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The UK Pensions Regulator (TPR) definition: 

 

“A scheme offers value for money where the costs 

and charges deducted from members provide 

good value in relation to the benefits and services 

that they receive” 
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Pension Policy Institute research  

• ‘Value for money’ is the product of several factors  
 

 Governance 

 Administration 

 Contribution levels 

 Member decisions 

 Charges 

 Investment strategy 

 

Source: Pensions Policy Institute 
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Today’s presentation is brought to you by 

the letter E 
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Economy - price, spending less 

 

Efficiency - use of resources, spending well 

 

Effectiveness - actual vs intended outcome, spending wisely 

 

Equity - outcome distribution, spending fairly 

 

How to assess this in a DC member context? 

 

 

 

Assessing value for money 
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Typical DC glidepath prepares 

for annuitisation 

 

Large allocation to growth 

assets in early stages 

 

Increased risk aversion of 

preservation stage means 

return potential falls sharply 

 

Can be enacted cheaply by 

passive strategies 

Traditional DC “lifestyle” allocation 
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Multi Asset Growth 

Is this an effective accumulation strategy for DC members? 
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Does this allocation produce a better accumulation outcome? 

Maintains access to growth 

assets throughout 

 

Return potential higher level 

for longer 

 

More flexible landing site  

 

More expensive to enact, but 

possibly easier to understand 

 

 

 

 

Traditional DC “lifestyle” allocation 

0% 

10% 

20% 

30% 

40% 

50% 

60% 

70% 

80% 

90% 

100% 

30 29 28 27 26 25 24 23 22 21 20 19 18 17 16 15 14 13 12 11 10 9 8 7 6 5 4 3 2 1 
0% 

1% 

2% 

3% 

4% 

5% 

6% 

Years to retirement 

Bonds 
Cash 

Equities 

%  

Allocation 

% Return  

Potential 

(excess over cash) 

Multi Asset Growth 

Return potential 



 IAPF Benefits Conference:  6 October 2016                                                www.iapf.ie 

Assessing effectiveness and equity: 

Multi-Asset growth vs lifestyle 
• Stochastic model, 20,000 market simulations 

 

• Calculates accumulated pension pot after 35 

years regular saving 

 

• Using Multi-Asset Growth:  

 

 The median fund is 11% bigger 

 The probability of a “bad 

outcome” is reduced 

 The fund size is 12% bigger at the 

10th and 25th percentiles 

 

• Multi-Asset Growth produces a more effective 

and equal outcome for DC members after costs 
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Efficiency of volatility management 
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Source: Standard Life Investments, RiskMetricks, 30 June 2016 

Multi-Asset Growth 
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Efficiency as measured by risk-adjusted return 
 

 

 

 

 

 

 

 

Low volatility growth boosts the information ratio to the same level as 
high alpha equity funds 

 

 

Index tracker High Alpha Equity Multi-Asset Growth 

Gross return Passive equity returns Passive equity plus 3% Passive equity returns over a market cycle 

Risk Equity volatility Equity volatility Two thirds of equity volatility 

TER 10 bps 75 bps 50 bps 

Net return Passive -10 bps Passive +225 bps Passive -50 bps 

Information ratio 0.38 0.52 0.53 

Source: Standard Life Investments, 30 June 2016 
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• 20,000 projections 

 

• Multi-Asset Growth 

 Passive equity gross returns 

 2/3 equity volatility 

 

 Annual fund charges 

• Passive equity       0.1% 

• MA Growth            0.5% 

 

 

Effectiveness: The value of low volatility 
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Length of accumulation period (years) 

The longer the time horizon, the greater likelihood of a better outcome for more 

savers through a Multi-Asset Growth strategy 

Source: Standard Life Investments, May 2015 
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• Diversified Growth Funds 

 Allocation to range of assets 

 Strong growth bias 

 Limited diversification 

 

 

• Enhanced-Diversification 

 Wider range of strategies 

 Higher return-seeking risk 

 Higher levels of diversification 

 

• Outcome 

 More return seeking risk 

 Better diversification 

 

 

 

 

Efficiency of investment strategy 
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Multi Asset Growth 

Diversified Growth Fund 

Limited  

diversification 

Diversified Risk 

Enhanced-Diversification strategies  
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• Assessing value in terms of price is easy, but incomplete 

 

• Effectiveness, Efficiency and Equity more important 

 

• How can a DC member assess these factors? 

 

• Multi-Asset Growth: 

 

 

 

Value for money 

DGF 
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The information shown relates to the past. Past performance is not a guide to the future.  The value of investment can go down as well as up.  

 

Any data contained herein which is attributed to a third party ("Third Party Data") is the property of (a) third party supplier(s) (the “Owner”) and is licensed for use by Standard Life**. Third Party Data may not be copied 
or distributed. Third Party Data is provided “as is” and is not warranted to be accurate, complete or timely. To the extent permitted by applicable law, none of the Owner, Standard Life** or any other third party 
(including any third party involved in providing and/or compiling Third Party Data) shall have any liability for Third Party Data or for any use made of Third Party Data. Past performance is no guarantee of future results. 
Neither the Owner nor any other third party sponsors, endorses or promotes the fund or product to which Third Party Data relates. 

 

**Standard Life means the relevant member of the Standard Life group, being Standard Life plc together with its subsidiaries, subsidiary undertakings and associated companies (whether direct or indirect) from time to 
time." 

 

 

 

 

 

 

 

Standard Life Investments Limited is registered in Ireland (904256) at 90 St Stephen’s Green, Dublin 2 and Scotland (SC123321) at 1 George Street, Edinburgh EH2 2LL. 

 

Standard Life Investments is authorised and regulated in the UK by the Financial Conduct Authority 

 

Calls may be monitored and/or recorded to protect both you and us and help with our training. 

 

www.standardlifeinvestments.com  

 

© 2016 Standard Life, images reproduced under licence 


