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Introduction
Those looking to take the step into investing their hard-earned
money are faced with an almost overwhelming choice of options,
as well as the jargon that comes along with it.
A financial adviser is an essential tool in helping to navigate the best path to
achieve your investment outcomes, one of which may be a multi-asset
solution.
These are not a new invention, but the events of recent years – changes in
regulation, market uncertainty and evolving technologies and tools –
means the number of options available has grown, along with the names:
multi-asset, multi-manager, fund-of-funds and so on.
In this guide we aim to break down the industry jargon to provide you with
the essentials on what is meant by multi-asset investing, and how these
solutions aim to meet investor expectations.
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What is multi-asset investing?
Multi-asset investing, at its
simplest, is blending together
investments across geographies,
asset classes and sectors into an
investment portfolio.
The idea is that investing in a
diversified portfolio that spreads the
risk across a variety of different asset
classes, regions and strategies, can be
an effective way of smoothing out the
investment journey.
By spreading the risk across a range
of investments, the aim is to try and
maximise the potential returns for a
given level of risk over the longer
term.

In addition, diversifying an investment
portfolio can help avoid having a bias
to a particular region or investment
type, which could result in high levels
of volatility should there be a sudden
move in financial markets.
Multi-asset investing is not a new idea,
Harry Markowitz, a Nobel prize
winning economist, first published his
paper on portfolio selection in 1952,
which led to the development of
Modern Portfolio Theory, and
investors have been building on this
work ever since.
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How does multi-asset investing work?
While it is possible for investors
to create their own portfolio
with a mix of equities and bonds,
this process is time consuming,
complex and requires constant
monitoring.

In both structures, the role of a
multi-asset portfolio manager is to
use their knowledge and expertise
to select the appropriate
investments across asset classes
and regions to produce a portfolio
with the potential to maximise
returns over the longer term.

Asset allocation: Through analysis, research and the use of specialist tools,
the portfolio managers decide on the appropriate blend of investments
across regions and asset types, to create a base investment template
(known as the Strategic Asset Allocation) for the portfolio to follow.

This led to the introduction of
multi-asset funds, which aim to
provide investors with access to a
range of investments in a single
solution that is managed and
monitored by portfolio managers
on the investors’ behalf.

Within this, the portfolios could
target a specific level of risk,
known as risk-targeted funds
(see page 6), or they might have
an additional investment
objective, such as providing
income or incorporating specific
responsible investing or
Multi-asset investing for retail
clients is typically accessed through environmental, social and
two structures, either a multi-asset governance (ESG) objectives.
fund (also called a unitised
portfolio), or a model portfolio.

The role of a multi-asset portfolio manager is
to use their knowledge and expertise to select
the appropriate funds across asset classes
and regions.

The multi-asset
investment
process

Fund manager screening and selection: The portfolio managers must
then assess the investment options available to them, to see which
investments would be best placed to help achieve the objective of the
portfolio they want to build. They then narrow down the list of assets or
funds they want to invest in using their own expertise combined with
internal and external investment research and in-depth due diligence and
manager meetings, as well as factoring in any responsible investing
considerations that might form part of their process.
Building the portfolio: When the porfolio managers have made their
selection, they then begin to purchase the investments to build the
portfolio. To further refine the portfolio, the managers may now look at
additional short-term investments, which is called tactical asset allocation
(see page 6). This could be to adapt to current market conditions, or to
refine the level of risk in the portfolio.

Monitoring and managing the portfolio: Once the portfolio is in place,
the job is really only just beginning. The portfolio managers will continuously
monitor the investments, and managers they invest in, to keep track of any
changes such as changes in the team or fund group and indeed their
performance. If there are any changes that could affect the overall balance
and performance of the portfolio, the portfolio managers will assess the
impact and if necessary make changes, repeating the process of asset
allocation, fund manager selection and portfolio construction.
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Multi-asset
A multi-asset solution is essentially any type of diversified
portfolio. These can have different names, but essentially
additional expertise and flexibility are likely to improve the
end results but come with a higher cost.
Multi-asset
Direct investing
The portfolio manager blends together a range
of direct investments across asset classes to
produce a diversified portfolio.
This can include direct equities and bonds with
investments in more alternative investments
usually held through a specialist fund or other
appropriate vehicle.

Multi-manager - fund-of-funds:
This approach aims to select a blend of the most
appropriate funds to achieve the investment
objective. This can be achieved by selecting
funds from a single fund group or by selecting
funds from right across the market to access the
required expertise in the desired asset class..

Multi-manager - manager of managers:
Instead of selecting funds, this approach chooses
managers to run specially created funds,
sometimes referred to as segregated mandates.
The fund manager is given instructions outlining
how the fund should be managed, sometimes
with a specific objective such as the risk level
or investment style. Should the manager
underperform or stray from these instructions,
the ‘manager-of-managers’ has the ability to
replace the manager of the mandate with
someone more suitable.

In addition, managers can combine one or more of these strategies to create a multi-asset solution with additional flexibility.
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Managing multi-asset portfolios
All types of multi-asset portfolios start with a template for an optimal mix of assets
that aims to deliver the desired returns – often called the strategic asset allocation.
Actively-managed
multi-asset portfolios
Although these types of funds are
actively managed, they can still use
passive products such as exchangetraded funds or index trackers, which
as the name suggests tracks a specific
equity or bond market index, such as
the FTSE 100 or S&P500. These
passive products may be used
alongside other active funds in order
to create a balanced portfolio.
The active management label refers to
the portfolio manager ‘actively’
monitoring and adjusting the portfolio
to try and deliver the best returns in
line with its investment objectives and
relevant risk profile, rather than the
assets it invests in.
There are also actively-managed
passive portfolios, where the strategy
only invests in passive products,
however the portfolio manager is still
‘actively’ monitoring the portfolio and
has the ability to make adjustments to
improve the mix of assets if needed.
Passively-managed
multi-asset portfolios
These types of multi-asset portfolios
also start with a template for an
optimal mix of assets that aims to
deliver the desired returns – often
called the strategic asset allocation.

However, a passively managed
portfolio only invests in passive
products, such as index trackers and
exchange-traded funds, and the
portfolio manager does not adjust the
portfolio on a regular basis.
Sometimes called a ‘set and forget’
option, these types of funds have a
fixed strategy, for example 60% in
equities and 40% in bonds, and the
investments are typically only
rebalanced to keep within
that template.
This means the charges for these
types of solutions tend to be lower,
however, investors should be
prepared to weather the volatility of
the markets, both the good and the
bad, as the portfolio manager would
not ‘actively’ change the portfolio to
reflect changes in the market.
Tactical asset allocation
The difference with actively managed
multi-asset strategies is that the
portfolio manager can adjust this
template to account for changes in the
market, or to the underlying funds, or
to take advantage of an investment
theme that they believe will deliver
better returns. This is often called
Tactical Asset Allocation, and it
essentially means the portfolio
manager makes shorter-term
adjustments to either protect the
portfolio or capture increased returns.

Risk appetite
As an investor the obvious risk
with financial markets is that your
investments go up and down and
might behave in ways you don’t
expect, particularly at times of
market uncertainty.

– These usually form a key part of
the portfolio’s investment
objectives and adherence to the
target is continuously
monitored.
The risk target, or level of
volatility, might also imply a
range of returns that investors
could reasonably expect to
achieve over a given time period.

However, for those investors
looking to take a specific level of
risk in order to meet their
– Risk-rated: There are several
objectives, some multi-asset
solutions offer a risk framework to external ratings agencies within
the industry who assess funds
help acheive these goals.
and then provide a risk-rating
Risk Targeted vs Risk Rated
against their own scale. The
Multi-asset portfolios can be riskrating is based on information
rated or risk-targeted, depending
available at the time of the
on their investment objectives
assessment and it could change
and how they are managed.
at a subsequent review. Unlike
risk-targeted funds,
– Risk targeted: These types of
the managers of risk-rated
portfolios are managed in such
funds have no obligation to
a way as to control the amount
keep to a given risk rating.
of risk that investors are
exposed to. Each portfolio has a
This is generally because they
risk target – usually measured in
will be trying to beat their own
terms of volatility - that acts as a
benchmark, such as the rate of
guide as to how much risk you
inflation or a peer group, which
may be exposed to.
might conflict with meeting a
specified risk-target.
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Why take a multi-asset approach?
Helping you to choose the right investments to build a diversified portfolio

In the UK alone, there are more
than 2,000 registered funds to
choose from, and there are
thousands of offshore funds
registered in places such as
Luxembourg and Ireland, available
to investors throughout the world.
New funds are constantly being
launched, making it difficult to keep
track of the available opportunities.
Meanwhile, the increasing interest in
responsible investing and ESG
issues in recent years has created a
greater focus on how best to
monitor and engage with funds and
their underlying investments. This
requires additional resources and
tools in order to keep up-to-date
with the latest developments and
undertake the necessary research.
A multi-asset portfolio offers a
solution to these challenges and
evolving investment themes.
The portfolio manager generally
has many years of experience in
navigating changing market
environments, combined with
the full resources of a wider
investment team to seek out the
best opportunities.

Benefits of choosing a multi-asset solution:
– Manager selection and
portfolio construction:
Building a portfolio and then
refining it and reshaping it over
the years takes time,
information and skill - all of
which can be found in a multiasset portfolio manager;

– Diversification: By spreading
the risks of your investments it
can help provide a smoother
investment journey. In addition,
an actively managed portfolio
can react to market events in a
more timely manner by
adjusting the overall balance of
the portfolio, instead of having
– Ongoing monitoring:
to immediately sell or buy
Fund managers need to be
investments in a knee-jerk
monitored to ensure they
reaction, as can be the case in a
remain suitable for the portfolio
fixed allocation portfolio;
and are delivering on their
objectives. Few private
– Tax efficiency: In actively
investors have the resources to
managed portfolios the
do this effectively, but a multimanager buys and sells funds to
asset portfolio uses the
achieve the overall objective. If
resources of a wider investment funds were bought and sold in
team to carry out these tasks;
this way by an individual investor
this could lead to potential
– Suitability: The use of riskcapital gains tax charges in
targeted or risk-rated funds
some types of investment
means you can choose a
structures. Whereas in a
portfolio that meets your
unitised multi-asset portfolio,
attitude to risk at each stage of
the gains remain inside the fund
your investment journey;
and so do not trigger an
immediate tax charge.
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Discussion points
This guide aims to provide
an introduction to
multi-asset investing, but
it also aims to provide
you with some potential
discussion points for you
to raise with your financial
adviser to better understand
the benefits and risks.

Discussion points:

How does a multi-asset portfolio fit
into my financial plan?
What level of risk is it targeting, how will
that work with my other investments?
How diversified is the portfolio?
Is it concentrated in a particular region or
asset class?
Does it have a particular investment style –
an active or passive management approach
for example, and what does that mean for the
portfolio?
What is the strength of the team?
Does it rely on just one person to make
the decisions?
Is there a robust research team?
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expertly designed
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Important information
The value of investments and the income from them may go down as well as up and investors may not
get back any of the amount originally invested. Because of this, an investor is not certain to make a profit
on an investment and may lose money. The performance data do not take account of the commissions
and costs incurred on the issue and redemption of shares. Exchange rate changes may cause the value of
overseas investments to rise or fall.
This communication is issued by Quilter Investors Limited (“Quilter Investors”), Senator House,
85 Queen Victoria Street, London, EC4V 4AB. Quilter Investors is registered in England and Wales
(number: 04227837) and is authorised and regulated by the Financial Conduct Authority (FRN: 208543).
This communication is for information purposes only. Nothing in this communication constitutes financial,
professional or investment advice or a personal recommendation. This communication should not be construed
as a solicitation or an offer to buy or sell any securities or related financial instruments in any jurisdiction.
No representation or warranty, either expressed or implied, is provided in relation to the accuracy, completeness
or reliability of the information contained herein, nor is it intended to be a complete statement or summary of the
securities, markets or developments referred to in the document.
Any opinions expressed in this document are subject to change without notice and may differ or be contrary
to opinions expressed by other business areas or companies within the same group as Quilter Investors as a result
of using different assumptions and criteria.
Quilter Investors is not licensed or regulated by the Monetary Authority of Singapore (“MAS”) in Singapore.
This document has not been reviewed by MAS.
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