For advisers only

Aegon Core Portfolios
Making pension investing easier

Contents
Introducing the Core Portfolios

3

Portfolio design

3

Supporting your advice process

13

Investment fundamentals

14

Our multi-asset management credentials
Managing multi-asset
strategies since

1983

Assets invested in our
multi-asset strategies

£22.0bn

Customers invested in our
multi-asset strategies

1.1m

As at May 2021. Multi-asset management credentials represent the Aegon UK plc. overall investment proposition. The value of investments
may fall as well as rise and investors may get back less than they invest. There’s no guarantee that fund objectives will be met.
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Introducing the Aegon Core Portfolios
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Our seven Core Portfolios each ofer a
complete investment solution in a single
fund. They use mainly passive components
to create value-focussed, risk-targeted
portfolios that are closely aligned to client
needs. The Core Portfolios provide access
to expert asset allocation and robust
governance and they have the freedom to
draw on expertise from across the industry.

Each portfolio aims to achieve long-term capital growth while keeping risk at a level appropriate to its risk target.
Long-term is defned as fve years or more.
Focused on value, the ongoing charges fgures (OCF) vary from 0.21% to 0.26%. This is on top of any product or
adviser charge and includes a fxed management fee plus expenses that vary with the day to day costs of running
the fund. The fund charges may difer for Retiready (RR) or Aegon One Retirement (AOR).
The portfolios are available to clients with an Aegon Retirement Choices or One Retirement pension.
Please see the factsheets, available on our website, for further information. There’s no guarantee the funds will meet
their objectives and their value can fall as well as rise. Investors may get back less than the amount invested.

Portfolio design
The Core Portfolios are designed to achieve the best possible outcomes for investors who
want a straightforward way to invest their pension savings. The portfolios adhere to six
key design principles:

Customer
aligned

Independent
input and choice

Robust risk
management

Optimal asset
allocation

Strong
governance

Cost
e˜ective
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Customer aligned
The Core Portfolios provide solutions to a broad range of adviser and investor pension
needs, aiming to provide value-for-money options that you can recommend to clients with
confdence.

Aligned to client needs
We believe the portfolios can meet the needs of a broad
client base, including:
• Accumulators – clients saving for retirement over the
long term.
• Decumulators – who may choose to move to lowerrisk portfolios as they approach and enter retirement
• Cautious through to adventurous investors.
• Investors who prefer the simplicity of a single
portfolio that could meet all or most of their needs.
• Less experienced/engaged investors who want
experts to take care of investing their money.
• Cost-conscious clients.

Adventurous
Growth Plus

Growth potential

Growth
Balanced Plus
Balanced
Cautious
Conservative

Equities
Bonds
Cash

Less risk

More risk

For illustrative purposes only. There’s no guarantee that higher-risk funds will outperform lower-risk funds in the range and they could
signifcantly underperform, particularly over shorter time periods. The risk descriptors shouldn’t be compared with other Aegon funds or funds
from other providers.
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Aligned to adviser needs
We’re conscious of your need to meet
regulatory requirements, including PROD
and MIFID II regulation, and we’ve designed
the portfolios to make this as easy as
possible.
There are a number of factors that help
with this, including:
• Suitability – clear target markets help you
demonstrate how they meet clients’ needs.

• Engagement – straightforward to understand and
explain to clients.

• Client outcome – simple, measurable investment and
risk objectives.

• Transparency – comprehensive reporting keeps you
and your clients informed.

• Governed – rigorous fund governance to monitor that
we’re meeting objectives.

• Value for money – a risk-managed, governed
proposition for a low cost.

To help support advice processes, the portfolios are also mapped to risk ratings from Defaqto, Dynamic Planner,
FinaMetrica and Synaptic.

Important information:
• There’s no guarantee the funds will meet their
objectives.

• The portfolios invest overseas so their value will
go up and down as exchange rates fuctuate.

• Their value can fall as well as rise and investors
may end up with less than they invest.

• Returns from the portfolios may not keep up
with infation, particularly those investing more
in lower risk asset classes like cash and bonds.

• These portfolios are designed primarily as longterm investments so may not be suitable for
those with less than fve years to invest.

For more information and the fund specifc risks, see the fund factsheets available on our website.
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Independent input and choice
The portfolios beneft from valuable independent input, and we have the fexibility to
choose the providers that ofer the best quality and value for investors.
This independent approach supports the portfolios across two key areas:
1. Asset allocation is built in conjunction with award-winning investment house Morningstar
2. We use low-cost passive fund components from external providers, predominantly BlackRock
This independent model means we can make changes if fundamental cost, performance or counterparty issues were
ever to arise, a valuable tool in today’s uncertain world.

A powerful combination
The portfolios combine Aegon’s expertise with that of Morningstar and BlackRock.

• Global savings and
investment provider
serving more than
30 million customers.

• A leading provider of
asset allocation, portfolio
construction and
investment services.

• Manages over €920 billion
in assets on behalf of
savers and investors
worldwide.

• More than $260 billion in
assets under advisement
and management globally.

• Aegon UK has over 35
years’ experience providing
multi-asset solutions.

Portfolio
management

• 94 investment
professionals across
the globe.

• $10 trillion in assets
under management
globally.
• 100 countries with
Blackrock clients
• Ofces in over
35 countries.
• More than 18,000
employees

• Award-winning asset
allocation methodology
– 10 Graham and Dodd
awards.

Independent
asset allocation

Independent
underlying funds

Aegon information as at 31 December 2020. Morningstar information as at 30 September 2021. Blackrock information as at 31 December 2021.
Asset allocation provider and underlying fund managers can change. “Morningstar” refers to the Morningstar Investment Management group
which includes Morningstar Investment Management Europe Limited, an FCA regulated frm which is the entity providing the advice.
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Optimal asset allocation
Asset allocation is a key driver of both risk and return. We work in conjunction with
Morningstar to create the optimal strategic asset mix for each of the portfolios.
Our aim in doing so is to create the optimal asset allocation that maximises returns for a defned amount of risk.

Strategic asset allocations
The funds focus primarily on equities, bonds and cash although they can invest in property securities. They also
choose not to invest in alternative investments, which helps keep costs down.
The asset mix for each of the portfolios is shown below.
100%

Cash and others

90%

Overseas bonds

80%

Paciﬁc ex Japan equities

70%

UK corporate bonds

60%

UK index-linked gilts

50%

UK gilts

40%

Emerging market equities

30%

Japanese equities

20%

European equities

10%

North America equities
UK equities

0%
Conservative

Cautious

Balanced

Balanced Plus

Growth

Growth Plus

Adventurous

Figures correct as at 30 September 2021. Please see the factsheets for the most up-to-date allocation, which are available on our website.
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Morningstar’s asset allocation process
Morningstar’s investment process is the result of years of research and experience, which is why we’ve partnered with
them to help us build the Core Portfolios. Below is a brief summary of that process.

Step 1
Valuing asset classes

The Morningstar
investment process
Step 3
Building asset
allocation models

Step 2
Compiling asset class views

Step 1 | Valuing asset classes
Morningstar uses a valuation-driven approach to investing which is rooted in the understanding of what an asset is
really worth. That worth, called the fair value or intrinsic value, is central to Morningstar’s decision-making process
and to keeping emotions out of the picture. Fair value is the anchor in a sea of irrationality. When the market pushes
asset prices well ahead of their fair value, this is a signal to consider reducing exposure to that asset. Similarly, when
assets are priced well below fair value, this becomes a potential opportunity.
Buying under-priced asset classes builds an element of risk management into
every portfolio purchase. Under-priced asset classes have less room to fall from
their intrinsic value than over-priced asset classes do. Value investors have long
considered this a “margin of safety” when buying undervalued asset classes – a
payment of sorts to the investor for the uncertainty of investing in an unloved
region. Because asset classes rarely go bust like companies do, a valuation-driven
approach to multi-asset investing demands a smaller margin of safety than those
sought by equity value investors.
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Risk management
is inherent in
valuation-based
investing

Step 2 | Compiling asset class views
Using the analysis carried out in Step 1, Morningstar compiles a ranking of the investment universe by asset class
based on four key pillars.
Four key pillars
Absolute valuation

Relative valuation

Contrarian sentiment

Fundamental risk

Clear understanding of
what each asset can be
expected to deliver over
a 10-year time horizon.

How well
the asset ranks
compared to other
markets.

Is current sentiment
supportive to the
conviction in a
long-term context?

Range of possible
scenarios, plus any
risk that would cause
Morningstar’s base case
to be inaccurate over
the investment horizon.

These key pillars are then used to arrive at an overall conviction level, refecting the relative attractiveness of an
asset based on a 10-year horizon where ‘Low’ means the reward-to-risk is likely to be subdued and ‘High’ means
reward-to-risk is appealing.

Step 3 |

Building asset
allocation models

The next step is to pull these convictions together
into a portfolio context that maximises reward for risk.
Multi-asset investing has traditionally depended on
diversifying among assets that have low correlation with
each other to reduce volatility and create a smoother
investment journey. However, a simple approach to
diversifcation may not always be efective in reducing
the risk of permanent capital loss as it is possible for the
majority of assets to be overvalued at the same time.
In addition, since valuation anomalies tend to be driven
by investor sentiment, it’s possible for investments
in diferent asset classes to be afected by the same
economic developments.
It’s therefore important to understand risk looking
ahead into the future, not looking at the past.
Morningstar’s research produces insight into not only
future investment opportunities but also their attendant
fundamental drivers of risk. By better understanding
these forward-looking risk drivers, they can diversify
portfolios for the future rather than basing these
decisions on the past.
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Robust risk management
To keep the funds within their specifed risk levels (see below) the asset mix will be
monitored and adjusted when necessary. Because we adopt a long-term investment
horizon, we wouldn’t anticipate changing asset allocations signifcantly over shorter time
periods. However, it’s important to build challenge into the investment process to guard
against any factors that might push the portfolios out of the target risk ranges. We will
however make portfolio adjustments and rebalance regularly to maintain their risk profle.

Forward-looking volatility ranges
20%
18%

17.50%

Annualised standard deviation

16%

16.00%
14.50%

14%

12.00%

12.50%

12%

10.50%

11.00%

10%

9.50%

8%

8.00%

6%

13.50%

8.50%
7.00%

5.50%
4.00%

4%
2%
0%

Conservative Core

Cautious Core

Balanced Core

Balanced Plus Core

There’s no guarantee the portfolios will remain within their target ranges.
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Growth Core

Growth Plus Core

Adventurous Core

Strong governance
The Core Portfolios receive extensive scrutiny from our Fund Governance Group (FGG).
They stand in place of the customer to check long-term performance is in line with
objectives and that mandates are run in line with expectations. To achieve this, the FGG
operates a number of processes and controls which identify if the portfolios are not
being invested as customers have been led to expect and highlights funds that are not
delivering good customer outcomes.
The Core Portfolios are designed to be held for fve years or more, so our fund governance focuses on long-term
expectations. However, if one or more of the portfolios persistently fails to meet the agreed criteria, and the reasons
are believed to be systemic, the Fund Governance Group will recommend changes. Amongst other things, this could
mean updating the asset mix or making changes to the funds that make up that portfolio.

The Core Portfolios are underpinned by our Funds Promise. This is a commitment to our investors that:
• We aim to ofer high-quality funds which meet
their objectives.

• We take action if funds don’t
meet expectations.

• We monitor funds to check if they perform
as expected.

• We give you the facts you need to
make decisions.

Environmental, Social and Governance (ESG) considerations:
ESG factors, such as clean energy, fair treatment of staf and board diversity, can have an impact on the
performance of a company and the environment we live in. That’s why we ensure the companies managing
the funds held in each Core Portfolio are a stewardship code signatory (or working towards signatory status),
and are signed up to the UN Principles for Responsible Investment, which work to incorporate ESG factors
into investment and ownership decisions.
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Cost efective
Cost can have a signifcant impact on long-term returns. The Core Portfolios keep
costs down by:
•

Using passive components, which allows us to access markets at low cost

•

Minimising turnover to avoid unnecessary transaction costs.

As a result, we’re able to provide strategic asset allocation, risk management and governance, all for an OCF
of 0.21% - 0.26%1.
This is on top of any product or adviser charge and includes a fxed management fee plus expenses that vary
with the day to day costs of running the fund. The fund charges may difer for Retiready (RR) or Aegon One
Retirement (AOR).

1

Strategic asset allocation, risk
management and governance,
all for an OCF of 0.21% - 0.26%1.
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Supporting your advice process
Reporting
The Core Portfolios are supported by a comprehensive
reporting suite. This includes:
• Governance report
• Factsheets
• Market outlook webinar, led by Head of Portfolio
Management, Richard Whitehall
• Market snapshot podcast

Understanding and recommending the portfolios
There’s also a range of materials available online to help you understand more about the portfolios and how they
work, including a range overview video and a risk mapping tool.
And there are easy-to-use support materials for your clients too.
The aim is to make understanding, recommending and monitoring the portfolios as straightforward as possible.
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Investment fundamentals
Our overall investment proposition is based on a fundamental set of beliefs.

We believe choice is important
We aim to complement advisers’ business models by catering for a wide variety of client needs. This means
providing a broad choice of investments and the tools needed to build appropriate client portfolios.

Multi-asset solutions are key
While some investors want choice, we believe others prefer the simplicity of ready-made multi-asset solutions,
run and governed by experts. We’re committed to providing high quality, value for money solutions for advised,
workplace and individual savers and will only add complexity where we believe it benefts investors.

We invest for the long term
We aim to provide a lifetime of fnancial security for customers, so we have a long-term horizon when it comes
to investing. This means we aim to ofer growth and income solutions that meet the long-term needs and
aspirations of our customers.

We’re responsible investors
We believe that all companies should be run on responsible, sustainable principles, not just to survive but to
thrive. We ensure that fund managers are a stewardship code signatory (or working towards signatory status),
and are signed up to the UN Principles for Responsible Investment, which works to incorporate ESG factors
into investment and ownership decisions.
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For more information on Aegon’s
Core Portfolios, visit our website at
www.aegon.co.uk/core or talk to
your usual Aegon contact.

aegon.co.uk

@aegonuk

Aegon UK

Aegon UK

Aegon is a brand name of Scottish Equitable plc (No. SC144517) and Aegon Investment Solutions Ltd (No. SC394519) registered in Scotland, registered ofce:
Edinburgh Park, Edinburgh, EH12 9SE. Both are Aegon companies. Scottish Equitable plc is authorised by the Prudential Regulation Authority and regulated by
the Financial Conduct Authority and the Prudential Regulation Authority. Aegon Investment Solutions Ltd is authorised and regulated by the Financial Conduct
Authority. Their Financial Services Register numbers are 165548 and 543123 respectively. © 2022 Aegon UK plc
The Morningstar name and logo are registered trademarks of Morningstar, Inc. Morningstar’s Investment Management Group comprises Morningstar, Inc’s
registered entities worldwide, including the United Kingdom, where Morningstar Investment Management Europe Limited (“Morningstar”) is authorised and
regulated by the Financial Conduct Authority to provide services to professional clients. Morningstar’s role in this range of funds is as the investment adviser to
Aegon only and Morningstar shall have no responsibility for, or relationship with, any investors who choose to invest in these funds.
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