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With a proliferation of MPS launches, IFAs need more support when it comes to assessing
their approved panel of providers. Importantly, this should come from an expert that is truly
independent.

Performance is often the primary factor IFAs consider when assessing MPS providers.
However, research suggests this approach may be flawed.
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MPS Balanced Portfolio Returns from 1st Jan
2018 - 31st Dec 2020, ranked 1-58

Source: Morningstar, 2024

Above shows ranks of balanced (i.e. in Morningstar's 40-60% equity allocation) MPS portfolio
returns for the two discrete 3-year periods: (1) 15t Jan 2018 — 31st Dec 2020; and (2) 1¢t Jan
2021 - 315t Dec 2023. Zooming in on the teal dot in the top left, this dot represents a balanced
MPS that ranked 15t for performance in the first discrete 3-year period to end of 2020, but
then the following 3-year period dropped to rank 54th (out of 58!).

Zooming back out, you can see at best there was no correlation between historical and
future performers — and at worst, a slight negative correlation. Buckingham Research has
repeated this process going back a further 3 years, as well as running it with 5-year periods
instead, and all have the same uncorrelated result.
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There are several reasons why performance of an MPS
can revert so emphatically. That is why understanding
their return drivers in greater depth is vital. Reasons FOR EXAMPLE
can be attributed to either asset allocation (SAA and

TAA) or fund selection, including (but not limited to): A RS e 2 gllolesll S epieR e

to equities may show optically high

“@ Concentrated exposure to certain factor(s). This returns relative to a broad peer

factor may have outperformed for a period, but the
MPS retained exposure as it started to underperform.

group due to its large US exposure.
However, this may have masked
value-detraction from TAA and fund

“@ Asset allocation at the edge of risk level range. In a selection  decisions. This is
risk level where equity exposure varies 20% (e.g. 40- important as the global approach
60% category), relative performance is largely driven will not always work in their favour.
by where they sit within this range. When it doesn't, underperformance

% Different approach to SAA. Different processes and could  be  compounded by
objectives will result in meaningfully different SAAs additional poor TAA and fund

and therefore return profiles. This could be at a high selection decisions.
asset class level, or more nuanced, such as the below.

Even portfolios classified within the same ‘balanced’ category can vary significantly in their
equity strategy. The chart below illustrates how different MPS providers allocate UK equities, i.e.
‘home bias’, which is the proportion of equity exposure allocated to the UK.
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The above issues that IFAs face is due to an ‘MPS asymmetric information gap’. Buckingham
Research has developed unique analysis to be able to bridge this gap for IFAs, from an
independent and expert perspective.

Analyses is collated into a thorough ‘MPS Analysis’ report, which follows the below 7 steps:

PORTFOLIO CONSTRUCTION & HOLDINGS ANALYSIS:

Comments on current portfolio holdings and construction
approach, identifying positive things but also areas that could
be worth questioning.

Equity style exposures.

Equity regional exposures.

Fixed income exposure (duration, sub asset class split).
Alternatives exposure.

PERFORMANCE ANALYSIS — PEER COMPARISON:

* Performance metrics relative to broader peer group.

* Performance metrics relative to a focused peer group
that is custom-built to be the most comparable. This is
focused on their ‘balanced’ equivalent portfolio.

TACTICAL ASSET ALLOCATION ANALYSIS:

Historical asset class allocations.

Historical equity regions allocations.

Historical fixed income sub asset class allocations.

This is based on our own custom classification of funds in line
with our asset class matrix to ensure standardisation and
ability to compare accurately.

This is focused on their ‘balanced’ equivalent portfolio.
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FUND SELECTION ANALYSIS (EQUITY & FIXED INCOME):

* A methodology Buckingham Research created that allows you
to see the value added/detracted by fund selection.

* ‘Long Term View' looks at the journey of this value
addition/detraction through history.

* 'Short Term View' focuses in on detailed performance

attribution over a more recent time period.

This is focused on their ‘balanced’ equivalent portfolio.

FUND SELECTION ANALYSIS (ALTERNATIVES):

* Analysis of current Alternatives fund holdings, with a view on
the value they are adding to the portfolio from a return
and/or diversification perspective.

+ Alternatives are split out from Equity and Fixed Income above

due to a lack of comparable benchmarks in the asset class.

COST ANALYSIS:

* Current portfolio costs broken down and compared
against the custom-built, focused peer group used for
step (2).

* Historical view of costs.

RISK MANAGEMENT:

* Any comments | think are worthwhile highlighting (e.g.
rebalancing approach).
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Buckingham Research has developed an ongoing service to give you greater insight into
your MPS providers. After onboarding, the client journey can be outlined in two stages.

Initial

e Ongoing

‘MPS Analysis Report’

INITIAL

% Meeting 1: Discussionof =+ | || =
your MPS providers and Reseanci OO
objectives.

vvvvvvvvvvvv

% Comprehensive Report: | | 77| o
Analysisonselected | || = '
providers.

“@ Meeting 2: Review finding
and address any questions.

ONGOING

‘Prep Pack’

Webinar “@ Quarterly ‘Prep Pack’
Webinar and Report:
Prepares you for upcoming
meetings with providers.

_.

Quarter End Quarterly Updates

with MPS . .
Providers “@ Ad-Hoc Queries: Ongoing

support for specific MPS
concerns.

“@ Biannual Review Meetings:
Review and catch up.
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How to Get Started

For a confidential discussion on how our analysis can support your MPS
decision-making, contact:

sam@buckingham-research.com

07449 990 204

D www.buckingham-research.com

Ensure your MPS panel is robust, transparent and optimally
structured for your clients.

Disclaimers:

This document is intended solely for professional financial advisers and regulated investment professionals. It is
not intended for retail investors or the general public. The content of this document is for informational
purposes only and does not constitute investment advice, a recommendation, or an offer to buy or sell any
financial product. You should conduct your own due diligence before making investment decisions. The
analysis and data presented are derived from sources believed to be reliable, including Morningstar (2024).
However, no guarantee is made regarding their accuracy, completeness, or timeliness. Past performance is not
a reliable indicator of future results. Investment returns are not guaranteed, and market conditions may impact
future performance. You should consider all risk factors before making investment recommendations. This
report is produced independently and is not affiliated with, endorsed by, or influenced by any MPS provider.
The findings represent an impartial view based on data analysis. Buckingham Research & Consultancy Ltd.
accepts no liability for any direct or indirect loss arising from the use of this document. Any decisions made
based on this analysis are at the reader’s discretion. Buckingham Research & Consultancy Ltd. is not providing
regulated investment advice under the Financial Services and Markets Act 2000 (FSMA). You should ensure
compliance with FCA regulations when using this analysis in their advisory services.
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