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Our Robust Investment Process



In the past perhaps it was only the super-rich that held investment 

portfolios in shares, property and bonds. However today many of us will 

need an investment portfolio for all sorts of reasons, for example:

• you may inherit some money.

•  you downsize at retirement and have some spare cash to invest.

•  you have built up a substantial pension pot, are about to retire, but don’t 

wish to cash in all of the pot and buy a fixed lifetime guaranteed income, 

but instead keep the pot for many years and draw an income from it.     

Why is a robust investment 
process so important?

What are the problems?

This brings various problems:

•  Short Term Risk – the investment can fall as well as 

rise in value and in the short term this can cause worry 

and stress at best, and hardship at worst.

•   Long Term Risk – the fund may not provide the 

growth that you need to support the rate at which you 

want spend your pot and the pot may run out  

too quickly.

•  There are thousands of funds to choose from –  

some investing in shares, some in property and some 

in bonds. How do you choose the right type of funds? 

And even if you choose the right type for you ( e.g. 

shares), how do you choose the right share fund  

for you?

•  Things change – your requirements may change and 

this may mean that the funds need reviewing. Even 

if your requirements have not changed, how do you 

review the chosen funds to make sure that they are still 

suitable and fit for purpose?   

Clients want good investment returns and while every client is different,  
most want the investment to grow at a faster rate than the cost of living increases.  
To achieve this aim clients have to invest in other than cash funds. 



We measure your attitude to risk using a well proven process 

managed by Distribution Technology Ltd. Although there are 

thousands of funds, most of the potential risk and reward 

that clients face when they invest money is driven by asset 

allocation i.e. how money is split between the key asset 

classes, which are:

•  overseas shares  

•  uk shares

• commercial property 

•  bonds (debt i.e. money lent to governments  

and companies)  

• cash.      

We have listed them here in order of reducing risk and reward. 

There is well documented correlation between a person’s view 

of risk and how their investments should be split across the 

main asset classes. The key is to try and achieve the highest 

long term rate of growth within a day to day risk level that the 

client will be comfortable with.

We use research data from Distribution Technology Ltd and 

for each of our clients align them with an asset allocation that 

is set for risk levels 3 through to 8 on a scale of 10. The higher 

the number the more the client holds in shares and the higher 

the risk and potential long term growth.

Here are some examples based on data as at October 2018.

Low Risk 3 

• your attitude to accepting risk is ‘low’. 

•  while you are likely to be concerned with not getting as much 

back from your investments as you put in, you may also want 

to make higher returns on your investments.

•  your preferred investment portfolio is likely to be mainly  

low-risk investments such as cash and bonds, with a few  

higher-risk investments such as shares.

High Risk 8
• your attitude to accepting risk is ‘high’.

•  your priority is likely to be making higher returns on your 

investments but you are still probably concerned about losing 

money due to rises and falls.

•  your preferred investment portfolio is likely to contain mainly 

higher-risk investments such as shares with a few lower-risk 

investments such as bonds.

    

Cash 0%  I       Fixed Interest 4%  I   
UK Equities 20%  I       Overseas Equities 71%  I   
Property 5%  I  

Cash 15%   I       Fixed Interest 53%  I   
UK Equities 14%  I       Overseas Equities 13%  I   
Property 5%  I  

What is the HEB 
Solution?
At HEB we have a very robust process that is tried and  
tested and deals with all of these issues. 
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Measure your attitude to risk



HEB outsource the research of funds to a 
specialist skilled team at RSMR. 

RSMR design, review and maintain for  
our clients the range of portfolios HEB3  
to HEB8. 

•   they take the asset allocation and then research funds that 

will populate this from their Rated Fund List.

•    when they blend funds they will make sure that they blend 

together well. For example, there is no point in having two 

very good UK shares funds if they hold the same shares 

that will perform in the same way – diversification  

is key.

•     if they feel that a fund has a good track record on 

performance without taking too much risk to deliver that 

performance, i.e. the numbers stack up, then they will 

move from this quantitative assessment to a  

qualitative assessment.

 This involves detailed questionnaires to the investment 

manager, plus face-to-face meetings and interviews. They 

will want to establish, for example, whether a fund is a star 

performer because of an expert team with well documented 

and repeatable processes, or due to one brilliant manager, 

leaving the fund vulnerable if he/she leaves.

•     if the fund passes both the quantitative and qualitative tests 

then it makes it onto the RSMR Rated List and will then be 

available for inclusion in the portfolios HEB3 to HEB8.

•    the most appropriate blended mix of rated funds is then 

used for each portfolio HEB3 to HEB8, having regard to 

the earlier point on diversification.

•    funds in all portfolios are monitored on a continuous basis, 

but receive a formal review every quarter. When we carry 

out a client’s annual review they are rebalanced to the most 

recent quarter variant. 

We always set up your pot, such as a pension plan, in such  

a way that it is easy to review and replace funds at each  

annual review. 

When can you use the  
HEB solution?
Most clients with pots above £100,000 will benefit from this 

service and it can be accessed by pension and non-pension 

money such as ISAS and Unit Trusts. 

What do HEB charge?  

When we first carry out your financial review we will agree with 

you how much the fee will be initially and on an ongoing basis. 

On an ongoing basis HEB charge typically 0.75% to 1.0%pa 

of the pot value – there will be fund manager and provider 

charges in addition.

RSMR
Rayner Spencer Mills Research

Ability to bear loss     

You could have two clients with the same attitude to risk, 

but one may have a retirement pot that is his only source 

of income, whereas the other may have a large final salary 

pension to draw on. Clearly the latter has a greater ability 

to bear loss than the former i.e. he can afford bigger falls 

in the pot before it causes hardship. So with both of these 

clients we would discuss their “ability to bear loss” and  

for the former we may recommend a lower risk level 

portfolio design.       

Assign a model portfolio
For each risk, level 3 to 8, we have specifically designed 

model portfolios and we assign to the client the model 

portfolio that is suitable for their combined attitude to 

risk and ability to bear loss. These model portfolios have 

some key features to help the client strike the right balance 

between risk and reward, for example:

•  the asset allocation is set at the level identified by 

Distribution Technology Ltd as suitable for that risk level 

and so each portfolio (called HEB3 through to HEB8)  

has a specific asset allocation.  

•  we then use a specialist fund research company to 

populate each portfolio with diversification achieved 

through asset allocation, fund selection and the use of 

different fund management groups - we use Rayner 

Spencer Mills Research (RSMR).

•  at each annual client review meeting we carry out a  

full rebalance so that the portfolios stay relevant and  

up to date.

The annual review 

Things will change over the year, for example:

•   shares may surge in value and your pot is bigger at the 

end of the year – good news! However, if the shares 

have grown quicker than the other asset classes then 

your portfolio is now more risky. This needs correcting, 

so ideally some shares should be sold and some lower 

risk assets such as bonds should be purchased.

•  even if all assets have grown at the same rate, 

Distribution Technology Ltd may have assessed the 

global economic position and come to the view that 

some changes to the asset allocation are still needed.

•   your ability to bear loss or attitude to risk may have  

changed, so you might want to move from HEB5 to 

HEB4, for example.

•   RSMR regularly review the portfolios in terms of  

the constituent funds and, irrespective of all of the 

above, may recommend fund changes within their 

review process.
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Protect your wealth
Contact us today to discuss our robust investment process.


