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You have money in pension funds. For example you could have one of these two funds: 

A) SJP Schroder Managed Pension – St James Place 

B) RLP Managed Pension – Royal London 

 

Both funds are a similar size, are in the same sector “The Mixed Investment 40%-85% 
Shares” and are known as multi-asset funds, which means they are Managed Funds. 

The fact is you probably don’t hold either of these two, but whichever funds you do hold – 
or use - will have certain constituent parts to them. 

Do you know for each and every fund you hold; 

• Their performance record over the past years, both short and long term? 
• The risk score of the fund? 
• The charges? 

 
And then…. The key “ratios”?  

For example; the fund’s alpha, beta, R-Squared, Sharpe Ratio and the Volatility? 

You might know the performance, you may know the charges, you might have a good idea 
of the risk position, but we meet hardly anyone who knows anything about these key ratios. 

It is our view that unless you look at all of the numbers, figures and facts together, you can’t 
truly judge a fund. For example, however good a book may look from its cover, to judge its 
overall value you have to read it, you have to consider its contents. 

When surveys are undertaken of good and bad funds, these normally consider performance 
measures alone. So funds get rated largely in these typical surveys by how well or badly they 
have done performance-wise, normally versus a benchmark, over time. Sometimes these 
surveys will factor in risk. 

What we wish to do in this report is evidence to you how different funds can actually be, 
when they might look the same. What this underlying information really means, what this is 
telling us and how this might translate into future prospects. 

From there we wish to explore how this can be used to formulate building a pension fund 
portfolio which maximises returns at any given level of risk. 
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The two example funds compared in detail:  

Let us look at their respective performance records to 10th February 2017 

YTD = Year to date  3m = 3 months,  6m = 6 months,  1y = 1 year and so on…. 

These are the percentage returns, so, for example, over 3 years the SJP fund had gone up 24.4%, the 
Royal London fund 21.87%.  

At this point many people might stop, as there is information here to suggest the SJP fund is 
‘better’ because it has performed better. These are both the same type of fund, with similar 
objectives and underlying assets areas they will be investing into. The SJP fund even looks 
more consistent. But there is more information to be had if you look hard enough. 

SJP Schroder Managed Pension Risk Score: 68 FE Crown Rating: 2 Stars 

 3 Years 
(Underlying) 

Volatility Alpha Beta Sharpe Information 
Ratio 

R-
Squared 

Negative 
Periods 

Positive 
Periods 

SJP Schroder 
Managed Pn 7.11 -0.1 1.14 0.62 0.3 0.87 12 24 

Mixed Investment 
40%-85% Shares - 0 1 - 0 
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SJP Schroder Managed Pension – a fund offered by St James Place 

YTD 3m 6m 1y 3y 5y  10y 

Fund 0.73% 4.01% 6.56 24.40 26.98 61.77 

Sector 0.97 3.20 3.93 22.59 26.09 47.70 

RLP Managed Pension – a fund offered by Royal London 

YTD 3m 6m 1y 3y 5y 10y 

Fund 0.83 4.59 4.75 21.87 28.16 52.84 

Sector 0.97 3.20 3.93 22.59 26.09 47.70 



RLP Managed Pension Risk Score: 59 FE Crown Rating: 4 Stars 

 3 Years 
(Underlying) 

Volatility Alpha Beta Sharpe Information 
Ratio 

R-
Squared 

Negative 
Periods 

Positive 
Periods 

RLP Managed Pn 6.15 1.9 0.84 0.86 0.4 0.95 11 25 

Mixed Investment   
40%-85% Shares - 0 1 - 0 - - - 

 

The underlying information for both of these funds is crucial. 

What you see on the surface in terms of their performance records and charges is 
presenting a picture, which is quite different when you look at the deeper detail. 

To start with let us look at the performance and charges: 

The SJP Fund has an annual charge of 1.25%, The RLP fund of 1%. 

The performance figures shown above are the bid to bid performance figures, ignoring the 
impact of charges. So if we factor in the charges and then look again at the performance, 
overall you would conclude there is virtually nothing to choose between these two funds. 

A fair conclusion would be that the SJP fund is marginally better or there is nothing really in 
it. 

But then when you look at those underlying ratios the picture radically alters, as would 
your conclusion. 

The SJP fund involves more risk, not a lot, but more. We know that from the risk score. 

This is backed up by the greater volatility of the SJP fund, also suggesting more risk. 

So the roughly similar performance of the two funds has come with SJP taking more risk. 
They have taken greater risks to get about the same level of performance. 

The SJP fund has a small negative alpha, the RLP a decent positive alpha. Positive alpha is an 
indication that the fund is producing excess return versus its benchmark. Negative alpha is 
the opposite. 

The SJP has a lower Sharpe ratio (crudely – the higher the Sharpe ratio the better) 

Both funds have what is considered a relatively high “R-Squared” (close to 1) indicative of a 
fund moving closely in line with the movements of its benchmark. 

Where this is the case, where the R-Squared is, say over 80, then the Beta becomes 
important because it indicates how much the performance will deviate from the 
benchmark. Over 1 and the movement is likely to be a greater movement, under 1 a lesser 
movement. 
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It is generally considered that a negative alpha combined with a positive beta (assuming a 
reasonable correlation indicated by the R-Squared) is a red flag indicating that too much risk 
is being taken for too little return. 

These ratios and ‘under the bonnet’ findings now indicate a very different picture. Now, you 
might conclude, the RLP fund looks better than the SJP fund. It would be reasonable to 
expect a better performance from the RLP fund over time, assuming these ratios stay the 
same, because it is clearly better risk positioned. 

The conclusions drawn at the performance/charges stage are different – or could be – once 
the true detailed inspection has taken place. 

All of this may explain why one fund is rated 4 stars, another 2 stars. 

 

-------------------------------------------------------------------------------------------------------------------------- 

We should point out that we are not providing comment on the value of either of these two 
funds, there are well over 10,000 personal pension funds you could use for your pension – 
picking these two as a basis for our comparison is somewhat unfair, especially on SJP, 
because this sort of dissection can be made between any two funds. We are making no 
point about these funds per se, merely illustrating how a different viewpoint can provide a 
different conclusion. 

-------------------------------------------------------------------------------------------------------------------------- 

 

 

These Added Ratio Measurements And How To Use Them 
 

These additional measurements are available to try and provide useful information that is 
beyond the strict performance-only view.  

It is well-established from many surveys and research sources that judging funds based on 
past performance measures has limited value in predicting future performance, either on a 
relative or absolute basis. 

Charges and performance are limited measures of a fund’s value and record and are also, 
most certainly, not a reliable predictor of future performance. 

The factors, outlined in the previous section, provide much deeper and more detailed 
information and offer the opportunity to make further judgements, with a possibility these 
can lead to a predictive view of how a fund may perform in the future. 

Let us outline these key ratios – or metrics we describe them – in further detail: 
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Alpha 

Alpha is a measure of a fund’s over- or under-performance by comparison to its benchmark. 
It represents the return of the fund when the benchmark is assumed to have a return of 
zero, and thus indicates the extra value that the manager’s activities have contributed: if the 
Alpha is 5, the fund has outperformed its benchmark by 5% and the greater the Alpha, the 
greater the out performance. 

A further aspect of Alpha emerges when it is taken in conjunction with Beta. Assuming that 
a strong R-Squared correlation exists, the Beta will show how volatile the fund is compared 
to its benchmark, and thus indicate how much extra risk the manager has taken on in order 
to get that high-Alpha performance. Negative Alpha in conjunction with 1+ Beta is an 
indication of poor performance: managers are subjecting funds to volatility that is higher 
than the benchmark, while achieving returns that are lower than the benchmark attained. 
So, if Alpha indicates better/worse performance compared with the index, Beta shows 
higher/lower risk.  

 

Beta 

Beta is a statistical estimate of a fund’s volatility by comparison to that of its benchmark, i.e. 
how sensitive the fund is to movements in the section of the market that comprises the 
benchmark. A fund with a Beta close to 1 means that the fund will move generally in line 
with the benchmark. Higher than 1 and the fund is more volatile than the benchmark, so 
that with a Beta of 1.5, say, the fund will be expected to rise or fall 1.5 points for every 1 
point of benchmark movement. 

Beta is an advantage in a rising market – a 15% gain for every 10% rise in the benchmark – 
obviously the converse is the case when falls are expected. This is when managers will look 
for Betas below 1, so that in a down market the fund will not perform as badly as its 
benchmark. 

It’s important to stress that Beta is just an estimate: however, the stronger the R-Squared 
correlation between fund and benchmark, the more reliable this estimate becomes. 

 

Information Ratio 

So called because it assesses the degree to which a manager uses skill and knowledge to 
enhance returns, this is a versatile and useful risk-adjusted measure of actively-managed 
fund performance. It is calculated by deducting the returns of the fund's benchmark from 
the fund's overall returns, then dividing the result by its Tracking Error (which is a measure 
of the volatility of those excess returns). In this way, we arrive at the value, per unit of extra 
risk assumed, that the manager’s decisions have added to what the market would have 
delivered anyway. 
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The higher the Information Ratio the better. It is generally considered that a figure of 0.5 
reflects a good performance, 0.75 very good, and 1.00 outstanding. This is particularly useful 
when comparing a group of funds with similar management styles and asset allocation 
policies. If two funds have near-identical Alphas, the higher Information Ratio identifies the 
manager who has been more skilful in betting on stock-picks that deviated from the 
benchmark or index, while the lower denotes gains that have more to do with market 
movements than active management. However, this comes both with a caveat, and a means 
of using it creatively. As ever, the R-squared correlation between the fund and its 
benchmark must be strong if any discrete reliance is to be placed upon the Information 
Ratio. Its versatility comes from the point that added value does not necessarily mean value 
added to the fund's own benchmark. Analysts can decide which benchmark or index they 
wish the fund to outperform, and run the statistics accordingly. 

 

 

Negative Periods 

Indicates number of negative monthly returns. 

 

 

Positive Periods 

Indicates number of positive monthly returns. 

 

 

R-Squared 

The R-Squared measure is an indication of how closely correlated a fund is to an index or a 
benchmark. It can be treated as a percentage, showing what proportion of a fund’s 
movements can be attributed to those of the benchmark. Values for R-Squared range 
between 0 and 1, with 0 indicating no correlation at all, and 1, rarely, showing a perfect 
match. Values upwards of 0.7 suggest that the fund’s behaviour is increasingly closely linked 
to its benchmark, whereas the relevance diminishes as R-Squared descends towards 0.5, 
and starts to disappear altogether below that. 

R-Squared is a key ratio, in that other measures of a fund’s performance – such as Alpha and 
Beta - will have been calculated by reference to its benchmark. The weaker the R-Squared 
correlation, the more unsuitable the benchmark is, and the more unreliable these measures 
will be in assessing the fund. 
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Sharpe Ratio 

This is a commonly-used measure which calculates the level of a fund’s return over and 
above the return of a notional risk-free investment, such as cash or Government bonds. The 
difference in returns is then divided by the fund’s standard deviation – its volatility, or risk 
measurement. The resulting ratio is an indication of the amount of excess return generated 
per unit of risk. 

Sharpe is useful, when comparing similar portfolios or instruments.  

There is no absolute definition of a ‘good’ or ‘bad’ Sharpe ratio, beyond the thought that a 
fund with a negative Sharpe would have been better off investing in risk-free government 
securities. But clearly the higher the Sharpe ratio the better: as the ratio increases, so does 
the risk-adjusted performance. In effect, when analysing similar investments, the one with 
the highest Sharpe has achieved more return while taking on no more risk than its fellows – 
or, conversely, has achieved a similar return with less risk. 

 

 

Volatility 

A measure which describes the fluctuation of a fund's price over time.  

Higher volatility is generally considered to equate to higher risk. 

While volatility is specific to a fund’s particular mix of investments, and comparison to other 
portfolios is difficult, clearly, for those that offer similar returns, the lower-volatility funds 
are preferable. There is no point in taking on higher risk than necessary in order to achieve 
the same reward. 
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The FE Crown Rating system is calculated as follows: 

“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 four Crowns 
and each of the remaining three quartiles will be given three, two and one Crown(s) 
respectively. 

Rebalanced twice a year in January and July, the rating takes 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.” 

(Source: https://www.trustnet.com/learn/learnaboutinvesting/FE-Crown-Fund-Ratings.html)  

It would be a prudent and logical position for any pension fund investor, or their adviser, to 
ensure that the wider measurements are applied when choosing funds. 

If you are an existing pension fund investor and hold a variety of funds then a good starting 
point for assessing where you are positioned today and your prospects for the future is to 
review your various funds in light of all the available numbers, factors and to overlay the 
performance against the other measurements. 

Stocking up on funds which have fair charges, good performance records and are four or 
five star rated, would seem a reasonable (as well as logical) way to select funds with the 
right prospects. 

However, as we will explore further on within this report, it may be that however valuable 
striving to find the best funds may be, the real way to secure the pension prize is not in the 
selection of funds at all. It is probable that your future success will be most determined by 
something else altogether, as we shall outline. However before getting to that point we 
want to look at fund managers and see if there are any signs that certain fund managers or 
– fund management groups – are better or worse than others. 

Can we find any consistencies amongst management groups? Good or bad? 
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Are There Good Fund Managers And Bad Fund Managers? 
 

If you are going to be an active pension fund investor trying to choose the best funds (as 
opposed to abandoning the quest altogether and simply becoming a passive investor) one 
possible solution is to focus on picking the best fund managers and then sticking with them 
through thick and thin. The idea is that the corporate style, approach and governance of 
certain fund management groups may be better than others. It is certainly easier to judge 
fund management groups than it is to study individual funds. 

So how can you do this, what does the research into this produce? 

We have decided to take a simple, but still highly effective, approach to judging fund 
management groups. We have taken all pension funds managed by each management 
company looked at their star ratings and then assessed their overall performance from 
there. 

By averaging the star ratings of each of the funds where this is available and dividing it by all 
funds managed by that fund manager, it creates a fund manager star rating. There may be 
several inadequacies with this approach and we acknowledge that; but we hope at the same 
time it does produce an indicator, especially where fund managers are ranking particularly 
poorly. 

What are we looking for here? A rating of less than 2.5 will indicate that the fund manager is 
running funds which overall have poor ratings; between 2.5 and 3.0 the ratings will be 
mixed and will average out around the mean; above 3.0 and the manager is running more 
highly rated funds than average or poor funds (as based on the ratings). So look especially 
for those figures of 2.5 or below, as it could show some trends which need to be examined. 

The same old names that keep appearing in the research are cropping up again; it is clear 
there are groups out there that really do have consistently poor performance with just 
about everything they touch…. 

Those groups also tend to be the biggest sales companies with the highest costs. 

 

Please note: in reading this list below there are many companies which have sub-divisions 
or different holding companies, so they may appear more than once, companies like Royal 
London and Prudential, as just two examples, appear in different places depending which 
of their divisions house the funds reviewed.  

The list is intended as a general guide – it was compiled in March 2017 and is an average 
fund rating (1-5) of all funds available to review for each management group. Readers 
should seek appropriate advice before making any decisions about any fund they hold. 
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Groups with average fund ratings above 3.0 
 

Invesco Pension 4.44 

B & CE 3.90 

Royal London Pooled Pension 3.78 

SSGA UK 3.33 

Baillie Gifford Life 3.27 

M&G 3.27 

Fidelity (FIL Life Insurance Ltd) 3.24 

Old Mutual Wealth Professional 3.13 

Royal Liver Assurance 3.12 

Hawthorn Life DAC 3.11 

Threadneedle Pensions 3.11 

Prudential Pension Ltd 3.10 

AXA Wealth Limited 3.03 
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Groups with average fund ratings between 2.5 and 3.0 
 

Scottish Provident 3.0 

AEGON/Scottish Equitable 2.97 

BlackRock Pensions Management Ltd 2.97 

Royal London Mutual Insurance Society Ltd 2.94 

BlackRock Pensions LTD 2.93 

Friends Life 2.91 

Aviva Life and Pensions 2.90 

Prudential Assurance Company 2.90 

London Life 2.86 

MetLife 2.85 

Zurich Assurance Ltd 2.85 

Clerical Medical 2.80 

NPI 2.80 

Countrywide Assured Plc 2.79 

LVFS Ltd 2.79 

Scottish Widow Limited 2.79 

Guardian 2.75 

Legal & General Assurance Society 2.74 

Old Mutual Wealth Life Assurance Co Ltd 2.69 

Retirement Advantage 2.68 

RLAM Ltd 2.64 

Sanlam Investment s & Pension 2.63 

Scottish Widows Investment Sols (including Clerical Medical) 2.63 

Phoenix Life 2.62 

Standard Life Assurance Co 2.62 

Canada Life Ltd 2.61 

Invesco Perpetual UK Pens 2.57 
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Royal London 2.53 

Medical Sickness Annuity & Life 2.50 

Pearl Group 2.50 

 

 

Groups with average fund ratings below 2.5 
 

Halifax Life Ltd 2.43 

NFU Mutual Life & Pens 2.41 

Sun Life Financial of Canada 2.37 

Phoenix Life Limited 2.35 

Equitable Life Assur Society 2.33 

Marine & General Mutual 2.29 

Phoenix Life & Pension 2.22 

ReAssure Limited 2.21 

Wesleyan Assurance 2.19 

Old Mutual Wealth Inst 2.16 

Capita Financial Managers Limited 2.14 

Lloyds TSB Life 2.14 

Abbey Life 2.12 

Scottish Mutual Assurance 2.0 

St. James Place UK Ltd 2.0 
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Sources 

All information was collated/compiled between January 2017 and May 2017. All figures, 
details of cost, performance and rankings were obtained from Trustnet. Where individual 
research items are cited, these are detailed in the appropriate section. 

Whereas every effort has been made to ensure accuracy, readers should not rely on any findings 
within this report in terms of making financial decisions about their own finances or funds, 
without first taking appropriate regulated advice. The authors and publishers of this research 
cannot be held liable for any decision or action taken. 



The (Financial) Journey Never Ends…One Lif ,e  Live it Well. 

Plan 

What’s Your Number? 
Life is precious, living it well does not come from having lots of money, it comes from contentment, 
family, friendships, giving and giving back, good health and achieving success (which is defined in 
different terms for different people). Money or wealth is simply the means to the end. 

We build a Plan, individual to you, linking your goals, your values and your finances together. 

Perform 

One Life, Live it Well 
Implementing and Maintaining the Plan is vital. This includes taking on the responsibility of looking 
after your requirements day in, day out.  

For someone in business this frees up your time to focus on your business, for those of you with family, 
it allows you to enjoy time with your family, for those wanting to pursue ambitions and passions, you 
can be free to spend your time on what you love doing.  

Protect 

We are the 2nd most important professional you will need 
We help you cover all eventualities by protecting you from life’s curve balls – keeping you on track to 
fulfil your goals and dreams, no matter what happens.  

Your planning is only complete when you have ensured that the unexpected is catered for. 

PLAN PERFORM PROTECT 
Mapping out the future to meet your widest life goals is all about taking the right steps now, making 
sure your plan is managed through the years that follow and that all your plans have an inbuilt 
protection for you, your family and your business. It is about integration and the best support, at all 
stages, from the best specialists. 

We help you achieve all of the above via a mixture of: 

 Financial Forecasting (cashflow for your personal life)
 Saving Tax
 Maximising returns on capital
 Managing all your risks for and with you
 Reviewing your plans and goals
 Working alongside your other professionals
 Supporting your Family Unit



About Us 
Penguin is an Independent Financial Adviser firm in Cardiff, formed in 2010 by a group of Financial 
Planners with a shared vision and a love for their jobs. We get to help you plan for a more comfortable 
and enjoyable future. How could we not find satisfaction in that? 

Penguin’s founders share a vision of continuous professional development. It is their mission to 
become the best they can possibly be, to continuously learn and progress so that they can stay on top 
of the latest industry developments and provide people with the best possible advice. 

It is this attitude towards development that has seen Penguin grow from four to fourteen and now 
has five Financial Advisers who have achieved the highest level of qualifications.  

Voted ‘Adviser Firm of the Year Wales’ at the 2016 Citywire New Model Adviser Awards in London and 
‘Adviser firm of the year Wales’ at the 2016  MoneyAge Awards, Penguin are now reaping the rewards 
of this development and growth. 

Penguin became the very first firm in the U.K. to complete the hat-trick, becoming: 

 A CISI Accredited Firm
 A Chartered Firm
 BS8577 Certified

These signify that we “demonstrate the highest professional standards of financial planning service 
and advice”, “our clients are at the heart of our business” and that we “ensure our staff members 
acquire and retain the necessary knowledge and skills to deliver the highest quality advice”. 

Penguin © 2016. Penguin is a trading name of Penguin Wealth LLP, who are authorised and regulated 
by the Financial Conduct Authority. 

Contact Us 
Tel: 02920 450 143 

Email: info@penguinwealth.com 

Web: www.penguinwealth.com 

Address: 2 Raleigh Walk, Brigantine Place, Cardiff, CF10 4LN 

Penguin © 2017 The FCA does not regulate Inheritance Tax Planning, Estate Planning, Tax Planning, Wills or Trusts. 
The content of this website does not constitute regulated financial advice of any description nor does it purport to do 
so. If regulated advice is needed you will be referred to either a specialist financial adviser or Penguin Wealth LLP 

Let us give you peace of mind  
Get in Touch to Book a Discovery Meeting at our Expense 




