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Editorial  February 2014

Iam delighted to be introducing our unique new WealthSelect 
proposition in this edition of informer. 

Innovation has always been a key part of our story. In 1985 we 
pioneered multi-manager investing. In 1993, we introduced the 
concept of fund supermarkets, which is how everyone invests today. 
WealthSelect looks set to write the next chapter of that story. 

What’s so compelling about it? Imagine being able to offer your clients 
their own portfolio, managed by one of the industry’s top investment 
firms; one that contains big name fund managers and a range of 
highly-rated funds at really competitive prices; one that is easy for you 
to implement and use; one that ticks your firm’s due diligence boxes 
and at the same time reduces your compliance and administrative 
burden; one that makes you look good in front of your clients; and - 
here’s the best part – one that is managed and provided to them at no 
additional charge. 

WealthSelect has evolved as a result of the journey we have all taken 
over the last ten years - whether client or adviser. The financial 
landscape changed, and so have our perspectives on it. 

Clients in our industry have gone from being confused, 
understandably given the opaqueness of many products and services; 
to concerned when the 2008 crisis undermined their trust and 
confidence; to their current state of cognisance – knowing what they 
want, how they are most likely to get it, and what value it offers them.

As an industry, our journey has been driven by regulatory changes. 
I believe that these have been valuable, not in changing the advice 
community so much as codifying the journey that most of us had 
already begun. The RDR didn’t make you a professional; it has made 
sure that you are now seen as one. 

As you will discover in this edition, and in your dealings with us over 
the coming months, WealthSelect is designed to meet the challenges 
posed by these factors. It offers a unique new set of investment 
opportunities that can transform and enhance the way you do 
business. 

  Peter Mann

Vice Chairman  
Old Mutual Wealth



Briefing  the latest news from Skandia

Tax-year end  

2014
With tax-year end just around the corner, you are no doubt 
making preparations to ensure your clients have made the 
most of their relevant allowances for the current tax year.  
And as ever, this year it’s not just your client’s ISA allowance 
you need to worry about. Find out more about changes to  
the Lifetime Allowance from Adrian Walker on page 6 and  
discover what you need to be doing now for potentially 
affected clients.

You can find out Skandia’s requirements and deadlines for tax-year end 
business submissions on our website at www.skandia.co.uk/adviser/TYE 

Welcome to 
WealthSelect 
Our newly launched fund range and Managed Portfolio Service is now open to business. A range 
of resources are available to help introduce you to the WealthSelect offering, and guide you in 
how to get your clients started. Our dedicated WealthSelect website hosts interactive explorer 
tools which allow you to delve into the details of the funds and learn more about the managed 
portfolios available in the range. You can also find information on why Skandia has launched 
this new investment proposition, what type of customer the fund range and Managed Portfolio 
Service might be suitable for, and how the WealthSelect range is managed, amongst answers to 
other frequently asked questions.

Start exploring WealthSelect now at www.skandia.co.uk/wealthselect 

Professional Adviser 
Awards 2014 
Skandia scooped Best Platform for the fifth 
year running at the recent Professional Adviser 
Awards. Thank you for your continued 
support.
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Protection 

As online retailing becomes more sophisticated, 
Ian Jefferies looks at the new functionality 
which is championing improvements in buying 
protection online.

A recent online shopping spree reminded me 
of just how slick the retailer process has 
become to encourage us – as consumers – 

to part with lots of cash on the web. My previous 
purchases had been remembered and helpful 
suggestions came up on the screen based on what 
other customers had bought. Re-using my debit 
or credit card and selecting a delivery address 
involved nothing more than ticking a few boxes.

I also had the wallet-shredding experience of 
buying car insurance for my teenage daughter 
through a price comparison site. Despite the 
amount of money involved for cover with a huge 
excess, I couldn’t help but be impressed by how 
straightforward it was to get on risk on a Sunday 
afternoon. It might be a more complex product 
with more questions to answer than buying books 
from Amazon, but still a slick process.

This set my mind thinking about how this 
compares with our ‘add to basket’ and ‘go to 
checkout’ process in the protection market. Life 
and critical illness products are a step-up again 
in complexity from car insurance with health-
related underwriting factors to consider; however 
we shouldn’t shy away from benchmarking our 
processes against the best in class among retailers 
and price comparison sites. 

Delay is one of the biggest obstacles in 
writing protection but there is firm evidence of 
significant progress being made to speed up the 
process to checkout. One of the largest advice-
giving, protection specialist intermediaries is 
LifeSearch. Every month they submit thousands 

of applications to providers and they produce 
some very insightful MI. This shows that back at 
the start of 2010 it took on average 
just under 24 days 
for providers 
to issue 
acceptance 
terms to 
clients. 
However, 
almost four 
years on and 
the average has 
halved to just 
under 12 days. 

Much of the 
improvement has 
come from online 
systems linked 
to more efficient 
underwriting processes. 
In the past, when further 
medical information was 
needed to supplement the 
client’s application, General Practitioner reports 
and medical examinations were the standard next 
steps. However, many insurers have moved away 
from that approach and are increasingly using 
combinations of nurse screening examinations 
and tele-interviewing as a way of obtaining more 
relevant information, much more quickly. 

Nurse screenings can take place at either the 
client’s home or workplace within days of the 

champions
Checkout
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Find out more about the latest on our protection products at 
www.skandia.co.uk/adviser/protection. 

application being submitted. The results are 
uploaded immediately after the screening by 
using slick, mobile technology that allows the 
underwriters to review the results and to decide 
whether terms can then be offered. 

Tele-interviews are conducted by qualified 
nurses and they go through the application 
questions with the client. The client benefits by 
being able to give full disclosure to a qualified 
health professional in complete privacy. The 

adviser benefits by not having to go 
through the question set with the 

client and, importantly, by being 
removed from any non-disclosure 

by the client. As an insurer we 
benefit by receiving more detailed 

information from the client. In 
many cases our underwriters 
are then able to offer terms 

without the need for a GP 
report which is a time-

saving that everyone 
involved benefits from. 

All of this is good news 
in making the purchase 
of protection quicker for 

clients and more efficient 
for advisers. However, I 

think that a further significant 
improvement to the ‘checkout’ 

process is needed.
Buying car insurance 

brought into sharp focus 
for me that protection 
is the only insurance 

product where the 
major risk factors 

such as health are 

generally not obtained from clients before they 
are given a quoted price. This means that too 
many clients currently are given prices that 
aren’t the real prices they will be asked to pay 
after underwriting. A rough and ready estimate 
is that perhaps 20% of cases receive rated 
premiums. If client expectations haven’t been 
managed upfront in this regard, it will only result 
in an unpleasant surprise and many will drop 
out of the process at that point without buying 
the cover that they need. Who would expect to 
be asked by Amazon at the ‘checkout’ point to 
pay a price that is higher than the one they were 
shown in the ‘shopping basket’? 

Around the market there are three or four 
firms that are working on a solution for the 
protection market. They range from quote 
portals to a new enterprise that is being backed 
by a major reinsurer. Intelligent technology 
will be used to varying degrees with some 
producing more sophisticated solutions than 
others. Nevertheless, they have common 
objectives to make the process of buying 
protection faster, with better management of 
client expectations and fewer people dropping 
out. For advisers the outcome will be much 
better informed decisions on choice of insurer 
and a lower-cost, less time consuming process. 
2014 could well see a step change in how we all 
‘go to checkout’. 

Ian Jefferies is Head of Protection at Skandia.

      Much of the improvement has come from online 
systems linked to more efficient underwriting processes“ ”
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Knowledge Direct  technical planning 

As tax year end approaches, the 
reduction in the Lifetime Allowance that 
will start to take effect from the start of 

the 2014/15 tax year presents a different area 
of advice and planning, for clients who are 
considering:
•  starting to take income from their pension 

savings, or 
•  increasing the level of retirement income they 

need from those savings.

When a client crystallises benefits to take 
a pension commencement lump sum and 
create the ability to take income from the 
pension capital, the value of the savings being 
crystallised is tested against their available 
Lifetime Allowance.

The Lifetime Allowance for the current tax 
year is £1.5 million which will reduce for most 
individuals to £1.25 million from the start of 
the next tax year. What could be the impact of 
making the wrong decision?

Clients phasing income
 For clients who will be taking income from 
their pension savings this year, the decision 
as to when to take that income could have an 
effect on their longer-term retirement outlook, 
depending on the level of pension savings they 
currently have.

Crystallising benefits in this tax year, rather 
than the next, will reduce the amount of a 
client’s Lifetime Allowance that is used up in 
providing these benefits. In simple terms, such 
action could:
•  increase the available pension 

commencement lump sum that is tax-free 
from future crystallisations and

•  reduce the potential for a client to suffer a 
lifetime allowance tax charge on part of the 
future value of their pension savings when 
they draw on those untouched pension 
savings.

The table below illustrates the potential 
differences of crystallising benefits in this tax 
year rather than next tax year.

The impending reduction in the Lifetime Allowance (LTA) 
could have a significant financial impact on affected 
clients. Adrian Walker explains why advisers should 
act now to provide advice during a unique window of 
opportunity.

Don’t miss the
LTA window

Amount crystallised % of LTA used in 2013/14 % of LTA used in 2013/14

£200,000 13.33 16.0

£350.000 23.33 28.0

£500,000 33.33 40.0
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If you would like further support on retirement planning 
and other tax year end planning opportunities 
visit www.skandia.co.uk/knowledgedirect

The percentage differences may appear 
to be small, however these percentages 
need to be considered in monetary terms 
against a Lifetime Allowance of £1.25 
million. So, in the case of a client considering 
crystallising £500,000 of pension savings, 
the monetary difference in terms of available 
Lifetime Allowance is £83,375, of which 
£20,843.75 would be an additional pension 
commencement lump sum and therefore 
create an additional tax free income 
entitlement.

By comparison, if this client were to be 
impacted by the reduced Lifetime Allowance 
in the future, and delayed the initial 
crystallisation until the new tax year, then 
potentially the £83,375 of Lifetime Allowance 
effectively lost by the delay in crystallising 
benefits would be subject to a potential 55% 
tax charge if taken as a lump sum, resulting in a 
net payment to the client of £37,518.75.

These issues will have less impact for clients 
registered for Fixed Protection 2012 and 2014 
where there is a protected lifetime allowance 
underpin.

The situation is different for: 
•  clients registered for primary and enhanced 

protection who do not have a protected tax 
free cash entitlement

•  clients registered for individual protection 
with a pension savings value below £1.5 
million

•  the vast majority who are currently not 
registering for protection but who will have 
untouched pension savings to be used in the 
future. 
These clients can effectively by crystallising 

benefits in this tax year, before build pension 
savings that in total could exceed the 
forthcoming £1.25 million Lifetime Allowance 
threshold without a tax charge applying to the 
excess and benefit from the availability of the 

additional pension commencement lump sum 
created within that situation.

A potential ancillary benefit is that the 
increased Lifetime Allowance could provide 
a lump sum death benefit payment from 
untouched funds prior to age 75 that will not 
be subject to a 55% tax charge, if that situation 
arises in the future.

Clients fully crystallising using 
capped or flexible drawdown

For those clients who will be using capped 
or flexible drawdown as the initial income 
solution when the benefit is crystallised, please 
remember that a further Lifetime Allowance 
test will be applied to the fund when the first 
of the following events occurs:
•  the client annuitises part or all of that fund, or
•  the client reaches age 75 in drawdown.

Any capital growth on the value of 
the drawdown fund since the original 
crystallisation will be tested against the client’s 
remaining Lifetime Allowance. Creating 
greater future availability within the Lifetime 
Allowance will reduce, or completely negate, 
the possibility of a Lifetime Allowance tax 
charge being applied to those savings.

It should also be remembered that if the 
benefits being crystallised are the first since 
April 2006 and the client has benefits in 
payment from before A-Day, the value of those 
benefits in payment from a Lifetime Allowance 
perspective will be valued at 25 times the 
pension in payment or the maximum annual 
income payable from income withdrawal.

The time between now and the end of the 
tax year offers a small window to identify 
affected clients, provide advice and implement 
these plans.  
Adrian Walker is Retirement Marketing Manager 
at Skandia.
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Love Affair’ was probably the first 
manufactured group. For a truly pop band 
they caused controversy. Did they actually 

record their 1968 No 1 hit ‘Everlasting Love’ or 
was it recorded by session musicians? Whatever 
the controversy, the fact the song is still known 
today means it has had a longevity way beyond 
what would have been expected at the time. 

Very few things last forever, not least, human 
life. When putting together retirement income 
strategies there is a risk that many of us 
underestimate our own longevity. The House of 
Lords report ‘Ready for Ageing’ maintains that 
many perceive annuities as poor value because 
they underestimate their life expectancy by six 
years on average. 

Remember this is average life expectancy; 
50% would not be expected to reach that 
age, whilst 50% would be expected to survive 
longer. Last month we looked at sustainable 
income. I admit to being sketchy about how 
much sustainable income can be drawn. That is 
because it is influenced by the longevity risk. 

A 65 year old, who expects to live for average 
life expectancy of 20 years, can draw a higher 
sustainable income than if he expected to 
live for 40 years. Whilst the probability of a 
male 65 years old living for 20 years or more 
is 47%, the probability of living for more than 
35 years or more is 2.5%. How much risk is a 
particular individual willing to take? Are they 
underestimating the risk?

If the client wishes to take no risk with 
longevity, they should buy an annuity. However 
they need to consider how to mitigate the 
inflation risk which I discussed last month.

If an invested income solution is to be 
adopted, there needs to be an understanding 
of the influence of longevity on the amount of 
income of income that can be sustained. If you 
under-estimate longevity, income will be drawn 
down too quickly, leading to reduced living 
standards towards the end of life. Over-estimate 

Nobody likes to think about their own mortality, but 
understanding and assessing life expectancy can 
significantly help in selecting the right retirement 
strategy for clients, says Bob Champion.

Retirement  

Love
Everlasting

‘

Age Male Female

85 47% 60%

90 26% 33%

95 10% 17%

100 2.5% 4%

Table 1  
Chances of a 65 year old surviving to age*
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longevity and income could be drawn too 
conservatively in the early years of retirement. 
This may lead to reduced living standards during 
retirement and a larger sum than intended being 
left to dependants.

Having understood the risks, 
how can they be mitigated?
Firstly the client needs to understand the 
probability of surviving to certain ages; also, the 
fact that longevity is increasing and will increase 
as they get older.

With your guidance as their adviser they 
should be able to understand the risk they are 
prepared to take with longevity. This process 
should be revisited from time to time. If the 
client is anticipating a long life but favours an 
investment solution for their retirement income, 
the investment portfolio could be underpinned 

by placing part of the retirement fund into an 
annuity or by planning to use an annuity for part 
or all of their income needs at older ages.
Alternatively the client should also understand 

the possible contingencies if they underestimate 
their longevity, for example releasing equity 
from their home to provide income for the final 
years.
Love Affair sang about an everlasting love. Life 

is not everlasting, but the problem it presents 
for the financial planning of retirement income is 
that no one knows when it will end. 

Bob Champion is Retirement Product  
Lead at Skandia.

*Source: The House of Lords Report ‘Ready for 
Ageing’.

You can get more retirement planning support on our retirement 
resource centre at www.skandia.co.uk/keepit 
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Knowledge Direct  technical planning 

A taxing time of 

year
This year tens of thousands of individuals 

will have paid a charge of up to 25% 
of the child benefit they received in 

2012/13, due to having income in excess of 
£50k (the full 25% where income exceeds 
£60k) in that tax year. For those who didn’t 
plan, the shock will be that they will now be 
liable for the whole amount for the 2013/14 tax 
year, which for one child would be £1,055. 

At the other end of the spectrum, age 
allowance has been effectively reduced as the 
personal allowance has nearly increased to the 
Government’s headline £10,000 per individual. 
With the ageing population, maximising 
income in later life has become a real 
challenge. This is compounded by a period of 
low interests which, combined with inflation, 
has effectively created a negative return.

Ensuring personal allowance, additional 
benefits, and allowances are maximised 
through holistic planning underlines the need 
for advice but also adds weight to the role 
of the adviser and their service proposition. 
In addition to the taxing points above, 
approximately 750,000 individuals will also 
now fall into the higher rate tax bracket this 
year due to the changes in personal allowance 
and reduction in the higher rate threshold.

The ISA and pension funding areas are well 
covered this time of year and would still be 
top of most advisers’ planning points to help 
reduce the income tax burden. However, 
going forward and with the continued need to 
replace lost income tax-efficiently, the use of 
unwrapped collectives may also offer excellent 
client outcomes.

Whereas everybody looks to use their 
income allowances effectively, the capital gains 
tax annual exemption is often over looked. 

The FTSE® 100 returned 14.4% in 2013 and 
the FTSE 250 an even more impressive 28.8%. 
Building up a collective portfolio and investing 
for capital growth (not income) should 
maximise capital growth, reduce income tax 
leakage, and therefore protect allowances and 
reliefs. The effective rates after the £10,900 
annual exemption (taxed at 0%) are 18% and 
28%, which are still attractive compared to 
income tax rates especially for higher and 
additional rate payers. 

Consider a £100,000 investment where 
there is a requirement for ‘income’. How this 
is achieved needs to be considered with the 
wider facts and the available allowances. 
If invested in a fund that tracked the FTSE 
100 last year it would be worth £114,400. A 
£10,000 withdrawal would suffer no tax and 
fall within the annual exempt amount (under 
the part disposal rules it would only use up 
£1,258.74 of the allowance) and not impact 
any of the areas raised above.

For those holding multiple investment funds, 
additional planning could be considered when 
looking at CGT and disposals. Realising from 
the largest fund or the fund with the largest 
gain may assist future planning. Creating 
the right amount with maximum loss or gain 
depending on the client’s previous CGT history 
may also add another element to the planning 
of capital extraction. Providing such a service 
for your clients will clearly support your value 
proposition. All of these options are available 
in our CGT reporting tool for those investing in 
via the CIA, accessible via the Adviser Extranet 
service.  

Phil Carroll is Proposition Financial Planning 
Manager at Skandia.

How tax-friendly are your client’s financial affairs? 
Phil Carroll looks at the impact of current rules and 
the potential tax planning issues.
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WEALTHSELECT –
POWERFUL INVESTMENT SOLUTIONS 
TO KEEP YOU IN FRONT

WealthSelect gives you a winning combination of leading asset management brands; plus 
strong performance through a best in class Managed Portfolio Service at no additional charge. 
Compelling new solutions that demonstrate the value of your advice.

• Active portfolio management
•  A range of funds from some of the best brands – researched and constantly monitored
•  Market-leading tools for easy administration and impressive service.

All at a highly competitive price.

To stay up to speed, visit www.skandia.co.uk/wealthselect

Your clients’ investments may fall as well as rise in value and they may not get back what they put in. www.skandia.co.uk

For Financial Advisers Only.
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Iam not a great flyer. Most of the time I’m in 
the air it’s on a small turbo prop plane out of 
Southampton, where you feel every bump 

and bounce. As with most flights, boredom 
sets in quickly, and your mind starts wandering. 
Here I am, sitting in an aeroplane, or a ‘pointy 
metal tube of death’ as a well-known platform 
commentator describes them, and it struck me 
that this whole arrangement is similar to dealing 
with my financial adviser (stay with me here). 
I have been very clear about my needs, my 
goals, my sensitivity to price, and consequently 
what outcome I am hoping for. I selected my 
airline, booked my ticket from A to B, and sat 
back and enjoyed the flight. As a customer, 
I am paying the airline to do the important 
parts for me. That’s an expert role – it defines 
whether I get the outcome that I’m seeking and 
it’s worth paying for.

As I sit back in my seat prior to take off, the 
pilot tells me all I need to know. I am flying 
to Southampton. I am certain he has done a 
reasonable level of due diligence on both the 
flight path and the aeroplane itself, but as a 
customer whilst this work can have a potentially 
catastrophic influence on the success of my 
journey, I don’t want to get involved myself. I 
trust my pilot to do the right thing for me. He 

doesn’t tell the passengers how the engine 
works, what fuel we are using today, or even 
how much he is getting paid. He focuses on 
what is important - reassuring the passengers 
that they are going to end up where they are 
hoping to. So I sit back and enjoy the flight.

The trust we place in pilots is not misplaced. 
Despite the odd bumpy flight and occasional 
delay, I have always achieved the outcome I am 
looking for and have reached my destination. 
Over the last couple of years we have seen a 
real shift to advisers adopting a similar model, 
working with their customers to understand 
their goals, objectives and other aspects. 
Their sensitivity to cost, their need (or not) for 
ongoing involvement and how experienced an 
investor they are have all become points for 
discussion and will influence the investment 
solution that is recommended. 

Increasingly, the investment solution will be 
part of a Centralised Investment Proposition 
(CIP). Over the last 18 months, The Platforum 
has been tracking the movement of advisers 
adopting a CIP. The last quarter’s research 1 

has shown that rather than just talking about 
it, advisers are taking a step back from fund-
picking (28% compared to 31% in Q3). The 
Platforum research shows that advisers 

Flexible solutions and a high-performance platform 
can help you pilot your clients’ investments towards 
their intended outcome, says Mike Barrett.

Helping
investments

takeoff

Platforms 
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are adopting a mixture of multi-asset 
funds and model portfolios, both in-sourced 
and outsourced within their investment 
proposition. I know from the advisers I meet 
with, that it is the customer who ends up 
selecting which solution they adopt, based 
on the needs and characteristics mentioned 
above, rather than the adviser shoe-horning a 
particular customer segment into a one ‘pot’. I 
can afford to fly first class, but I choose not to 
as I am price sensitive. The customer selects 
the outcome that is most suited to their needs.

Just as with flying, the engine of the 
investment proposition and the platform 
it is housed on can have a huge bearing on 
the end outcome the customer achieves. 
At Skandia we believe we are the leading 
provider of platform based investment 
solutions. As you will have seen elsewhere 
in this month’s Informer, we can offer a wide 
range of outsourced investment solutions at 
great value. Our platform includes an extensive 
range of planning and reporting tools, all fully 
integrated into the system. And crucially, 
our platform engine has been built with solid 
fundamentals in place, delivering a robust 
custodian system.

The strength and security this engine 
provides to your customers should not 
be overlooked. We have strong operating 
agreements in place with all fund partners and 
as a result have over a million trades per annum 
transacted and settled by secure electronic 
means. Daily reconciliations and watertight 
client money management not only ensure 
your customers’ investments are secure, but 
they allow you to transact in the most efficient 
manner possible. We can offer same or next-
day switching, with the switches pre-funded 
to minimise out of market exposure. And the 
engine is continuously evolving and growing; 
last year we were the first platform to offer 
electronic re-registration, and unit rebates 
for customers. All of these developments are 
delivered to ensure the trust your customers 
place in your advice is not misplaced. They 
can sit back and enjoy their flight safe in the 
knowledge their adviser has their best interests 
at heart.  

Mike Barrett is Platform Marketing Manager  
at Skandia.
1 Source – The Platforum UK Adviser Guide November 2013.
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What are the biggest business challenges 
you face? We’re familiar with a number 
of responses through our work 

with advisers: vast amounts of administration, 
unprofitable tasks that take up too much time 
and staying on top of compliance (an issue which 
has only continued to increase over recent years).

Now there are additional trials brought about 
by RDR. Moving to a fee-based charging 
structure, servicing clients at a cost you’re both 
comfortable with and questioning the value of 
each action means making a profit now is harder 
than it ever was.

We wanted to tackle these difficult challenges 
head-on; to find a way to help advisers do more 
business, to spend less time on the day-to-day 
grind and – most importantly – to make profit 
where it might have been unfeasible before. 
WealthSelect has been designed specifically with 
this aim.

What is WealthSelect?
WealthSelect is a carefully researched and 
focused fund range offering exceptional value. It 
includes a new, risk-targeted Managed Portfolio 
Service, which is optimised for each product 
wrapper and is available to investors at no 
additional charge. The range comprises a hand-
picked selection of around 60 funds from 12 high 
quality and well-known fund managers, including 
Old Mutual Global Investors (OMGI). Thanks to 
Skandia’s scale and buying power, WealthSelect 
funds are priced very competitively. You can 
choose to either construct your own portfolios or 
use our Managed Portfolio Service, which invests 
in funds from the WealthSelect range.

Helping advisers provide  
suitable solutions 
A key consideration when constructing 
WealthSelect was fulfilling real, everyday 
investment needs of clients. Often, the 
services valued most by clients are face-to-
face advice and having their specific needs met 
via a suitable investment.

Our objective with the launch of WealthSelect 
is to provide you with an additional solution 
which may appeal to a broader range of clients 
with variable needs and preferences, – for 
example, those clients who may be more 
cost-sensitive but still value the involvement 
of an adviser. The range is complementary to 
our existing packaged solutions (Spectrum, 
Generation and OMGI’s soon-to-be-launched 
Foundation funds) to give you even more choice 
going forward.

WealthSelect can help to nurture client 
relationships by letting you spend less time on 
fund research and monitoring, and more time on 
providing holistic financial planning.

Designed for you
Importantly, WealthSelect can also improve 
business efficiency and minimise risk. This is most 
pronounced when using the Managed Portfolio 
Service. By outsourcing the role, much of the risk 
and cost associated with running a proprietary 
portfolio management service is eliminated. The 
portfolios will be managed by OMGI’s highly-
skilled, well-resourced team.

Investments  

Our eagerly-anticipated new fund range has been 
designed to help advisers offer cost-effective 
investment solutions to a wider range of clients. 
Alistair Campbell gives us an overview.

WealthSelect 
designed for you
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You can find out full details about WealthSelect, and access our new 
interactive tools to explore the fund range and managed portfolio, on our new 
adviser microsite. Get up to speed at www.skandia.co.uk/WealthSelect

Personalised client reports
Finally, we’ve made producing reports for our 
Managed Portfolios quick and easy, allowing 
you to create easy to understand reports for 
your clients. The content and structure of these 
reports has evolved based on valuable feedback 
we received in testing reports with advisers and 
clients.

Another valuable innovation is that reports 
can be co-branded by adding your own logo. 
Reporting cycles are easy to manage; you can 
produce simple reports in just a few clicks of the 
mouse.

In the busy post-RDR world, WealthSelect 
delivers a powerful combination of proven 
manager research capability accessing the most 
trusted brands in the market, performance 
through active portfolio management, great 
service through our leading portfolio reporting 
and analysis tools, all at a very competitive price. 
Throughout, its development we’ve made sure 
that WealthSelect has been designed for you and 
your clients.  
Alistair Campbell is Head of Investment  
Marketing at Skandia.

WealthSelect in a nutshell

•  Provides low cost access to around 60 funds 
from some of the UK’s best-known fund 
management brands

 •  Funds researched and monitored, on an 
ongoing basis, by the Multi-Asset team at  
Old Mutual Global Investors. 

 •  Access to our discretionary Managed Portfolio 
Service at no additional charge

•  Provides access to Old Mutual Global Investors 
award winning Spectrum and Generation funds 
as well as the soon to be launched, OMGI 
fettered Foundation funds

•  Co-branded and easy to access ‘best in class’ 
client reporting for the discretionary Managed 
Portfolio Service 

•  Access to a range of extensive online tools
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The WealthSelect Managed Portfolio Service uses 
Old Mutual sub-advised funds from market leading 
asset management groups within a strategic and 
product-optimised asset allocation. Stuart Clark 
discusses the approach and its benefits.

The WealthSelect fund range includes funds 
from 12 well-known market-leading asset 
management groups spanning all the major 

asset classes. The funds were selected using our 
rigorous research process, the same process we 
have used successfully at Skandia Investment 
Group and are now utilising within the Multi-Asset 
team at Old Mutual Global Investors.

We believe we have selected managers that 
have a strong competitive edge in their respective 
asset class or market. These managers typically 
have a proven ability to deliver strong and 
consistent performance through a variety of 
market conditions, extensive industry experience, 
an understanding of the strength and limitations 
of their approach, and the insight and conviction 
to back their ideas whilst still investing for the 
long term.

Strategic asset allocation
We use the funds within our Managed Portfolio 
Service in conjunction with a dynamic strategic 
asset allocation approach designed to maximise 
the potential return for an expected level of risk. 
The portfolios are designed to offer diversification 
at multiple levels, investing across global markets, 
both developed and emerging, and via managers 
with different styles and approaches.

The strategic asset allocations for our portfolios 
are based on output from an asset allocation 
model developed with leading investment 

consultancy Towers Watson, which uses a 
process known as mean variance optimisation. 
This process is based on the theory that the 
correlation between assets within a portfolio 
has a much greater bearing on overall risk than 
any individual asset in isolation, and that by 
analysing the risk-return outcomes for different 
combinations of assets, it is possible to create 
an optimal portfolio for every level of risk. There 
are a number of factors which go into building 
optimal asset allocations, including assumptions 
about expected returns for each asset class, their 
expected volatility, and the correlation between 
these assets over the long term (10 years).

Along with Towers Watson, we review these 
assumptions on a quarterly basis to ensure they 
remain appropriate given the ever-changing 
market environment and may adjust them 
accordingly. This asset allocation approach is 
fundamentally the same as the one used in our 
platform tools for over a decade and in our award 
winning Spectrum fund range since launch in 
2008.

We believe a risk-targeted approach gives 
customers a much clearer idea of what they can 
expect from their investments than the risk-rated 
approach adopted by many of our competitors, 
which tends to select funds by assessing their risk, 
based on past performance and so gives investors 
little certainty that this level of risk is going to 
remain in the future.

WealthSelect  
Managed Portfolios

Managing the

Investments  
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Product-optimised
Our portfolios’ asset allocations are also designed 
to be as tax-efficient as possible. The asset 
allocation targets are tailored depending on the 
product into which a client is investing to help 
maximise overall returns. Different products 
enjoy different tax statuses so this can affect the 
attractiveness of different asset classes to our 
portfolio optimiser. 

For example, there is no tax on interest within an 
ISA or pension which makes fixed interest more 
attractive than cash at lower risk levels. Also, as 
cash cannot be held for the long term in a stocks 
and shares ISA, more fixed interest needs to be 
held at lower risk levels to compensate for cash’s 
ability to lower volatility and to benefit as much as 
possible from the tax relief available.

There are no tax considerations built into the 
asset allocation of our Collective Investment 
Account portfolios and so income and capital 
gains tax will be chargeable, where applicable. 
However, for some clients, investing in this way 
can be an efficient means of utilising their annual 
capital gains allowance (See Phil Carroll’s article, 
page 10). Please note that while we offer optimised 
asset allocation at a product level, we do not take 
into account clients’ individual tax positions when 
managing the portfolios.

Our Managed Portfolios are available in two 
investment styles, active and passive blend. 
The passive blend portfolios combine our active 

portfolios with low cost alternatives such as passive 
funds to reduce the overall cost of the portfolio. 
These portfolios reduce exposure to the fund 
managers who have the opportunity to outperform 
through active management. These portfolios 
could suit the more cost conscious client.

In addition to the cost advantage offered 
through WealthSelect, we believe our Managed 
Portfolio Service stands out due the depth and 
scale of our resources, the quality of our chosen 
fund managers, the expertise of the Old Mutual 
Global Investors Multi-Asset Team and their unique 
approach to managing portfolios. 

Stuart Clark is a Portfolio Manager at  
Old Mutual Global Investors.

STUART CLARK 
PORTFOLIO MANGER

Stuart Clark is a Portfolio Manager within 
the Old Mutual Global Investors Multi-
Asset Team. 

Stuart has responsibility for leading the fund 
research and portfolio management for the 
WealthSelect fund range and Managed 
Portfolio Service. Prior to joining Old 
Mutual, Stuart was an Executive Director at 
Julius Baer responsible for mutual fund due 
diligence and has held similar roles at Merrill 
Lynch Wealth Management, UBS and BDO 
Investment Management. Stuart is also a 
CFA Charter holder.
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Investors in need of income have become 
used to a diminishing set of choices. The 
safest choices, bank deposits, yield very 
little, and choices which were once safe, 
such as Government debt, don’t feel 
quite so safe in a world of high public 
spending. What should we do? What are 
the choices? Christine, I wonder if you 
could just give us your approach as a 
bond investor.

CHRISTINE JOHNSON: Well, the Old Mutual 
Monthly Income Bond Fund pays a monthly 
income equivalent to 5.5% annually with 
relatively low volatility, so over the last three 
years, the Value at Risk (VaR) has never been 
higher than 0.5%. In other words, there is a 95% 
probability that on any one day the maximum 
you could be expected to lose would be half a 
percent.

Stephen, what is your approach? 

STEPHEN MESSAGE: The way I build my 
portfolio, the Old Mutual UK Equity Income 
Fund, is to have a yield premium typically 
10%—20% greater than the UK stock market, 
which currently pays a dividend yield around 
3%—3.5% compared to about 4% on our fund. 
But equities offer exposure to longer-term 
dividend growth.

Christine – the way you’re getting that 
higher yield is through investment in 
corporate bonds and in higher yielding 
bonds, so what is the safety aspect there?

CHRISTINE JOHNSON: You’ve got the full 
spectrum between large global companies all 
the way down to niche players. That allows us 
to create the right mix of credit risks in order to 
generate that income. We don’t explicitly target 
capital growth but good credit management 
helps to protect capital. That is the first rule, 
but also there are some opportunities for 
taking some capital upside. As the global 
economy recovers, companies become more 
creditworthy, so in that world their bonds 
become more valuable. The prices trade up, so 
you do have some potential for capital upside 
and some positive exposure to economic 
recovery.

Christine Johnson and Stephen 
Message believe there are some great 
opportunities for income investors. Here 
they share their views on higher yielding 
corporate bonds for lower volatility or 
equity for growth potential.

Choices for

income
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That brings us to where the two 
approaches potentially cross over. 
For example, you both hold Barclays. 
Stephen, where are you seeing value 
there?

STEPHEN MESSAGE: The dividend yield 
of Barclays today is about 2%. But given 
management’s recent commitment to grow the 
level of profits that they give us as dividends, we 
think the dividend yield in a few years could be 
close to 6%, so the scope for dividend growth is 
quite meaningful. There is also scope for capital 
growth as I consider 6% to be a bit too high. 

Christine, I think you’re investment 
in Barclays is through a CoCo, which 
is not a warm drink, but a contingent 
convertible bond.

CHRISTINE JOHNSON: Yes, that’s right. 
The interesting thing with these contingent 
convertibles is that you have complete certainty 
over your payment of income. Missing a coupon 
on one of these bonds would constitute an 
event of default. This is very different from 
paying a dividend where there is discretion by 
management over how much they actually pay 
out. And for that you are getting a yield in the 
mid-sixes.

Let’s look at the capital side. Stephen, 
an interesting feature of your fund is the 
breadth to which you invest across the 
capital spectrum. I just wonder if you could 
give us an example of something in the 
mid-cap area where you would be looking 
for capital growth?

STEPHEN MESSAGE: A good example would 
be Big Yellow Group, which we hold in the 
fund today. This is a self-storage business, 
predominantly based in South East England 
and London. The dividend yield today is about 
3%. We think there is good scope for dividend 
growth as the housing market picks up, which 
should see demand for temporary self-storage 
solutions rise. 

CHRISTINE JOHNSON: Yes, a bond that has 
done well for us is New Look. It is a well-known 
high street name, number three in women’s 
wear in the UK, and it has just come out with a 
strong set of results. They have been investing 
in online sales, which have grown more than 
60% in the last year and they are expanding 
overseas. Their bonds were originally issued 
paying 8.75%, which is about where we bought 
them. They now yield 6.5%, so there has been 
some meaningful capital appreciation.

Stephen Message, Christine Johnson, thank you 
both very much. 

Christine Johnson is Fund Manager of Old Mutual 
Monthly Income Bond Fund, Old Mutual Global Investors.
Stephen Message is Fund Manager of Old Mutual UK 
Equity Income Fund Old Mutual Global Investors.

Past performance is not an indication of future performance.

The Old Mutual Monthly Income Bond Fund 
and Old Mutual UK Equity Income Fund are 
available in the WealthSelect and SelfSelect 
ranges on Skandia Investment Solutions.
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Ian Spreadbury explains why bonds continue to play a 
vital role in stabilising and diversifying client portfolios.

Many investors now feel that the 30 year 
bull market in government bonds is 
over, but I am not convinced. The key 

drivers – yields, growth and inflation – offer a 
somewhat different picture.

Real growth has been getting structurally 
weaker over the last 20 years due to a number 
of factors, including very high levels of debt. 
Some of this is also due to demographics. 
Ageing populations in developed economies 
have reduced productivity. We have also seen 
an increase in frictional costs caused by greater 
industry regulation. Meanwhile, inflation 
remains low in most developed markets and has 
continued to surprise on the downside.

Putting these two together, nominal GDP 
growth, which is the key yardstick for bond 
yields, has been falling across the G7 for 40 years. 
Furthermore, it continues to fall not just in the 
G7 but also in a number of emerging economies 
– like China. 

This suggests low yields are here to stay for 
now. However, I understand the concern investors 
have. After all, the US Federal Reserve’s initial 
tapering of QE at the end of 2013 hinted at 
tighter global monetary policy to come. However, 
central banks appear to have successfully 
engaged in a policy of ‘forward guidance’ to put 
clear water between the end of QE and rising 
interest rates.

I think the first interest rate hike is still a long 
way off. Confidence in the durability of economic 
growth is low; government spending is still under 

pressure since they remain focused on reducing 
deficits and are hamstrung by an already large 
debt pile. On the corporate side, business 
investment remains muted despite extremely low 
borrowing costs. Consumers’ disposable income 
remains under pressure. My base case is that 
growth should stay low, with low inflation going 
forward. This means continuing low yields.

So what is the rationale for investing in bonds 
at these low yields? Firstly, they provide a steady 
and predictable income stream, typically with 
lower risk to capital than other assets such as 
equities or real estate. Secondly, and more 
importantly, bonds are an excellent diversifier 
away from equities; high-quality bonds tend to 
rise when equity markets fall on economic growth 
concerns.

These attributes are what the Old Mutual 
Fidelity MoneyBuilder Income Fund aims 
to deliver. It invests primarily in high quality 
investment grade bonds that are rated triple-B 
or better. These are bonds that are typically 
issued by quality companies with strong balance 
sheets. Examples include Tesco, British Telecom 
and National Grid. The fund is aimed at investors 
looking for a steady income with not too much 
capital volatility. It is intended to be a core holding 
in a portfolio for income-seeking investors.

I’m supported by a highly experienced team 
of 60 fixed income investment professionals*. 
These include credit analysts, quantitative 
specialists and traders. Our collaborative 
approach to research allows these professionals 

Bonds
still play a

vital role
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A version of the Fidelity MoneyBuilder Income Fund is available in the  
WealthSelect and SelfSelect ranges on Skandia Investment Solutions. See page 26.

to generate a constant stream of 
investment ideas. My role as Portfolio 
Manager is to bring these ideas into a portfolio 
that provides the best balance of risk and reward 
for investors.

This investment approach is well established – I 
have been running a version of the fund since 
1995. It is bottom-up in the sense that our 
investments are based on research by our own 
analysts; we do not rely on the rating agencies. 

Everything I invest in is covered by Fidelity’s 
in- house credit analysts. This means I have 
full visibility on the creditworthiness of the 
companies I buy into and I only invest when I have 
strong conviction they can meet their obligations 
to bondholders. 

The creditworthiness of most issuers has 
improved dramatically since the credit crisis: 
balance sheets are in good health and earnings 
growth has been robust. This in turn has been 
reflected by tightening credit spreads. However, 
credit risk still needs to be taken seriously.

Most companies are taking advantage of cheap 
funding offered by bond markets. However, 

some are not doing this to invest, but are instead 
financing share buybacks, and merger and 
acquisition activity. As a result, these companies 
are increasing the leverage on their balance 
sheets, eroding their creditworthiness.

Cheap corporate debt is also supressing 
default rates in the lower-rated high yield 
market. This means that there are some weaker 
companies being kept afloat that would 
otherwise go bust. As yields begin to rise, this 
situation may become untenable and defaults 
are likely to pick up. Low yields also encourage 
a degree of speculative investing in the bond 
market. This increases the risk of market 
bubbles as investors are forced to hunt harder 
for yield in increasingly riskier areas.

Within the Old Mutual Fidelity 
MoneyBuilder Income Fund, I continue 
to focus on companies that I believe can 
survive a tough economic environment 
and avoid over-concentration in 
sectors susceptible to a downturn, 

such as banks. Despite the premium that 
investors attached to defensive sectors of the 

market, I’m still finding value in areas such as 
transport, utilities and consumer staples. EDF 
for instance – a solid French utility – issued a 
sterling denominated bond on a yield of nearly 
6% recently.

Admittedly, value is generally harder to find 
– the average market yield as a whole is just 
over 3.5%. However, this remains comfortably 
above the average gilt yield and the typical 
interest rate on cash. Bond investors will certainly 
have to adjust their future return expectations 
downwards from the stellar returns we’ve seen 
since 2009. But remember, high quality bonds 
even at these low yield levels add stability and 
diversification in a well-balanced portfolio. 
This is why investors should always maintain an 
allocation to high quality bonds. 

Ian Spreadbury is the Fund Manager of the  
Fidelity MoneyBuilder Income Fund.
* Source: Fidelity Limited as at 30/09/2013. Data is unaudited.

Past performance is not an indication of future performance.
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The belief that drives the Artemis Income 
Fund is a simple one: if we can acquire 
stakes in companies that generate an 

above-average yield, and if those dividend 
payments grow, then the capital value of our 
holdings will appreciate. Furthermore, we are 
conscious that it is cashflow that underpins a 
company’s dividend payments (which are at 
the discretion of its management). So it is on 
cashflow, rather than on the dividend itself, 
that we focus. We primarily look for companies 
possessing these attractive characteristics – solid 
cashflows supporting above-average dividend 
yields – in the UK market. For over a decade, 
however, we have also (and with some success) 
invested in selected overseas equities. 

The outcome of this approach is that a 
significant part of our fund’s long-term returns 
are derived from the relative certainty of income 
payments rather than from fluctuating market 
levels. This is not to say that the fund is immune 
to market moves – but it has historically been 
less volatile and more resilient during downturns 
than the wider market. (Although we can offer 
no guarantee that this will remain the case).

Over the past three years, the fund has 
managed to outpace a rising market. 
Throughout the recovery, we have sought to 
capitalise on the best areas for dividends and 
dividend growth, and to minimise our exposure 

to areas where valuations are unattractive or 
vulnerable to correction. Recently, that has 
meant building weightings in miners, banks 
and other stocks that benefit from improved 
economic and market conditions, such as life 
assurers, housebuilders and selected consumer-
facing companies. 

Where we are far more cautious, however, is 
on those areas that are threatened by structural 
change. Perhaps the most obvious structural 
change taking place today is the move towards 
living online. Internet-connected mobile devices 
are transforming the way in which we organise 
our lives. The disruption that this is causing is 
the biggest change I have encountered in over 
30 years as an investor. For some companies, 
the transition to an online world is a painful 
one. They must try to service customers with 
increasingly divergent habits, which implies 
increased costs without an offsetting increase 
in sales. For other companies, however, it is an 
opportunity to gain a jump on their rivals and, 
by improving service levels, to capture their 
customers’ loyalty for longer. Companies that 
succeed in adapting to this change will have 
stronger growth, better cashflows and will be 
able to increase their dividends. For others, the 
price of failure could be that their dividends 
disappear altogether. So, while economic and 
stockmarket cycles may come and go, the 

Too

In his search for income, Adrian Frost looks for strong 
cashflows and superior dividend yields. But he also 
warns investors not to overlook the market giants – who 
may not be exciting, but whose prospects are strong. 

to miss
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A version of the Artemis Income Fund is available in the WealthSelect 
and SelfSelect ranges on Skandia Investment Solutions. See page 26.

challenges and opportunities that arise from 
structural change are far more important to us.

It is said that investment experts make 
forecasts not because they know, but because 
they know people will ask. That disclaimer aside, 
we believe the stockmarket can continue to take 
encouragement from the increasing evidence 
of recovery in the UK, the US and in the more 
troubled parts of the eurozone. Some might 
see this recovery as a threat, worrying that 
interest rates must rise or inflation will take hold. 
We are more sanguine, however. Rather than 
worrying too much about inflation, we see the 
internet as a deflationary force. Furthermore, 
if interest rates do increase, it would represent 
a normalising of economic conditions and, for 
a long-term investor, normality is preferable to 
a world sustained by central-bank support and 
artificially low rates. And while we would caution 
that valuations are no longer as cheap as they 
were, we think rising profits and flows from 
bonds into equities will, on balance, send share 
prices higher. 

Of particular importance to the UK market is 
the outlook for its largest companies. Despite 
their attractive yields and generally modest 

valuations, their performance relative to their 
smaller counterparts over the last five years 
has been pedestrian. While the attractions of 
the ‘mega caps’ are readily acknowledged, the 
complaint is always that they lack an exciting 
narrative and that they are too big to grow. 
Sceptics may be right when they point out that 
‘elephants can’t dance’. But in our view these 
behemoths do not need to tango or salsa to 
appreciate in value; all they need to do is to try 
to touch their toes. Some of them have already 
donned their gym kits and are warming up. BP, 
for example, is putting shareholder value over 
growth, emphasising cashflows and dividend 
payments rather than investing in getting bigger. 
Rio Tinto is striking a better balance between 
expansion and shareholder returns. And Novartis 
is beginning to focus on costs, shedding its 
non-core businesses and buying back shares. In 
our view, the balance between risk and reward is 
firmly in favour of these types of company. We 
look forward to seeing what these elephants will 
achieve in 2014 and beyond. 

Adrian Frost is Fund Manager of the  
Artemis Income Fund.
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Data shows that mid cap stocks have been the US equity 
winners in terms of volatility versus returns. Jenny Jones 
and Robert Kaynor look at what mid-cap stocks bring to a 
portfolio.

When investing in US equities most 
investors begin with a large cap 
oriented portfolio. The typical 

second investment is in small-cap stocks 
whereby the investor seeks a diversifying 
investment that has the potential to add 
return to the total portfolio. In this type of 
portfolio the investor accepts the higher 
volatility of small-cap in exchange for 
higher returns, but as the table below shows 
the higher return has only been nominally 
realised. Small-caps have clearly been more 
volatile than large-cap but since inception 
are higher by only 0.12%. Mid-caps have 
been better at achieving the objective of 
higher returns, albeit at higher volatility 
(represented by the Russell 2500):

An additional characteristic of both the small 
and mid-cap space is that exposure in this 

asset class gives a more US-centric play. Large 
cap companies on average generate 60% 
of their revenues in the US; small and mid 
cap companies generate 80% of their sales 
domestically. So small and mid-cap companies 
are more focused on the performance of the US 
economy, while a significant component of the 
returns from large cap companies are driven by 
the global economy. 

Where we are currently invested
Our primary sector overweights are in 
healthcare, consumer discretionary, producer 
durables (industrials) and technology. We are 
bottom-up investors, so these overweights 
are the result of our stock research rather than 
top-down tilts. In 2013 we had success investing 
in auto related companies. There has been 
a significant revival of the US auto industry 
fundamentals accompanied by resurgence in 
unit sales. We are beginning to reduce some of 
these positions as stocks approach target prices. 
An area of interest now is housing and non-
residential construction, areas which typically 
lag economic recovery by 18 months or more.

It is worthwhile to discuss in more detail our 
healthcare investments. Our main exposures 

Risk (%) Return (%)

S&P 500 15.27 11.96

Russell 2000 19.75 12.08

Russell 2500 18.40 13.34

Source: Zephyr,  
31 December 1978 to 31 December 2013

US equities
if the

cap fits
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A version of the Schroders US Mid Cap Fund is available in the WealthSelect 
and SelfSelect ranges on Skandia Investment Solutions. See page 26.

at the industry level are to healthcare facilities, 
medical & dental instruments and medical 
equipment & medical services. Healthcare 
facilities are expected to be beneficiaries of 
the new US healthcare law with the expansion 
of the number of patients with insurance 
coverage. This boosts revenues and lowers 
bad debt risk for hospitals and other facilities. 
Medical instruments and equipment & services 
are industries with a much lower risk to 
regulatory changes in the reimbursement rates.

Importantly, our key underweights are in 
biotechnology and pharmaceuticals. The 
biotechnology space is more difficult for our 
style in that so often the stock performance 
is driven by the progress of a drug through 
the FDA clinical trials. We find this inherently 
unpredictable. Additionally, a number of these 
companies have little or no revenue base 
and are dependent upon successful passage 
through the approval process. We have a 
distinct bias for companies with an established 
revenue base.

Why now?
Valuations are high in the US, in part as a result 
of very low interest rates, but as approximately 
2/3 of 2013’s exceptional returns were driven 
by valuation expansion we are looking for a year 
in which earnings will need to drive stock prices. 
We feel that Wall Street is overly optimistic 
in projecting 21% earnings growth for 2014 
and if we achieve this we anticipate it will be 
accompanied by multiple contractions. It is also 
noteworthy that 2014 estimates for large-cap 
are approximately 10-11%.

Long-term strategy
We have a bottom-up model, searching for 
companies with interesting or unique growth 
drivers and strong business models. We are 
sensitive to valuations, particularly to our 
entry price. The portfolio is a mixture of 
three types of stocks: mispriced growth 
(companies with under appreciated 
growth dynamics, strongest in rising 

markets), steady eddies (companies with strong 
recurring revenues, most attractive in declining 
markets) and turnarounds (which always take 
longer to work than anticipated.) Our return 
profile has lower volatility and beta than index 
and peers, but strong risk-adjusted returns over 
the medium to long-term.

US Outlook
The US economic recovery is clearly underway, 
driven by the domestic energy discoveries, 
expansion of the covered population for US 
healthcare, a manufacturing revival initially 
powered by autos, revival in the housing 
market and the natural gas discoveries. The 
US consumer has shed a significant amount of 
debt since the crisis began, but so far the more 
affluent remain the primary beneficiaries of the 
economic recovery. It is also important to note 
that the political climate is more friendly (or 
perhaps less hostile) this year as Congressional 
elections loom in November. 

Jenny Jones is Fund Manager and Robert 
Kaynor is Research Director of the Schroders 
US Mid Cap Fund.

Past performance is not an indication of future performance.
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Catch up with  
Richard Buxton
As part of a regular programme of monthly webcasts, Richard Buxton, Head of UK Equities and 
Manager of the Old Mutual UK Alpha Fund, hosted a webcast on 24 February. Richard gave an 
update on his fund and shared his outlook on the current market.

If you missed it, you can access a recording at  
www.omglobalinvestors.com/uk-professional/webcast

Visit www.skandia.co.uk/adviser/fund-news  
This is a searchable resource of the most recent additions, closures and 

amendments to our fund ranges.

Informer fund statistics
For quick access to Skandia Investment Solutions fund statistics each month bookmark the 
following URL: www2.skandia.co.uk/Documents/sis-stats.pdf 

All other fund information
Look out for links to the latest Informer fund statistics in PDF format for all Skandia’s fund ranges 
in our monthly e-newsletter or access them any time at www.skandia.co.uk/adviser/fund-info 

Recent fund launches on Skandia Investment Solutions
Somerset Global Emerging Markets –U                   Launched: 27 January 2014

Schroder Tokyo (GBP Hedged)                             Launched: 23 January 2014

Dimensional Global Short Fixed Income –U            Launched: 21 January 2014

Sarasin GlobalSar Strategic                                  Launched: 2 January 2014

Funds in both WealthSelect and SelfSelect 
ranges
Where a fund is available in both our investment ranges please note; the WealthSelect 
version is a sub-advised mandate using the underlying fund strategy, so may not exactly 
mirror the underlying fund due to differences in charges and in some case holdings not 
approved for the WealthSelect Funds, such as Private Equity.
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Benchmarks and market movements
percentage growth

Equities 3 months 1 year 3 years 5 years 10 Years
FTSE All Share -1.97 10.10 27.65 100.91 126.43
FTSE Small Cap Index 7.13 40.30 68.83 231.97 107.89
S&P 500 -0.44 16.49 41.36 104.29 101.46
Russell 2000 0.71 22.08 45.29 134.83 136.56
FTSE World Europe ex UK -3.03 11.08 18.74 79.76 130.77
FTSE All World Japan -3.84 13.99 11.53 31.79 58.14
FTSE World Pacific ex Japan -9.77 -6.06 2.45 110.45 196.83
MSCI Emerging Markets -11.23 -13.34 -12.01 74.79 188.52
BRIC -12.49 -17.59 -20.77 51.92 216.40
Property
UK Property 3.72 8.47 14.65 35.54 40.77
Global Property Securities -6.46 -5.04 15.92 92.44 116.70
Bonds
Citi UK Government Bond Index, All Maturities -0.11 -0.17 19.95 13.53 49.28
Citi WBIG UK Corporate Bond Index -1.16 0.15 20.04 -1.02 15.66
Citi World Government Bond Index -2.98 -4.97 2.49 4.00 68.07

Past performance is not a guide to future performance. 
Source for all performance information: Financial Express Limited, 31/01/2014, bid to bid, in sterling, with gross income reinvested back into the fund. 
This Financial Express sourced information is provided to you by Skandia UK Group and is used at your own risk. Financial Express take care to ensure that the 
information provided is correct. Neither Financial Express Limited or Skandia UK Group warrants, represents nor guarantees the contents of the information, nor do 
they accept any responsibility for error, inaccuracies, omissions or any inconsistencies herein.

Past performance is not a guide to future performance. 
Source for all performance information: Financial Express Limited, from 31/12/2013 to 31/01/2014, bid to bid, in sterling, with gross income reinvested back into the fund. 

February 2014
These are Investment House views and are not fund-specific.

Equities BondsProperty Currencies

Allianz Global Investors
AXA Framlington
Barings
BlackRock 
F&C
Fidelity
GLG
Henderson 
HSBC
Ignis
Invesco Perpetual
Investec
JPMorgan
M&G
OMGI
Pictet
Schroders
SWIP
Threadneedle
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h Positive shift
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Indices Monthly % Performance -3.06 3.28 -2.74 -2.02 -2.95 -3.05 -4.29 -5.77 -7.01 0.79 -0.58 2.12 1.27 2.10 0.68 -1.52 3.55

For details on how to use the indicator please see 
www.skandia.co.uk/Funds/Sentiment-indicator/
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A strategic approach to investment
The role you play in providing investment advice to your clients is vital, but it can be 
complex and difficult. Skandia’s investment proposition aims to simplify this task by 
enabling you to efficiently meet your clients’ investment requirements.

For more about how Skandia’s investment solutions are built to support the 
investment services you offer visit: www.skandia.co.uk/adviser/investment/

The process of effective portfolio construction involves understanding an investor’s attitude to risk and then choosing a spread 
of investments to match it. This requires access to a range of world-class investment solutions, with the flexibility to refine the 
investment choices as the needs of the investor change. 

Skandia provides you with choice about how you match investment choices to your clients' needs. The solutions we provide offer 
you a range of strategies – whether it is appropriate to build bespoke client portfolios or to outsource to investment experts.

Flexible portfolio solutions 

A range of six risk-targeted multi-manager funds, incorporating 
both risk-matched asset allocation, fund selection and 
rebalancing. 

A range of four multi-manager, multi-asset solutions aiming 
to generate a total investment return ahead of inflation, out of 
which the funds target an annual income yield. 

An innovative fund that has its growth derived from a  
portfolio of international assets with a volatility target of 8%,  
and protection of 80% of the fund’s highest ever price.

Over 1,200 funds from leading fund groups.

Investment proposition 

Fact find Rigorous
risk 

assessment

Risk 
discussion

Tailored
 asset 

allocation 

Fund 
selection

Review, 
reporting and 
rebalancing

The starting point 
is to ‘know your 

customer’ and to 
establish their goals 
and expectations. 

You can then 
determine the most 

appropriate tax 
wrappers.

Our risk profiler 
helps you meet 

your clients’ 
expectations 

with far greater 
precision.

It is important your 
clients understand 

what their risk score 
means and whether 

it accurately 
matches their true 

attitude to risk 
and loss.

Our portfolio 
construction tools 
produce risk-rated 
asset allocations 

designed to provide 
maximum returns 
for any given level 

of risk.

We have an 
extensive choice 

of more than 
1,000 funds – with 
effective solutions 
to outsource fund 
selection choices. 

Our online 
management tools 
review and report 

on your client’s 
investments and 

can automatically 
rebalance their 

portfolio.

A robust process
Skandia offers you access to a robust, repeatable and compliant investment process.

Spectrum

Self select
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Spectrum
How the funds work

Spectrum asset allocations

An award winning solution

Spectrum is an innovative range of risk-targeted funds that bring greater precision to the management of your clients’ investment 
journey by matching the appropriate portfolio to an acceptable level of risk.

It works by using the pioneering Skandia Risk Profiler, available through SkandiaView or Skandia Investment Solutions, to 
determine an investor’s appetite for risk by way of a risk ‘score’. When that score has been discussed and agreed with the investor, 
it can be matched directly to the strictly risk-controlled Spectrum Fund that has the most suitable risk-return characteristics.

The Spectrum solution offers a range of six funds, designed to meet the requirements of investors with a Skandia risk level 
between 3 and 8, which historically covers more than 95% of investors. Each fund’s asset allocation is designed to maximise 
returns for that given level of risk.

Since launch in April 2008 the Spectrum funds have gone from strength to strength, amassing over 
£1.4bn in FUM. This success is supported by Spectrum being voted the Best Outsourced Investment  
Solution for advisers at the Professional Adviser Awards in 2010 and again in 2012.

Spectrum 3 Spectrum 4 Spectrum 5 Spectrum 6 Spectrum 7 Spectrum 8

Cash 1.00% 1.00% 1.00% 1.00% 1.00% 1.00%

UK Fixed Interest 55.58% 44.70% 34.35% 24.16% 14.18% 4.23%

Property 15.00% 15.00% 15.00% 15.00% 15.00% 15.00%

UK Equities 7.79% 11.22% 14.49% 17.75% 20.91% 24.02%

North American Equities 4.63% 6.30% 7.89% 9.44% 10.98% 12.51%

European Equities 4.68% 6.37% 7.97% 9.55% 11.09% 12.64%

Japanese Equities 1.80% 2.44% 3.06% 3.66% 4.26% 4.85%

Far East (ex Japan) Equities 3.32% 4.52% 5.65% 6.77% 7.87% 8.96%

Global Emerging Markets Equities 3.12% 4.24% 5.31% 6.36% 7.39% 8.42%

Global Specialist Equities 3.10% 4.21% 5.27% 6.31% 7.34% 8.36%

Cumulative performance % to 31 January 2014 Annual performance % over 1 year to end January

3 Mths 6 Mths 1 year 3 years 2014 2013 2012 2011 2010 Yield Fund 
Type

Spectrum 3 -0.54 1.41 3.45 17.51 3.45 9.61 3.63 9.53 17.16 2.17 D

Spectrum 4 -0.84 1.22 4.13 17.53 4.13 10.48 2.17 11.33 18.49 1.92 E

Spectrum 5 -1.10 1.03 4.74 17.15 4.74 11.21 0.58 12.91 20.00 1.69 E

Spectrum 6 -1.38 0.86 5.42 17.08 5.42 12.17 -0.99 14.64 21.38 1.45 E

Spectrum 7 -1.70 0.64 5.97 17.03 5.97 12.98 -2.25 16.13 22.60 1.16 E

Spectrum 8 -1.96 0.46 6.52 16.32 6.52 13.50 -3.79 17.49 24.34 0.88 F

Spectrum funds – performance

For further details, including the financial adviser brochure and supporting literature, please contact your 
Skandia consultant or visit our website at www.skandia.co.uk/adviser/spectrum/

Spectrum funds – volatility targets

* Source: Skandia Investment Marketing. Volatility figures based on annualised simple daily returns of Old Mutual Spectrum OEIC range 28 April 2008 to 31 January 2014.

Current volatility target Annualised volatility  
since launch*

Old Mutual Spectrum 3 5.75% - 7.85% 5.19%

Old Mutual Spectrum 4 7.86% - 9.57% 6.54%

Old Mutual Spectrum 5 9.58% - 11.42% 7.94%

Current volatility target Annualised volatility  
since launch*

Old Mutual Spectrum 6 11.42% - 13.13% 9.43%

Old Mutual Spectrum 7 13.14% - 14.71% 11.03%

Old Mutual Spectrum 8 14.71% - 16.42% 13.01%

Source: Financial Express Limited, bid to bid, in sterling, with net income reinvested back into the fund. Investors should be aware that unit prices and income from units can fall as well as rise and past 
performance is not a guide to the future. The Spectrum Funds are not categorised by sector and do not therefore have peer benchmarks. The performance of mainstream indices is available on page 23. 
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The Skandia Shield Fund offers investors the opportunity for growth, whilst limiting the extent of any 
potential loss. The Shield Fund is a low cost, cautiously managed fund with price protection. The fund is 
traded daily, so your clients are not tied in.

This innovative fund is structured so that its share price will never be less than 80% of the highest price it 
has ever achieved. Every time the fund price rises, beyond its previous highest price, the protected price 
ratchets up as well – and it stays up, even if the fund price falls.

Commerzbank AG, Germany’s second largest bank, manages the fund to a volatility target equivalent 
to a Skandia risk level 4, so it should behave as clients expect. The fund’s performance is derived from 
a virtual portfolio of international investments, managed by Old Mutual Global Investors (OMGI), and a 
cash holding. OMGI determines the mix of assets within the fund’s model portfolio whilst Commerzbank 
oversees the risk target and provides the price protection.

How the fund works

Shield Fund Performance

Source: Financial Express Limited, bid to bid, in sterling, with net income reinvested back into the fund. Investors should be aware that unit prices and income 
from units can fall as well as rise and past performance is not a guide to the future. The Skandia Shield fund is protected, not guaranteed.

More information

You can find full details about the Skandia Shield Fund on our adviser website, including the fund 
brochure and technical guide. Visit www.skandia.co.uk/adviser/shield/

The Generation funds are a range of four multi-manager, multi-asset solutions that represent a fully outsourced solution 
that could form a core component of many investors’ financial plans. Whether they are looking to generate an additional 
income stream, or are concerned about how they should draw an income pre or post-retirement and manage the scale of 
capital erosion, the funds could be a suitable option.

The funds aim to generate a total investment return of either 3% or 4% ahead of inflation over a rolling investment period, 
out of which the funds then target an annual income yield of either 4% or 6%.

The funds draw on the highly specialised expertise of Old Mutual Global Investors’ award winning in-house multi manager 
team – the same team responsible for the popular Spectrum fund range. These include manager research and selection, 
proven asset allocation skills and the ability to access a wide range of high-quality investment talent globally.

Cumulative performance % 
to 31 January 2014

Annual performance % over 1 year 
to end January

Protection

3 mths 6 mths 1 year 2014 2013 2012 2011
Fund 
Price

Protected 
Price

Skandia Shield -4.38 -3.38 -4.56 -4.56 5.50 0.62 – £1.04 £0.9041

Protected Sector average -1.27 0.92 3.64 3.64 7.01 -0.65 8.26

Mixed investment 20%-60% 
Shares sector average

-1.17 0.71 4.69 4.69 9.07 0.81 9.07

More information

To find out more about how the Generation funds work, and how they can matched to clients’ needs through the use of 
an interactive simulation tool, visit www.skandia.co.uk/adviser/generation/

How the funds work



Moving informer

into the digital age

In a world of big data and instant communications,  
we want to ensure we’re providing you with the support 
you need when you need it. This is why we’re changing 

informer into a digital publication. Doing it digitally allows us 
to provide you with the information, updates and knowledge 

you need faster and you can get notified about the content 
that matters to you most.

With real time, searchable funds stats and the latest from 
Skandia’s product and technical experts, it’s everything you  
love about Informer and Knowledge Direct on your PC,  
tablet and smartphone.

Coming Q2| 2014
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Calls may be monitored and recorded for training purposes and to avoid misunderstandings.

Skandia provides you with access to its investment platform, known as Skandia Investment Solutions. Within this platform you can open  
an ISA and Collective Investment Account provided by Skandia MultiFUNDS Limited and a Collective Retirement Account and Collective Investment 
Bond provided by Skandia MultiFUNDS Assurance Limited. 

Skandia Life Assurance Company Limited, Skandia MultiFUNDS Limited and Skandia MultiFUNDS Assurance Limited are registered  
in England & Wales under numbers 1363932, 1680071 and 4163431 respectively. Registered Office at Skandia House, Portland Terrace, 
Southampton SO14 7EJ, United Kingdom. 

Skandia Life Assurance Company Limited and Skandia MultiFUNDS Assurance Limited are authorised by the Prudential Regulation Authority and 
regulated by the Financial Conduct Authority and the Prudential Regulation Authority. Their Financial Services register numbers are 110462 and 
207977 respectively. Skandia MultiFUNDS Limited is authorised and regulated by the Financial Conduct Authority with register number 165359. VAT 
number for all above companies is 386 1301 59.

Old Mutual Global Investors is a trading name for Old Mutual Global Investors (UK) Limited and Old Mutual Investment Management Limited both 
of which are authorised and regulated by the Financial Conduct Authority. Their Financial Services register numbers are 171847 and 208543 
respectively. Old Mutual Global Investors is registered in England & Wales under number 02949554 and its registered office is  
2 Lambeth Hill London EC4P 4WR. Old Mutual Investment Management is registered in England & Wales under number 4227837 and  
its registered office at Skandia House, Portland Terrace, Southampton, SO14 7EJ, United Kingdom.

VAT number for all above companies is 386 1301 59. 

When printed by Skandia this item is produced on a mixed grade material, which uses a combination of recycled wood or paper 
fibre from controlled sources and virgin fibre sourced from well managed, sustainable forests.

SK0041/214-0037 000000

For more comprehensive information about each fund, please refer to the Key Investor Information Document or the Simplified/Full Prospectus issued 
in English by the fund provider.

To find out more about Key Investor Information Documents please visit our website www.skandia.co.uk/kiid/

The inclusion of any particular fund in informer does not imply that it is suitable for a particular investor. Skandia does not provide advice on selecting 
investments – investors should consult their financial adviser on the merits of any particular investment.

The Financial Express sourced information is provided to you by Skandia and is used at your own risk. Financial Express takes care to ensure that the 
information provided is correct. Neither Financial Express Limited nor Skandia warrant, represent or guarantee the contents of the information, nor do 
they accept any responsibility for error, inaccuracies, omissions or any inconsistencies herein.

Unit prices may fall as well as rise and you may not get back what you put in. 

Please contact us at informer@skandia.co.uk if you would like us to e-mail you when 
informer is updated on our internet site, or for any distribution enquiries. 


