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OUR GUIDE TO DEFAULT INVESTMENT
Automatic enrolment will result in an estimated 5-8 million people newly saving or saving more into 
workplace pensions1. Most of them will be new to the world of investment, but a lack of investment 
experience shouldn’t be a barrier to joining a company pension. So it’s a fundamental principle of  
the automatic enrolment legislation that schemes must provide a default investment option.

Over the last few years we’ve seen a raft of guidance 
on designing investment solutions for DC pensions. 
Most recently the Department for Work and Pensions 
(DWP) has issued specific guidelines for designing 
and governing an appropriate default for automatic 
enrolment schemes. This guidance focuses heavily on 
the employers responsibilities for selecting, designing 
and reviewing their default, responsibilities which can 
be delegated to an adviser or provider.

HOW WE CAN HELP
Our investment solutions have been designed with 
corporate pensions in mind. So, if you prefer to 
delegate some or all of the investment responsibilities 
highlighted by the DWP to us, you can choose from 
our range of off-the-shelf options. Alternatively we 
can give you the building blocks to create your own 
bespoke default. Whichever option you choose we can 
help you meet many of the best practice guidelines laid 

out for defaults and, most importantly, help you deliver 
a good outcome for scheme members. It is important 
to remember that the value of your investment can go 
down as well as up and you might not get back the 
value of your original investment.

• Our off-the-shelf options meet all the DWP’s 
criteria for a default option.

• We can take on some or all of the investment 
responsibilities highlighted by the DWP depending 
on which option you choose.

• You can use our scheme risk profiling tool to help 
you select a suitable default or you can use our system 
functionality to build your own, bespoke default at no 
extra charge.

• If you decide to change the default we will apply the 
change to all members in the default, not just new 
joiners.

1 Source: Department for Work and Pensions - Pensions Act 2011 – Impacts - Annex B: Workplace Pension 
Reform. https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/181463/pensions-bill-
2011-ia-annexb.pdf
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https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/181463/pensions-bill-2011-ia-annexb.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/181463/pensions-bill-2011-ia-annexb.pdf
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OUR DEFAULT OPTIONS
The DWP’s guidance on how to design and govern an 
appropriate default for automatic enrolment schemes 
highlights a number of areas for consideration2. These  
are shown in detail overleaf but to help you see how  
your default measures up we’ve summarised the  
guidance as follows:

• Default Design – guidance around how a default 
should be named, structured, priced, reviewed and 
communicated.

• Default Suitability – guidance on employers 
responsibilities for selecting a suitable default and 
making sure it stays suitable for their scheme.

Our range of default options are shown and have been 
categorised depending on who is taking responsibility for 
default design and suitability. These responsibilities can be 
delegated to us or your adviser if you prefer. If you prefer 
to have no involvement in the investment decisions the 
default that will apply in the absence of any other choice  
is the Balanced Lifestyle Strategy (Pension & Cash).

For full details of our investment options please visit our 
website royallondon.com/pensioninvestments

Responsibility for 
default suitability

Responsibility for 
default design

Default options

Royal London  
Selected

Royal London Royal London Targets 75% index linked gilts, 25% cash at retirement:
• Balanced Lifestyle Strategy (Pension & Cash)3

• Balanced Tracker Lifestyle Strategy (Pension & Cash)

Targets 100% cash at retirement:
• Balanced Lifestyle Strategy
• Balanced Tracker Lifestyle Strategy

Royal London  
Designed

Adviser / Employer Royal London • Risk graded Fixed Lifestyle Strategies
• Risk graded Tracker Fixed Lifestyle Strategies
• All Governed Flexible Lifestyle options including bespoke branding, 

bespoke lifestyle route and choice of at retirement targets4

Royal London  
Supported

Adviser / Employer Adviser / Employer • Risk graded Fixed Lifestyle Strategies
• Risk graded Tracker Fixed Lifestyle Strategies
• All Governed Flexible Lifestyle options including bespoke branding, 

bespoke lifestyle route and choice of at retirement targets4

• Build your own custom lifestyle including your asset allocation, fund 
selection and lifestyle switch points4.

Royal London 
Selected

Royal London 
Designed

2 DWP Guidance Source: Department for Work and Pensions Guidance for offering a default option for defined 
contribution automatic enrolment pension schemes. https://www.gov.uk/government/uploads/system/uploads/
attachment_data/file/174989/def-opt-guid.pdf.pdf

3  Balanced Lifestyle Strategy (Pension & Cash) is the default which will apply in the absence of any other choice.

4  Default investment strategies may only use our internal funds and BlackRock Aquila funds to ensure that fund TERs 
will not cause the scheme to breach a charge cap.

Royal London 
Supported

royallondon.com/pensioninvestments
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/174989/def-opt-guid.pdf.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/174989/def-opt-guid.pdf.pdf
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HOW OUR INVESTMENT OPTIONS CAN HELP
Default Design

DWP Guidance – Core areas Royal London Selected Royal London Designed Royal London Supported

An appropriate  
default should:

Each default option meets all 
the criteria

Each default option meets all 
the criteria

We can help you meet  
the criteria

• Be appropriately named – 
should accurately reflect the 
objective and risk profile and 
should not be misleading.

• Default names clearly state 
the risk profile that each is 
appropriate for.

• Default names are not 
misleading.

• Our default criteria can help 
you design a default which 
meets the DWP’s guidelines 
and it can be made available 
on our system at no extra cost.• Take into account the retirement 

profile of members by reducing 
in risk as each member 
approaches retirement.

• Each default option 
automatically reduces in risk 
15 years before retirement.

• Each default option 
automatically reduces in risk 
15 years before retirement.

• Use an appropriate and 
diversified asset allocation 
to manage risk in the best 
interests of members.

• Each invests in a mix of assets 
designed to deliver the best 
potential returns for its stated 
risk profile.

• Each invests in a mix of assets 
designed to deliver the best 
potential returns for its stated 
risk profile.

• Be affordable – charges should 
not be excessive in relation to 
the services being provided.

• No additional TER. • No additional TER. • We offer a wide range of funds 
with no additional TER.

• Include review of the design 
and performance of the 
default every three years and 
when certain events occur. 
If the default is found to 
be unsuitable all necessary 
changes should be made.

• Include regular review of the 
performance of funds within the 
default throughout the year.

• Our Investment Advisory 
Committee (IAC) reviews the 
design of each default option 
every quarter and any changes 
are automatically passed on to 
all members. 

• The IAC review the 
performance of each default 
option and all our funds every 
quarter.

• Our Investment Advisory 
Committee (IAC) reviews the 
design of each default option 
every quarter and any changes 
are automatically passed on to 
all members 

• The IAC review the 
performance of each default 
option and all our funds every 
quarter.

• The IAC review the 
performance of all our funds 
every quarter.

• We will send you a reminder 
when a design review is due.

• If you decide to change the 
default following a review we 
will move all default members 
into the new default, not just 
new joiners.

• Communicate information 
about the default to members 
on enrolment into the scheme.

• Information on the default is 
provided to members before 
joining the scheme.

• Information on the default is 
provided to members before 
joining the scheme.

• Information on the default is 
provided to members before 
joining the scheme.

• Provide and signpost additional 
information on the design and 
objective of the default.

• Factsheets for each default 
option are available online.

• Factsheets for each default 
option are available online.

• We’ll create factsheets for any 
bespoke default and make 
these available online.

• Communicate information on 
managing risk as the member 
nears retirement.

• Factsheets include details of 
how members are switched 
into lower risk investments as 
they approach retirement.

• Factsheets include details of 
how members are switched 
into lower risk investments as 
they approach retirement.

• We’ll create factsheets 
which include details of how 
members are switched into 
lower risk investments as they 
approach retirement.

• Communicate information 
on the conclusions of design 
reviews and any actions taken.

• Any actions taken as a result 
of a review are shown on the 
factsheet.

•  Full minutes of our IAC meetings 
are published on our website.

• Any actions taken as a result 
of a review are shown on the 
factsheet. 

• Full minutes of our IAC 
meetings are published on our 
website.

• Any actions taken as a result 
of a review are shown on the 
factsheet.
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DWP Guidance – Core areas Royal London Selected Royal London Designed Royal London Supported

Employers are responsible for: We can take on all suitability 
responsibilities

The adviser / employer are 
responsible for suitability

The adviser / employer are 
responsible for suitability

• Selection of the most suitable 
default option for the 
membership of the scheme.

• The default options available 
are equally suitable for a 
scheme when no risk profile 
assessment is completed and 
no default advice is given.

• Our scheme risk profiling 
tool can help you select a 
suitable default from our range 
of options.

• You or your adviser need to 
decide on a suitable default  
for the scheme.

• Review suitability of the 
default option for the 
membership every three years 
and when events occur which 
may have an effect on its 
appropriateness. If the default 
is found to be unsuitable all 
necessary changes should be 
made.

• The IAC governance process 
makes sure that each default 
option remains suitable for 
its stated risk profile and 
objective and any changes are 
automatically passed on to all 
members.

• The IAC governance process 
makes sure that each default 
option remains suitable for 
its stated risk profile and 
objective and any changes are 
automatically passed on to all 
members. You, or your adviser, 
are responsible for ensuring 
the default continues to be 
suitable for the scheme.

• If you decide to change the 
default strategy following 
a review we will move all 
default members into the new 
strategy, not just new joiners.

• If you decide to change the 
default following a review we 
will move all default members 
into the new default, not just 
new joiners.

• Disclose the overall charges 
and their effect on member 
outcomes. 

• Our member illustrations 
clearly show both investment 
and adviser charges and the 
impact of these on member 
outcomes.

• Our member illustrations 
clearly show both investment 
and adviser charges and the 
impact of these on member 
outcomes.

• Our member illustrations 
clearly show both investment 
and adviser charges and the 
impact of these on member 
outcomes.

• Make information on the roles 
and responsibilities of decision 
makers available to members.

• Information on the roles and 
responsibilities of decision 
makers is available on request.

• Once you confirm roles and 
responsibilities of decision 
makers we will make this 
available on request.

• Once you confirm roles and 
responsibilities of decision 
makers we will make this 
available on request.

• Communicate information on 
the conclusions of suitability 
reviews and any actions taken.

• Any actions taken as a result 
of a review are shown on the 
factsheet. 

• Full minutes of our IAC 
meetings are published on our 
website.

• We will send you a reminder 
when a suitability review is 
due.

• Any actions taken as a result 
of a review are shown on the 
factsheet. 

• We will send you a reminder 
when a suitability review is 
due.

Default Suitability



MORE THAN JUST AN INVESTMENT 
SOLUTION
As well as a flexible range of investment options, we give 
you the tools you’ll need to design, implement and run a 
pension scheme that satisfies the employer duties, now and 
in the future.

Simple
data upload

Implement 
changes

Review 
current 
scheme

Gather 
client data

Assess
workforce

Design
solution

Model
di�erent
options

Guided
processes

Keeping
records

Ongoing
governance

Communication
material

Detailed 
scheme design

Engage 
workforce

Create
project
plan

Design
The first step is to find the right design 
for your automatic enrolment scheme. 
We’ll work with you and your adviser 
to review your existing pension scheme 
and assess your workforce to determine 
the duties you’ll have and the changes 
you’ll need to make. You can also 
model the impact of different options 
on your business and design a solution 
tailored to your business needs.

Implement
Our implementation experts will work 
with you and your adviser to agree the 
detailed rules that determine how the 
scheme will run day to day. They’ll use 
their expertise to manage the changes 
and ensure the scheme is set up 
effectively.

Run
Once the scheme is up and running 
our online service will guide you 
through all the processes you need to 
carry out, helping you stay on track. 
We’ll provide the communication 
material you’ll need and store all the 
information required to satisfy your 
record keeping requirements. We’ll 
also provide all the management 
information your adviser will need 
to offer you the ongoing governance 
support you’ll require.

HOW WE CAN HELP
As you can see there is a lot for employers to consider 
when assessing their workforce for automatic enrolment 
and selecting a suitable default fund.

We’re pension experts and we want to work with advisers 
to help employers prepare for automatic enrolment and the 
employer duties.

To find out more speak to your usual Royal London 
contact or visit the automatic enrolment area of  
our website:

Advisers – adviser.royallondon.com/autoenrolment
Employers – employer.royallondon.com/autoenrolment
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Royal London
1 Thistle Street, Edinburgh EH2 1DG

royallondon.com

All literature about products that carry the Royal London brand is available in large print  
format on request to the Marketing Department at Royal London, St Andrew House,  

1 Thistle Street, Edinburgh EH2 1DG.  
All of our printed products are produced on stock which is from FSC® certified forests.

The Royal London Mutual Insurance Society Limited is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority 
and the Prudential Regulation Authority. The firm is on the Financial Services Register, registration number 117672. It provides life assurance and pensions. 

Registered in England and Wales number 99064. Registered office: 55 Gracechurch Street, London, EC3V 0RL. Royal London Marketing Limited is 
authorised and regulated by the Financial Conduct Authority and introduces Royal London’s customers to other insurance companies. The firm is on the 

Financial Services Register, registration number 302391. Registered in England and Wales number 4414137. Registered office: 55 Gracechurch Street, 
London, EC3V 0RL. Royal London Corporate Pension Services Limited is authorised and regulated by the Financial Conduct Authority and provides pension 

services. The firm is on the Financial Services Register, registration number 460304. Registered in England and Wales number 5817049.  
Registered office: 55 Gracechurch Street, London, EC3V 0RL.

adviser.royallondon.com/autoenrolment
employer.royallondon.com/autoenrolment
https://www.royallondon.com

