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Our fund selection process 

As you will know, we believe that asset allocation is the most important factor in determining 
the future returns from any given investment portfolio. 
 
We also believe that carefully managing the mix of assets in a client’s investment portfolio is an 
important part of how we add value to the client’s overall financial planning in the long term. 
 
Therefore, at initial advice and regular review meetings with clients, we place particular  
emphasis on comparing the current asset allocation of an investment with our recommended 
benchmark allocation for that investment.  



When it comes to individual fund research and 
selection, we hold the following beliefs: 
 
1.  The choice of individual funds will not have 

as significant an impact on future  
investment returns as the asset allocation. 

 
2.  It is impossible for us to consistently select 

those funds that will be the best performing 
funds in the future. 

 
3.  Managed funds that invest in a selection of  

different assets and vary their asset mix 
without reference to us, reduce the  
effectiveness of our control and  
management of the asset allocation within 
a client’s portfolio. Therefore, we tend to 
avoid investing in such funds unless they 
are specifically selected by the client or we 
decide that a mixed asset product or fund 
is most suitable. 

 
4.  Multi-manager funds tend to charge clients 

more without any firm evidence that they 
produce superior returns. Therefore, we 
tend not to recommend such funds unless 
specifically requested by a client. 
 

5.  Actively managed funds, which aim to  
generate better returns than their  
benchmark Index by genuinely looking to 
diversify their portfolio away from the  
Index, offer the potential to provide better 
returns than passively managed funds, 
such as index trackers or exchange traded 
funds, which aim to track their benchmark.  
 

6.  However, in the more efficient, developed  
markets such as the UK and US, where 
information is so readily available, it can be 
more difficult for an actively managed fund 
to ‘steal a march’ on other actively  
managed funds and on passively managed 
funds, which simply aim to track an index. 
Therefore, we believe passively managed 
funds can play an important role in portfolio 
construction.  

 
As with every step in our advice process, we 
treat the research and selection of funds with 
great care and attention. This newsletter  
explains our approach to fund research and 
how we select and review individual funds. 
 
 

Fund research  
 
We believe that our specialism is in helping our 
clients feel happy about their investments and 
comfortable that these are set up in such a way 
as to ensure that they can achieve their future 
aims and aspirations. 
 
We are not fund researchers or analysts. 
 
Therefore, we rely to a large degree on the views 
and opinions of people who specialise in  
researching and analysing the performance of the 
galaxy of individual funds and fund managers. 
 
Fund Research Consultants 
 
Our chosen fund research consultants are 
Rayner Spencer Mills (RSM), who we trust to 
identify the funds which have the best potential 
for providing above average returns in the future. 
 
RSM adopt a robust approach to rating mutual 
funds and apply both quantitative and qualitative 
measures to the whole universe of unit trusts and 
open-ended investment companies (OEICs) 
across the main, single asset class sectors  
categorised by the Investment Association (IA). 
 
The quantitative measures focus on past  
performance and risk, with a number of measures 
used in each area to provide a comprehensive 
picture. The qualitative assessment of any fund is 
there to provide some idea of how the fund will 
perform in the future and this view is gained 
through face to face meetings with fund  
managers and is a key part of RSM’s  
methodology. 
 
The Breed Elliott ‘Rated Fund List’ 
 
This ‘list’ consists of approximately 300 funds, all 
of which are single asset collective investment 
funds which are ‘rated’ by RSM. We only  
recommend funds from this list when constructing 
a client’s portfolio.  
 
However, within our Rated Fund List, we have 
carried out some further refinement to arrive at 
our ‘Best of Breed’ portfolio of funds. 



The ‘Best of Breed’ fund portfolio 
 
We believe that it makes good sense for the 
partners in Breed Elliott to recommend the 
same portfolio of funds to all of our clients. In 
this way, we can focus our attention on a  
single portfolio of funds, ensuring that 4 brains 
are concentrated on regularly analysing the 
performance of the portfolio and the individual 
funds.  
 
We believe that this is the best way of  
maximising potential returns for our clients  
going forward. 
 
There may be occasions where an individual 
client wishes to invest in a fund which is not 
included in the Best of Breed portfolio or 
where an individual fund is not offered by an 
existing investment portfolio provider. 
 
In this event, we would refer to our Rated 
Fund List to choose an alternative fund to suit 
our client’s needs.  
  
Our initial advice process 
 
Once we have a good understanding of our 
client’s investment objectives, we can agree 
the likely time horizon for each investment. We 
then complete a Breed Elliott Attitude to Risk 
Questionnaire in order to understand our  
client’s risk profile. 
 
We are then able to recommend a suitable 
benchmark asset allocation for each  
investment solution. 
 
Once the asset allocation benchmark has 
been agreed, the planner will recommend the 
Best of Breed portfolio of funds and  
recommend allocating the client’s investment 
across the individual funds to arrive at the 
benchmark. 
 
Details of the portfolio of funds will be  
recorded in a Report, which sets out how the  
recommended plan will be implemented,  
including details of the specific product  
providers, the investment solution(s) and the 
‘Best of Breed’ portfolio of funds. 
 
 

We will include Key Investor Information  
Documents for each of the individual funds held 
in the portfolio within this report. 
 
Our review process 
 
At our regular reviews with clients, we will review 
their future objectives and check that their overall 
financial plan remains on track to achieve those 
objectives. 
 
We will confirm their risk profile and check  
whether the recommended benchmark is still  
suitable for our client’s objectives. We will then 
‘rebalance’ the asset allocation within the portfolio 
into line with the agreed benchmark. 
 
 
We will then review the performance of the  
individual funds within the portfolio. We use a 
simple traffic light system to indicate to a client 
whether we still highly rate the fund (green), 
whether we have concerns about the fund but still 
recommend it in our Best of Breed portfolio 
(amber), or whether the fund no longer features 
in our Best of Breed portfolio and we recommend 
a switch (red). 

 
We will provide clients with Key Investor  
Information Documents for any new funds which 
we recommend they include in their portfolio. 

 
This process is used for every client by every 
Breed Elliott planner.  
 
Reviewing our approach to fund research 
 
We are continually monitoring and reviewing the 
funds held in our Best of Breed portfolio and 
those funds which are challenging for a place in 
the portfolio. Our partners discuss our fund  
selection at a weekly meeting. 
 
We also hold a Conference every four months at 
which we will review all aspects of our approach 
to fund research, continually seeking ways to  
improve what we do.  
 



If you have received this email in error, please contact us on the email below with your correct details or removal request  
neilmiller@breedelliott.com 
 
The information contained in and transmitted with this email is confidential and/or privileged and intended only for the person 
to whom it is addressed. Any unauthorised use, retransmission, dissemination or action undertaken based on this information 
by persons, or entities other than the intended recipient, is strictly prohibited. 
 
The information contained in this newsletter is for information purposes only and does not constitute advice, if you don't  

understand any of its contents we recommend you seek Independent Financial Advice. 
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Market 
  

  
Value at start 

of 2020 
  

  
Current 

situation 

  
Comments 

  
  
Interest Rates 
(BOE base rate) 
  
  

  
  

0.75% 
  

  
  

0.1% at 
28/02/21 

  
  
The official bank rate is 0.1%. 

  
  
House Prices 
(Nationwide) 
  
  
  

  
  

House prices 
increased by 
7.3% in 2020 

  
  

House prices up 
by 0.3% 

at 28/02/21 

  
  
Annual house price growth up 6.9%. 

  
  
UK Share Prices 
(FTSE 100) 
  
  
  

  
  

7542.40 

  
  

6483.43 
at the close on 

26/02/21 

  
 
The FTSE 100 rose by 75.67 points in 
February. 
  


