How low-cost Model Portfolios can add value to investors and
adVISors

Neil Browner — Head of Fund Solutions, IDAD



Established in 2002, IDAD is an FCA-regulated and UK-headquartered investment business
with global coverage
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Multi-faceted investment Established 2002 Diversified investment
business solutions, including Notes

and Funds

& -

1,700+ products traded in Range of Fund Solutions, GBP 2.7bn AUM (across
the last 10 years including UCITS, MPS and group affiliated

securitized offerings companies)




WHAT DO ADVISERS AND INVESTORS NEED FROM AN MPS?

Clear value - both in terms of asset performance and cost
Flow of information to allow all parties to understand the investment decisions
The adviser needs a defined rationale to use one provider alongside OR for replacing others within

their CIP. How does the MPS align with a given segment of their adviser base? Are each of the
different client types being served effectively?

A robust investment process that adviser and investor can trust is free from bias and is always
operating with their best interests in mind




Problem1- understanding your MPS positioning

Most MPS providers offer some form of rationale for portfolio change, quarterly reporting and
market commentary.

But can you honestly understand portfolio positioning documentation quickly and clearly — and
most importantly - in language that your client can grasp?

Problem 2 — portfolio drift and suitability

/ I Over time any portfolio will drift from a given allocation — a regular rebalance schedule is a must.

But what about underlying fund suitability or risk drift? How can an adviser maintain oversight as
part of their regulatory responsibility?

Problem 3 -variable and fair pricing?

As MPS has become embedded over the past 10 years, the cost for managing these services has
varied hugely with many providers offering MPS as a side-line to their main business (funds or
bespoke DFM) and charging levels offered are as a “lightweight” version of an existing service.

Market forces have determined that a fair price for standard MPS services is between 0.10% - 0.30%
depending on the administrative and research burden borne by the manager. MPS providers
charging a greater amount must either be offering significant additional services (custody, bespoke
client reporting etc...) or bearing additional cost not related to providing the MPS service.




INDUSTRY PROBLEM - BEHAVIOURAL BIASES

No matter the scale or resources of your investment product - all human decision-making is prone to
unconscious bias.

Fund selection and monitoring tools seek to mitigate these, providing proactive oversight to ensure rational
and clear decision making.
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https://upload.wikimedia.org/wikipedia/commons/6/65/Cognitive_bias_codex_en.svg

SO HOW CAN A WELL-STRUCTURED FUND SELECTION PROCESS OVERCOME THESE PROBLEMS..

Every quarter -OR- Ad-hoc manager review “Circuit breaker”

Portfolio Review triggered
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IDAD TAG

Fund Selection Process

What does this look like in practice?




Ratios and Performance Grouping

1Tm -1 Month performance Responsive (R)
3m -3 month Performance

6m - 6 Month Performance

Alpha -3 year Alpha

Beta -3 Year Beta
(relative proximity to R Squared target)

PP - Positive Periods over 3 years
Sharpe - 3 Year Sharpe
Sortino - 3 Year Sortino

UC - 3 Year Upside Capture

ML - Max Loss over 3 years (inverse) Defensive (D)

VOL - Volatility to peer over three years (inverse)

DR - Max Drawdown to peer over three years (inverse)




TAG MPS FUND SCREENING PROCESS

IDAD Fund Screening
System

1 Mth Past Performance
3 Mth Past Performance
6 Mth Past Performance
Alpha

Beta

Sharpe Ratio

Sortino Ratio

Positive Periods

Upside Capture
Maximum Loss (inverse)
Volatility (inverse)

Max Drawdown (inverse)

All Available
Fundsin a
sector e.g.

UK All

Companies

Source IDAD TAG May 2022
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TM CRUX UK Core GTR in GB 100.00| 96.23|

upiter Responsible Income in GB mm
RBS UK Equity GTR in GB : [25.86] 24.48] 25.36[ 701.80] 5]
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Aviva Inv UK Index Tracking GTR in GB | 86.19] 23.43]  59.92]
quity Index Managed in GB, | 37.24]93.31[ 10.04] 57.57] s 2
al London Sustainable Leaders Trust GTR in GB 78.66| 78.66] 29.50] 30.00| 29.37] 657.91
Royal London UK Dividend Growth GTR i | 89.96|86.19[58.91] 73.31] 72.97]17.32[13.81] 1594 656.86] 26]
Slater Recovery in GB . ) 9 9 | 22.85] 655
Vanguard FTSE U.K. All Share Index Unit Trust in GB
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[18 Evenlode income GTRinGB______ |
|Aviva Inv UK Index Tracking GTRinGB |
|Slater Recoverying8 |
[Vanguard FTSE U K. All Share index Unit Trustin GB |
[HSBC UK Multi-Factor Equity GTR in GB** |

HSBC UK Multi-Factor Equity GTR in GB**
Fidelity UK Opportunities in GB

AS| UK Value Equity in GB

SSGA SPDR FTSE UK All Share UCITS ETF
M&G Index Tracker GTR in GB
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nvesco Income & Growth (UK) GTR in GB

nvesco UK Enhanced Index (UK) in GB

chroder Sustainable UK E
JPM UK Equity Core in GB.
MGTS AFH DA UK Multi-Cap Growth in GB
HSBC FTSE 100 Index GTR in GB
iShares 100 UK Equity Index (UK) in GB
HSBC FTSE All Share Index in GB
LF IM UK Growth TR in GB
Quilter Investors UK E

al London UK Equity GTR in GB

Threadneedle UK Sustainable Equity in GB
Lyxor Core UK Eq All Cap (DR) UCITS ETF TR in GB
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TAG MPS FUND SCREENING PROCESS

Low scores for
defensive ratios -

Strong short term Consistent lowest
performance positive return weighting for
ratios Neutral Scenario

T

mth 3 mth 6 mihs Y ALPHA BETAP uc SHARPE som R o
Invesco UK Opportunities (UK) GTR in GB 69.04| 100.00| 100.0|
FTF Franklin UK Opportunities GTR in GB 89.54 m 61.51 --

m 30.96 - .86/ 26. -
Jupiter Responsible IncomeinGB | 89.96] 67.78] 71.13| 8a.52]61.51 70.63| 27.74] 22.85|21.97(71071| 4]
[RBS UK Equity 6TRinGB | 94.14] 7448 84.52] 82.85]37.24]86.19/30.46] 68.28| 67.95] 25.86] 24.48] 25.36| 701.80] 5|

Consistent Strong risk / return ratios

outperformance and
Beta

A system designed to pick out the funds with the best potential for outperformance, using readily
available data to select the most appropriate fund.




Active Sectors
Screened using IDAD TAG Fund
Screening

IA Global

IA UK Smaller Companies

IA UK All Companies

IA Europe Ex UK

IA European Smaller Companies
IA Japan

IA Japanese Smaller Companies
IA Global Emerging Markets

IA North America

IA North American Smaller Companies
IA Asia Ex Japan




WHAT TRIGGERS A FUND SWITCH?

Responsive Switch
Standard Switch Any existing fund held - trending
down in the league table.

Any fund that falls below second
decile ranking is ‘relegated’ and
replaced automatically.

Replacement fund must have
better TAG score than outgoing
fund.




IDAD MPS TAG PORTFOLIOS

v' 5 Risk managed portfolios in GBP, USD or v' Blends Active and Passive funds for the greatest
EUR performance impact

v' Built to generate returns for investors in v Independently monitored to ensure that risk
line with their attitude to investment risk parameters aren't exceeded

v' Market leading risk-based asset allocation v Fair price
model

v' Available from selected platforms
v" Rules based fund screening system
designed to select the most appropriate
available funds by asset class

YT Management
Model Name Planner Risk OCF 9 Total Charge Benchmark
Rating Charge

IA Mixed Investment 0% - 35%

IDAD TAG MPS 3
shares

IA Mixed Investment 20% -

IDAD TAG MPS 4 60% shares

. ~
IDAD TAG MPS 5 IA Mixed Investment 20%

60% shares

IA Mixed Investment 40% -

IDAD TAG MPS 6 85% Share

IA Mixed Investment 40% -

IDAD TAG MPS 7 85% Shares




IDAD TAG MPS 3 PORTFOLIO

IDAD TAG MPS 3
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= |DAD TAG MPS 3 13/09/2022 GTR in GB IA Mixed Investment 0-35% Shares GTR in GB

Source FE Analytics November 2022




IDAD TAG MPS 4 & 5 PORTFOLIOS

IDAD TAG MPS 4 & 5
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= |DAD TAG MPS 5 13/09/2022 GTR in GB = |DAD TAG MPS 4 13/09/2022 GTR in GB

IA Mixed Investment 20-60% Shares GTR in GB

Source FE Analytics November 2022




IDAD TAG MPS 6 &7 PORTFOLIOS

IDAD TAG MPS 6 &7
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IDAD TAG MPS 7 13/09/2022 GTR in GB = |DAD TAG MPS 6 13/09/2022 GTR in GB

IA Mixed Investment 40-85% Shares GTR in GB




SUMMARISING THE BENEFITS

Fund selection is the focal point of alpha creation — asset allocation for downside risk management

Rapid access to data — enables rapid decision making of investment team

Man and machine in harmony — quantitative screening utilised when efficacious

Use of momentum and consistency of league outcome as additional value indicator

Sector gear options allow rapid “what if” interrogation and fund selection based on current market conditions




DISCLAIMER

This presentation has been prepared by IDAD Limited.
IDAD Limited is authorised and regulated by the Financial Conduct Authority.
It should be considered in conjunction with the MPS Brochure and other documentation available.

Clients should be aware that the value of investments and the income from them may fall as well as
rise and you may not get back what you originally invested. Investments which are likely to yield a
high income may do so at the expense of capital, or at a greater risk to the capital, and the income
from them may fluctuate up or down.

Past performance is no guarantee of future returns.

Overseas investments can fluctuate in value according to market and currency conditions.




