
Many happy (portfolio) returns 

18 August represented a landmark day for our original five 
passive MPS portfolios, as they passed through their second 
anniversary. It also represented the half-year mark since 
the launch of our active portfolios, income portfolios and our 
higher-risk passive portfolio.

Over the last two years the FTSE All Share Index has increased 
by 20% (including dividends), whereas the Bloomberg Barclays 
Gilt Index fell by 3% over the same timeframe. Our portfolios 
aim to deliver increasing returns for a given amount of risk. 
Our lowest-risk MPS 1 portfolio has returned 5.15% (after 
accounting for our management fee), whereas our MPS 5 
portfolio has returned 17.45%, representing a range of returns 
lying between a 100% gilt portfolio and a 100% UK equity 
portfolio.

The million dollar question is, does this 
represent a good or bad return? 
The portfolios are designed to deliver the highest possible return 
for a given level of risk. 
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Source: Bloomberg, AJ Bell

The power of diversification can be observed, with all five 
portfolios delivering good returns for the level of risk compared 
to a portfolio of just gilts or equities. 

However, this still does not demonstrate how we have 
performed against peers. The Investment Association (IA) 
sectors represent groups of funds with similar characteristics. 
One way the IA groups multi-asset funds is by looking at the 
equity content in the portfolio, with the four main sectors being 
0-35% equity, 20-60% equity, 40-85% equity and flexible (i.e. 
anything else). Although the portfolios are not in these IA sectors 
(it is only for funds, not MPS), we can look at the equity content 
of our portfolios and compare our performance to that of the 
relevant peer group.

MPS 1 MPS 2 MPS 3 MPS 4 MPS 5
Equity 
Content 20% 39% 57% 70% 86%

Relevant IA 
Sector 0-35% 20-60% 20-60% 40-85% Flexible

Portfolio 
Return 5.15% 8.93% 12.73% 15.83% 17.45%

IA Sector 
Return 4.95% 9.41% 9.41% 15.49% 16.96%

Two-year return of portfolios compared to the relevant IA Sector.  
Source: Financial Express, AJ Bell 
*MPS returns exclude any transaction charges (currently £1 per 
trade) or platform charges (currently from 0.2% per annum) 

Performance looks good, with each portfolio outperforming the 
relevant peer group with the exception of MPS 2, which is at the 
lower end of the 20-60% equity content. This demonstrates not 
only our robust asset allocation process, but the power of lower 
management fees – we charge 0.15% + VAT for managing 
the portfolios, with the underlying management fees paid to 
third party managers ranging from 0.15% to 0.17% for the five 
original portfolios.

Another way to judge the return is to compare the actual returns 
of the portfolios to the expected returns we provide in the 
literature that can be found on www.investcentre.co.uk – within 
these forecasts we provide expected annual returns, alongside 
a ‘good year’ (the lowest level of return expected in the best 10 
years out of the next 100) and a ‘bad year’ (the highest level 
of return expected in the worst 10 years out of the next 100). 
The below graphic shows these forecasts with the realised 
annualised return of our five portfolios since launch. MPS 1 
sits just below the expected outcome, given the low level of 
gilt returns, whereas the other 4 portfolios sit somewhere in 
between the expected return and a ‘good year’. To steal the 
motto of a well-known fence-care brand, the portfolios are doing 
exactly as it says on the tin!
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Two-year return of portfolios compared to forecasted outcomes.  
Source: Bloomberg, AJ Bell
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It is still early days for our portfolios as they were only launched 
six months ago, however the initial signs are good – all the 
active portfolios have delivered positive returns; no mean feat 
as we see a return of some volatility in the markets. The three 
new passive portfolios have also performed well. It’s worth 
mentioning that the lower-risk income portfolio delivered a return 
of 6.76% over the last six months, and the higher-risk portfolio 
was up 8.60% – both ahead of our expectations of annual 
growth of 4% and 6% respectively.    
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This report provides general information about the AJ Bell Managed Portfolio Service. It should not be 
read or construed as investment advice. It is your responsibility to assess your client’s circumstances 
and make a personal recommendation that is suitable for their needs. 
 
The value of investments can go down as well as up and your client may not get back their original 
investment. 
 
Past performance is not a guide to future performance and some investments need to be held for the 
long term.


