower. 
 
In the first instance we will endeavour to select suitable funds that are available 
without incurring any additional contract charges, such as the activation of a SIPP 
facility or the use of a ‘platform’. 
 
The funds selected in managed portfolio’s using independent research agencies may 
not always appear to be the best funds available, under certain criteria, currently. 
They will be analysed based on a medium to long-term time horizon working 
alongside your retirement goals, based on perceived potential performance. An 
example of this could be where a top-performing fund has a low independent fund 
rating for its style of management and risk taking. 
 
A summary of our default selection for a portfolio will be:- 
 

• A Model Portfolio 
• A bias towards passive management, unless directed 
• Risk Profiling and subsequent Asset Allocation mapped to Capita. 

 

Why are risk rated auto rebalancing funds important? 
 
A portfolio split evenly between popular and top performing funds will drift 
significantly away from its original balanced state over time if left to its own devices. If 
a portfolio is not rebalanced it runs the risk of ending up with an asset mix which is 
unaligned with their investment objectives, attitude to risk and, crucially, one that's 
less likely to generate investment success over the long-term. 
 

 
 



At first it might make sense to let a portfolio drift for instance if an asset class is 
performing well, would it not be best to let exposure build at the expense of less 
profitable investments? But with an investment and economic environment that is 
constantly on the move there is no guarantee that an asset class that has done well 
one year will be a top performer the next. The table above shows the performance of 
various investment markets and demonstrates that there is little consistency from one 
year to the next. Given that it is so hard to pick next year’s winning market it makes 
sense to ensure that portfolios are regularly returned to their original composition, 
regularly rebalanced to ensure they remain aligned with an investor's agreed risk 
profile on an ongoing basis. This means individual funds don't need to be constantly 
monitored. 
 
The key to successful investing is in establishing the correct allocation across 
different asset classes, as this is known to determine up to 90% of the variation in the 
returns of a portfolio over the long term. By matching an investor's attitude to risk to 
an appropriate portfolio of investments, you can reduce risk and boost their potential 
for returns. But almost immediately a portfolio will drift away from the initial allocation. 
That’s why regular rebalancing is a critical component of long-term investment 
success. 
 
Moody’s / Capita / Synaptics 
 
They are a provider of market risk management models and consultancy advice to 
financial institutions. 
 
Moody’s / Capita / Synaptic are a research company that can provide a Risk Based 
Asset Allocation. They provide stochastic modeling to research past performance, 
risk and volatility of an asset class and then use this information to make projections 
given many different economic scenarios about the probability of future performance 
of an asset class. 
 
They are leading experts in their field with risk modeling used by over half of the top 
20 global insurers. Their economic projection model is updated quarterly to reflect 
changing market conditions. Stochastic projections process involves circa 90 man-
days effort from experts including economists and actuaries and over 75,000 data 
elements updated. 
 
Ideally we would seek to map the assets of a portfolio to the DT risk profile. However, 
there may be occasions where the risk profile of a portfolio is based on the asset 
allocation suggested by Moody’s. 
  
 
Synaptics 
 
This is a research tool for both Insurance Contracts and Funds. It is presented by 
Capita Financial Software. This is the indusrty tool we use to assist us to research 
the correct contract for you. It allows us to research the whole market place in an 
independent manner. We select a number of fields that are important and relevant to 
your circumstances to provide a ‘shortlist’ of suitable companies. Having done this 
Synaptics employs a complex formula allowing us to filter, sort and rank the 
providers. We are then able to recommend a suitable contract and demonstrate the 
process used to reach that recommendation. 
 
 
 



About Old Broad Street Research (OBSR) 
 
Key Factors - OBSR Fund Ratings are determined on the premise that the fund 
selection process should, whilst taking past performance into consideration, ascribe 
greater weight to identifying the factors that will affect future performance. This 
process demands a much stronger emphasis on a qualitative examination of funds.  
There are several key factors, which lead to the final OBSR Rating determination 
these are: 
 
 Strength of investment process and length of time it has been in place  
 Continuity of investment personnel  
 Investment style that has proven durable over time  
 Clearly defined investment objectives  
 Strong and consistent past performance record  
 Favourable risk adjusted returns  

 
OBSR AAA Rating - this is the highest rating awarded. It is given to funds that 
demonstrate very powerful investment processes and disciplines, which they believe 
will translate into exceptional long-term performance. The OBSR AAA Rating is an 
indication of excellence. 
 
OBSR AA Rating - this is determined using the same methodology as for the OBSR 
AAA Rating. The OBSR AA Rating is an indication of highly superior quality based on 
process and track record. 
 
OBSR A Rating - this is again determined using a methodology consistent with that 
applied for the OBSR AAA and the OBSR AA Ratings. A fund that achieves the  
 
OBSR A Rating status is a highly commendable one. 
 
The OBSR Ratings are determined following in-depth qualitative and quantitative 
analysis with the emphasis more focused towards qualitative appraisals.  
 
OBSR Rating Analysis (in more depth) 
 
A) Quantitative Screening 
 
Discrete Time Period Analysis 
OBSR analyses historical fund performance by looking at results over discrete time 
periods. It places greater emphasis on short to medium-term trends in performance 
than on long-term trends. Their focus is to define the winners of tomorrow. Changes 
to investment processes and/or the appointment of new fund managers can clearly, 
in many instances, bring into question the relevance of long-term historical 
performance. 
 
Proprietary Classification System 
A proprietary classification system across all regions and asset classes to group 
funds together by style this ensures a "like-for-like" comparison of funds their 
extensive knowledge of funds, achieved through the rigorous qualitative analysis 
allows them to build up a sample group of funds representative of different 
investment styles. From this, quantitative models are constructed that describe the 
behaviour of particular styles over specific time periods. The aim is to clearly identify 
groups of funds, which exhibit similar characteristics. 
  



Funds are ranked over discrete time periods according to their performance relative 
to what they term their true peer group - the OBSR defined universe. Funds can be 
moved between these universes at any time, as and when changes in style are 
identified through their qualitative analysis. The process also takes into account fund 
manager changes. Those funds that achieve the highest rankings in terms of 
consistency within the OBSR defined universe are then analysed under the Capital 
Asset Pricing Model, to assess their risk/return characteristics.  
 
The objective is to determine whether a fund is justifying its fees relative to its 
systematic risk. This sounds rather technical. In simple terms, they are aiming to 
measure the added value from any given fund. This process highlights funds worthy 
of further analysis and, thus, the possible consideration of a Forsyth-OBSR Rating. 
 
B) Qualitative Analysis 
 
Corporate Issues  
There are certain key areas that they focus upon, including an analysis of the 
strength of the investment team, the quality of its individuals and their experience, the 
level of research undertaken by the fund manager or the reliance placed on third 
party information. They also consider the merits and demerits of funds being 
managed locally or at head office. The reliance on individual or so-called 'star' fund 
managers, as opposed to the adoption of a team approach, is also considered. They 
need to assess how vulnerable an organisation is to the departure of a specific fund 
manager, which may result in the OBSR Rating being revised.  
 
They attempt to identify particular strengths, which enable them to assess whether 
an organisation is likely to be better than its competitors at managing specific types 
of funds. For example, strong asset allocation disciplines are more important in a 
fund management company, which is heavily involved in the management of global 
or regional funds. To give further instance, when examining bond funds, they will 
consider the quality of the organisation's skills in the interpretation of macroeconomic 
data, as well as its ability and resource in the evaluation of credit risk. 
 
Fund Manager Interviews 
In-depth interviewing of fund managers is the cornerstone of this aspect of their 
process. The aim is to gain a thorough understanding of the investment process 
applied in the management of a fund. This part of the analysis is ongoing. OBSR 
carry out around 5000 fund manager interviews each year for the OBSR Fund 
Ratings Service and other research services.  
 
There are a number of areas they examine as part of their due diligence. They have 
deliberately avoided the production and completion of questionnaires for fund 
managers. They recognise that there are great differences in style and they do not 
wish to be constrained by the need to 'straitjacket' fund managers with their own 
definitions and questions. Anyone can fill in 'boxes' but there is more required to gain 
real insight into a fund. They prefer to make their assessment based on detailed 
discussion and, whilst knowing what questions they want answered, they do like fund 
managers to describe their (and their team's) investment process and approach in 
their own way. 
 
 
Ongoing Monitoring 
The OBSR Rated funds are monitored continuously and their managers may be 
contacted or re-interviewed as frequently as quarterly. The objective of regular follow 
up is to enable their research teams to revalidate our understanding of a fund. 



Managers of other funds, which may aspire to the OBSR Rated status, are also 
interviewed regularly. They spend considerable time developing their understanding 
of how different investment management houses operate. They aim to gain a real 
insight into their investment style and to identify areas of expertise (and possibly, 
weakness). 
 
Contrasting Investment Approaches 
Their analysis of investment groups, fund managers and individual funds points to 
the fact that, at times, very different approaches are taken in managing money in 
similar areas. Once we have defined the strengths of a particular management group 
we begin to focus more on specifics. We wish to gain a clear picture as to how an 
individual fund is to be managed and how a company's overall methodology 
translates into practical day-to-day management.  
 
The most important issue here is to obtain a clear definition of a fund's objective. 
They examine attitudes towards managing an investment portfolio actively or 
passively. They look at the growth and value investors. They consider the degree of 
aggression and attitudes towards trading. They look at the tendency to buy large, 
medium or small-capitalisation stocks and, where appropriate, the blend of these in 
the portfolio. They look at the degree of diversification or concentration in the 
portfolio. They follow closely the pursuit or otherwise of the sector themes. They look 
at portfolio commitment to individual sectors and stocks either as core holdings or as 
temporary features.  
 
 
OBSR Summary 
As noted earlier, the award of an OBSR Rating to a fund is intended to be a 
predictive indication of its quality. While past performance can be an important factor, 
the essence of their approach is to emphasise this qualitative aspect and the 
judgment and experience of the fund management teams is critical in the OBSR 
Rating determination. This is the real added value of the OBSR Fund Ratings 
Service. 
 
 
Financial Express (FE) Ratings 
 
FE Crown Fund Ratings 
Crown Fund Ratings are a quantitative measure and cover all the 200,000+ funds 
that FE collects worldwide. They are based on historical performance relative to an 
appropriate, targeted benchmark, chosen by FE.  
 
FE Crown Fund Ratings enable investors to distinguish between funds that are 
strongly outperforming their benchmark and those that are not. The top 10% of funds 
will be awarded five FE Crowns, the next 15% receiving three quartiles will be given 
three, two and one Crown respectively.  
 
Rebalanced half yearly in February and August, the ratings take into account three 
key measurements to derive a fund’s performance: alpha, volatility and consistently 
strong performance. FE Crown Fund Ratings are frequently used by professional 
advisers to screen for the best performing funds in a sector and at a factsheet level 
are used as part of an adviser’s paper trail to show thorough and rigorous research 
has been undertaken.  
 



FE Crown Fund Ratings are frequently used by professional advisers to screen for 
the best performing funds in a sector and at a factsheet level are used as part of an 
adviser’s paper trail to show thorough and rigorous research has been undertaken. 
 
FE Alpha Manager Ratings 
Formerly the Trustnet Alpha Manager Ratings, these rate the performance of a fund 
manager over their career regardless of the number of funds they have managed or 
number of places worked. They are designed to distinguish fund managers who have 
consistently performed well over the longer term. The robust methodology is 
comprised of three key components:  
 

• risk-adjusted alpha (with track record length bias) 
• consistent out-performance of a composite benchmark representing the 

manager’s peer group over time  
• out/under performance, consistency in rising and falling markets 

 
Reviewed annually, only those within the top 10% of all listed managers of unit trusts 
and OEICs from January 2000 are then awarded the FE Alpha Manager status, 
ensuring only the elite receive this accolade. 

 
 

Ongoing Service 
 
This will enable Simply Retirement to assist you with the effect of any changes that 
may have taken place. Your income requirements and long-term aims can be 
discussed to see if these are the same as the previous period. Any significant 
changes in your health should also be considered. The investment strategy should 
be analysed especially where your aims and objectives have changed. If investment 
returns have not been as expected, it may be desirable to change the existing 
strategy. If any of the factors affecting your product have changed, it may be 
appropriate to adjust the amount of income being taken.  
 
You will receive an annual valuation or be able to access this online. Your 
circumstances may alter and this may change your objectives and priorities. If you 
would like to discuss these please contact us. Our ongoing service will include an 
adviser being available by telephone and for us to deal with any administration or 
provide guidance about your policy. 
 
The fund recommendation currently being offered is designed with your current 
attitude to investment risk and the term of the expected investment included. Both of 
these may alter and may need to be addressed. Please bring this to my attention in 
the future if this is the case. 
 
For example, a client aged 60 may wish to retire in 5 years time, and buy an annuity 
at that point. This would mean crystallising your funds and I would suggest that as 
that time approaches we move towards a more cautious, less volatile investment 
portfolio. However, if you intend to draw income from your investments indefinitely to 
support your retirement, there is a much longer investment term in place allowing a 
greater degree of risk.  
 
Additionally, if one of the asset classes performs much better than another, your 
investment portfolio may no longer be suitable for your attitude to risk and may need 
to be rebalanced. Alternatively, this could be viewed as part of the long term 
investment strategy where you would like to adhere to the original investment 



portfolio and view the fluctuations as part of the expected volatility throughout the 
natural lifespan of that portfolio. 
 
On occasions we will receive an ongoing commission from the contract and no 
further review service will be provided. In this instance the ongoing payment has 
been arranged to assist in the payment of the original advice or transaction. 
 
You will receive no further assistance or guidance if you do not request ongoing 
service. 
 
Deliverables – Ongoing Service 
 

Service Level Details Restricted 

Standard * • Telephone and email support - Available for telephone 
appointment only for annual discussion. (1 hour) at 
client request. 

• 1 extra telephone call during the year. Calls returned in 
4 working days. Up to 30 minutes 

• Available 9am to 8pm for booked calls. 
• Annual Statement (Collate and Issue Valuation of 

Holdings) 
• Summary of current position 
• Acting as agent between provider and client. Instruct 

provider about required changes and deal with 
administration. 

• Analyse investment risk and portfolio in the context of 
the current plan only. 

• Post RDR Plans – Provide Ex Ante and Post Ante costs 
disclosure 

See table below 
 
With a minimum 
of £375 per year  

Bespoke * 
 

No predetermined service. To engage on a time spent basis and 
previously agreed.  

By Negotiation. 

*these service levels are not an Ongoing Annual ‘Review’ which would include a Periodic Assessment of 
Suitability 

Standard 
Plus 

This is the ‘standard’ level of service but includes a periodic 
assessment of the ongoing suitability of your investment. This is 
an Annual Review. 

An additional 
0.5% of the 
Investment per 
year. 
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