
1

HOW TO
INVEST WITH  
 CONFIDENCE
Helping members grow their workplace pension
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IMPORTANT INFORMATION
This guide is designed for employers and pension professionals, not individual investors. Nothing within this guide constitutes personal 
advice. Please seek advice if unsure of the suitability of any investment.

Please remember investments can go down as well as up in value, so you could get back less than you put in. 

The information in this guide was correct as at January 2019, and unless noted all figures apply to the 2018/19 tax year.  
You can’t normally access money in a pension until age 55 (57 from 2028). Pension and tax rules can change, and their benefits 
depend on your circumstances.
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A DECISION WHICH CAN 
MAKE ALL THE DIFFERENCE
It’s amazing what can be achieved with a little confidence.

It doesn’t matter whether you have first timers who want to know 
more, or seasoned investors looking for choice, everyone needs 
to feel confident in their decisions. 

That’s where we can help.

Our business has been built on empowering people to save and 
invest with confidence. Over one million people now trust us with 
their investments and savings.

Strong research capability, combined with clear, concise, timely 
and relevant communications, help instil this confidence and 
initiate action. By giving workplace pension members the right 
tools and the right information, you might be surprised at what can 
be achieved. 

Currently, 22% of HL Workplace pension members are making 
their own investment decisions – instead of the default fund.

Some members may dismiss the idea of choosing their own 
investments as either too stressful or too complicated. But with 
our help, it doesn’t have to be either.

What’s more, it could make a huge difference when they finally 
stop working. And who wouldn’t want that?

Our business has been  
built on empowering  
people to save and invest 
with confidence.

STEPHEN LEFLEY
Head of Workplace  
Solutions
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HL WORKPLACE PENSION
INVESTMENT IDEAS FOR MEMBERS
Helping members make more of their money.

The HL workplace pension is a Group SIPP (self-invested personal 
pension) which offers one of the largest selections of investments 
in the UK.

Members can choose from thousands of funds and invest in some 
of the world’s largest companies.

But choice on its own is worthless without the knowledge and the 
confidence to make your own investment decisions. Indeed, some 
may prefer not to make any decisions at all.

No matter what the situation, our workplace pension has  
got it covered.

THE DEFAULT FUND 

A passively managed fund for those who prefer a hands-off 
approach to investing.

THE ‘ABC FUNDS’

To help members get started, our Investment Research Team has 
highlighted three simple investment ideas. 

They include: an Adventurous fund, a 
Balanced fund and a Conservative fund  
– one for each type of investor.  
We call them the ‘ABC Funds’. 

For those who are first time investors, or just haven’t got round to 
choosing their own investments, we believe our ABC Funds are a 
great starting point for a workplace pension.
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THE WEALTH 50 

With more than 3,000 funds available, the choice can be 
bewildering. The Wealth 50 can help – it’s a shortlist of our experts’ 
favourite funds.

We’ve spent decades and thousands of hours crunching the 
numbers, and meeting fund managers, to uncover funds we 
believe have the most potential in each major sector. To date, 
we’ve had an enviable track record.

THE FULL RANGE  
OF INVESTMENTS

Invest in over 3,000 funds from major groups to boutique 
investment houses including Artemis, Fidelity, JP Morgan, Jupiter, 
Invesco  and Schroders. 

Members can also choose shares from major stock exchanges, 
investment trusts, exchange-traded funds and more.

We offer free fund dealing, low cost income reinvestment, and 
online share dealing from £11.95 per trade (falling to as little as 
£5.95 for frequent traders).
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DEFAULT FUND
RICHARD TROUE
Head of Investment Analysis

BLACKROCK CONSENSUS 85  
– WITH DE-RISKING 

BlackRock’s Consensus 85 invests in shares and bonds globally, 
as well as holding some property and cash. The amount invested 
in each of these assets will be similar to the average of other 
balanced pension funds. Up to 85% of the fund can be invested in 
shares.

It’s one of the lowest-cost balanced funds available. So we think it’s a 
good option for those focused on keeping charges to a minimum.

BlackRock aims to invest the same amount in each asset as the 
average balanced pension fund in order to mirror the performance 
of the average balanced pension fund over the long term. 

Increasingly, employers are selecting the passive option as the 
default fund - the majority of our workplace clients now adopt 
this option. However, there remains a demand for the actively 
managed option and the HL investment team keeps the suitability 
of each of the default funds under regular review.

PASSIVE INVESTMENT
BlackRock uses ‘tracker funds’ to replicate the asset allocation of 
the average balanced pension fund. Tracker funds aim to closely 
replicate, or track, the performance of the area they invest in. 

This is often referred to as ‘passive investing’. It’s one of the 
simplest and lowest-cost ways to invest. This is how BlackRock is 
able to try and mirror the performance of the average balanced 
pension fund at such a low cost. 

HOW DOES THE DE-RISKING WORK?
The de-risking approach aims to shelter the member’s pension 
pot as they approach their chosen retirement age by gradually 
moving into cash. 

Pension investments will gradually be moved during the five years 
approaching the members, selected retirement age (default is 65). 
Funds will be automatically and gradually sold on a monthly basis 
and held as cash within the SIPP. 

Sale instructions will be placed on the 15th of every month. Where 
the 15th falls on a weekend, this process will take place on the 
next working day. Pension accounts will be ‘locked down’ for four 
working days before these sales are due to take place and one day 
after to ensure the sales are placed correctly. 

The value to be sold is determined by how many months remain 
until the selected retirement age. For example, if members have 
5 years (60 months) until retirement, 1/60th of the value of the 
fund(s) will be sold. This will be followed by 1/59th the next month, 
1/58th the month after that and so on. In the final month, all of the 
remaining holding(s) will be sold.

DOES DE-RISKING APPLY TO ANY FUNDS CHOSEN BY  
THE MEMBER?
Yes – it is applied to any fund/s chosen by an automatically enrolled 
member, and monthly switching into cash will still apply. However, 
members can turn off de-risking at any time.
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http://www.hl.co.uk/__data/assets/pdf_file/0006/6326646/Blackrock-Consensus-85.pdf
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OUR CORE FUND RANGE 
Helping members invest beyond the default.

RICHARD TROUE
Head of Investment Analysis

Our Investment Research Team highlights three simple fund ideas 
to help members get started – one Adventurous, one Balanced, 
and one Conservative. We call them the ‘ABC Funds’.

Narrowing the search from thousands of funds to just three 
simple options helps members make quick and simple choices. 
Whether they’re just getting started or retirement is just around 
the corner, our ABC Funds can help members make their own 
investment decisions.

12% of HL workplace pension members currently invest in one or 
more of the ABC Funds.

‘ADVENTUROUS FUND’
LINDSELL TRAIN  
GLOBAL EQUITY

Lindsell Train Global Equity is one of our favourite funds for 
exposure to the world’s stock markets. 

The managers try to find companies that have something 
truly unique. Something competitors will find hard to 
replicate, be it a brand name, franchise, or intellectual 
property. Some of the iconic brands owned by the companies 
they invest in include PG Tips, Smirnoff and Nintendo. 

They don’t think there are many truly exceptional 
businesses in the world. When they find one, they want 
to make a meaningful investment. So the fund only holds 
25 – 30 shares. This means each can have a big impact on 
performance, but it’s higher risk. This is why we consider it 
a more adventurous fund.

Please note, this fund has a holding in Hargreaves 
Lansdown plc.

http://www.hl.co.uk/__data/assets/pdf_file/0006/10488048/abc-fund-guide.pdf
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‘BALANCED FUND’
BAILLIE GIFFORD 
MANAGED

Baillie Gifford Managed invests globally in shares, bonds and 
cash. Between 40-85% will be invested in shares and the 
managers typically keep the fund at the higher end of this 
range. This is because they believe shares will deliver the best 
long-term returns. Cash and bonds provide diversification.

This balanced approach means the fund should grow when 
stock markets rise, but not to the same extent as a fund 
fully invested in shares. The cash and bonds should then 
provide a little shelter when stock markets fall.

We like the team’s patient approach and willingness to 
back companies through thick and thin. The fund could 
hit the sweet spot for those who want to invest mostly in 
shares, but like the ideas of having some bonds and cash 
to balance things out.

Please note, this fund has a holding in Hargreaves 
Lansdown plc.

‘CONSERVATIVE FUND’
NEWTON REAL  
RETURN

Newton Real Return is aimed at those who’d like to grow 
their investment over time, but don’t want to see the same 
swings in value as with a fund invested entirely in shares.

To achieve this the managers build the fund in two layers. 
One invests in shares and corporate bonds with the aim to 
generate returns. The other invests in government bonds 
and cash, which should help preserve capital when stock 
markets fall. They’ll vary how much is invested in each layer 
depending on whether they feel the outlook is favourable 
or poor.

This approach will often involve sacrificing some 
performance when stock markets are doing well in order 
to provide shelter when they do poorly.

The overall aim is to produce cash-beating returns  
over time. The fund’s managed by an experienced 
and well-resourced team and we think it’s an excellent 
conservative choice.
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OUR CORE FUND RANGE 
THE WEALTH 50 
Our favourite funds in one list.

You can’t tell from the list,  
but the HL investment team  
spent hours agonising over which 
funds to include. We do put our 
heart and soul into the job!

MARK DAMPIER

Head of Research, HL
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RICHARD TROUE
Head of Investment Analysis

FINDING THE GREAT FROM THE GOOD

WE LOOK FOR:

  A distinguished career – we analyse fund managers’ entire 
careers, so we know their strengths. 

  A fantastic track record – a fund manager needs a history of 
excellent performance across different market conditions. 

  A robust process – we meet fund managers a number of 
times to get a deep understanding of how they invest, and at 
least once a year when they’re on the list.

WE DON’T LOOK FOR:

  Commission – we never take payment or commission 
for funds to appear on the Wealth 50. We only look at 
performance potential.

GIVING CLIENTS A BETTER DEAL
The collective weight of over one million clients gives us unrivalled 
negotiating power. Last year, through the discounts we offer, HL 
clients received over £61 million in rebates. We’ve negotiated 
even harder on their behalf, to lower fund costs again. The average 
annual fund charge of a Wealth 50 fund through HL is now 0.57%. 
That’s a 30% saving on the average standard ongoing charge for 
these funds. 

This excludes index tracker funds, which have much lower charges 
still – and we’ve also got great discounts on these. When added 
to our charge (a maximum of 0.45% p.a.), members will pay on 
average a fraction over 1%. We think that’s a great price to invest 
in the funds we consider to be the best in the market.

NARROWING THE LIST
Members can use our online tool to narrow the Wealth 50 list even 
further by specifying their own search criteria including: sector, 
risk, charge, fund group, yield and fund objective. They can also 
search by active or tracker funds. 

Most funds on the Wealth 50 are actively managed. But if members 
want to invest in tracker funds, we’ve got that covered too. With less 
management involved, this keeps costs to a minimum.

HOW WE CHOOSE THE FUNDS
Data deep dive 
Before we even think about a fund for the Wealth 50 we need 
to see the fund manager’s track record. Not just a performance 
chart, that only tells a part of the story. We need to see the 
individual shares or bonds they’ve invested in over the course of 
their career. Our analysts then transform this data so that we can 
use it within our own, one-of-a-kind system.

Experience counts 
We need this data to cover at least seven years, and ideally ten. 
We’re strict when it comes to experience because markets are 
cyclical, and these cycles on average last about seven years. 

Fund managers can be seduced by themes, like the internet stocks 
of the dotcom bubble. We want to see whether a fund manager 
sticks to their process, particularly when the way they invest isn’t in 
favour. Often, this separates the ordinary from the extraordinary.

3,000 funds to choose from can be mind-boggling. To help, we 
created the Wealth 50 – a shortlist of our experts’ favourite funds.

https://www.hl.co.uk/funds/help-choosing-funds/wealth-50
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STYLE AND STOCK SELECTION 
We’re trying to separate the lucky from the skilful. Talent is 
repeatable, and that’s what we’re after. 

So we use the data to separate a fund manager’s return into two 
components – ‘style’ and ‘stock selection’. Style is where a fund 
manager invests. For example Richard Pease – manager of the FP 
CRUX European Special Situations Fund, focuses on medium-sized 
companies in Europe.

When this area of the market does well, we’d expect managers who 
invest here – like Pease – to do well too. 

Stock selection is the value added (or taken away) by the choice of 
stocks within this area. So if Richard Pease chooses the best medium-
sized companies in Europe, his fund will outperform its peers.  

While the areas Richard Pease has been hunting in haven’t  
been very fashionable, we know from the data we collect that  
he’s been able to find and invest in great companies within these 
less than fertile grounds.

It suggests he has innate investment talent, and that’s why we like 
to see positive stock selection when analysing fund managers’ 
track records. Our experience tells us managers with consistently 
good stock selection have better prospects of outperforming 
over the long-term. 

No manager is infallible though, and no-one can make the right 
calls every time. When they get it wrong, the fund will fall in value.

FACE-TO-FACE 
Finally, we’re ready to meet the fund manager. 

We cross reference what we’ve learnt from our analysis with what they 
have to say. If we’re meeting a fund manager for the first time, we also 
want to understand their background and personality. What type of 
person are they? What motivates them? How are they incentivised? 

Each time we meet a fund manager, talk to them over the phone 
or trade emails we make a note of what was said, and what we 
thought. It gives us historical perspective to fall back on, and is 
especially useful when a manager’s going through a tough time.

Some of the HL Research Team 
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Our document for Richard Pease stretches over 15,000 words. 
Combining this with our quantitative analysis, it’s quite possible  
we know more about these fund managers than anyone else in 
the country. 

A GATEWAY TO OUR RESEARCH 
Each part of our process is designed to make sure the Wealth 50 
is full of fund managers who can help members make the most of 
their money. 

For a new fund to make it onto the Wealth 50, the final say is left  
to an independent vote by our investment team. We then hand 
over to a different part of our business who secure a great price 
for our clients. 

The Wealth 50 isn’t just a list of funds.  

It’s a gateway to our research.

 When a member buys a Wealth 50 
fund, they’ll get an update each time 
we meet the managers, so they’ll 
always know exactly what’s going on 
with their money. And if our views 
change, we negotiate an even better 
price, or the fund manager moves 
company, they’re the first to know.

 All Wealth 50 fund additions and 
removals are logged online.

 Members can customise their own 
mailings with our online preference 
centre – and only hear about the news 
that matters to them, as and when 
they want it.

 An online Portfolio Analysis Tool gives 
members an at-a-glance view of their 
portfolio so they can see where they 
are over or under exposed. The tool 
x-rays funds held to build a detailed 
picture of the entire portfolio. It offers 
a useful ‘heat map’ of geographical 
regions and shows top holdings by 
country and asset allocation.

 Quarterly statements are issued with 
geographical and sector analysis of 
holdings. These can be received by 
post or online.

 Members can log in online, via 
smartphone or tablet app, whenever 
and wherever they are.

KEEPING MEMBERS  
INFORMED
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THE FULL RANGE  
OF INVESTMENTS

If choice is what members are looking for, and they’re comfortable 
making their own investment decisions, they’re definitely in the 
right place. 

Members can choose from more than:

•  3,000 funds from leading fund managers including Schroders, 
Invesco, Woodford, Jupiter and Marlborough. HL clients can 
access super-low annual charges.

•   UK and overseas shares listed on the major US, Canadian and 
European stock exchanges

•   Investment Trusts,

•  Exchange-traded funds (ETFs)

•  Corporate and Government bonds.

All of the options can be found online and members can also 
access free share and fund research from our Investment 
Research Team.

The HL workplace pension is like a huge investment supermarket  
– there’s something for everyone.
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Hargreaves Lansdown
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