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A systematic approach to investing

Systematic
sys-tem-at-ic

‘according to an agreed set of methods or organized plan’

We often refer to the way we invest as being a systematic approach. By this, we simply mean that we follow
a disciplined, rules-based, unemotional process. Markets move up and down all the time, and it can be
tempting to try to react to every headline or short-term change. Yet history shows that repeatedly guessing
what markets or individual companies will do next is extremely difficult, even for professionals.

Figure 1: Fund managers are poor at beating the market

97% of all US Equity funds
failed to provide investors
with market-beating returns
(on a risk-adjusted basis)
over 20 years

Only 3% managed
to keep  their
promise!
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Data source: SPIVA® U.S. Mid-Year 2025. ‘All Domestic Funds’.
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Our approach starts with building portfolios around long-term targets for different types of investments. These
targets are set carefully to capture the broad returns that share (stock) and fixed interest contract (bond)
markets are expected to deliver over time, in exchange for taking on market risk. What we don’t do is try to
second-guess short-term market moves or chase whatever is currently in the news. That may feel sensible,
but the evidence suggests that very few people can do it successfully and consistently.

As markets move, the mix of investments in your portfolio will naturally drift from its original plan. We manage
this by rebalancing — bringing the portfolio back to its intended structure at regular intervals. This involves
selling what has done well and buying more of what has done poorly. This keeps risk at the right level and
helps you stay aligned with your long-term goals, even though this can feel counterintuitive.

A key part of a systematic approach is choosing funds that are highly diversified, transparent and low cost.
They are designed to capture broad market exposure rather than relying on a “star” fund manager picking a
small number of companies. For example, if we want to access the potential for higher long-term returns from
smaller companies, we will use funds that hold a wide range of small-cap shares, rather than a manager’s
small selection of favourites. In a systematic strategy, returns come mainly from markets themselves - not
from fund-manager skill.

Finally, a key part of delivering this evidence-based, systematic approach is the firm’s ongoing governance
process. This governance is a disciplined, structured framework that continually tests whether our long-term
philosophy, asset allocations, and chosen funds still stack up against the latest academic research and
product developments. By embedding this systematic discipline into a regular governance cycle, the
Investment Committee ensures that every decision — or decision not to act, which is often the case — is
intentional, considered, and aligned with giving clients the highest probability of a successful investment
experience.
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Figure 2: Build a sensible, repeatable approach

Review academic
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» Nobel prize-winning » Confidence in + Diversified » Portfolio oversight
- Robust analysis markets » Low cost - Challenge approach
- Deep insight - Seek market returns - Rebalanced - Review new evidence
- Logic - Risk = return - Sustainability focus - Change if necessary
- Rationale - Be patient - Administered safely » Independent input

- Be disciplined - Tax efficient

Repeat, investing is not
a ‘set and forget’
process!

Source: Albion Strategic Consulting

We consider the opposite approach to systematic investing to be a judgmental approach. This requires
casting judgment on direction and timing of stock and fixed interest contract markets. It is clear, from the
evidence, that few possess any ability to do so successfully and consistently through time. Sound process
ensures an unbiased approach and that judgment does not creep into the investment solution.

Our systematic investment methodology is incorporated throughout each stage of the investment process,
encompassing portfolio construction, Ongoing Planning Meetings, and the selection of funds we recommend
to you. It reduces the role of emotion, it avoids the temptation to ‘do something’ every time markets wobble,
and it helps prevent the common mistakes investors make when reacting to short-term noise.

Ultimately, a systematic approach to investing focuses on giving you the best chance of achieving your
long-term goals.

Other notes and risk warnings

Risk warnings

This is a purely educational document to discuss some general investment related issues. It does not in any
way constitute investment advice or arranging investments. It is for information purposes only; any
information contained within them is the opinion of the authors, which can change without notice. Past
financial performance has no guarantee of future results.

Where specific products are referred to in this document, it is solely to provide educational insight into the
topic being discussed. Any analysis undertaken does not represent due diligence on, or recommendation of
any product under any circumstances and should not be construed as such.

Past performance is not indicative of future results, and no representation is made that the stated
results will be replicated. Portfolio performance data are for illustrative, educational purposes only
and do not represent live client portfolios.

Errors and omissions excepted.
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