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In this document we will explain the investment principles of Brand New Day PPI. These principles form the foundation of our 

investment policy and determine the investment universe in which we invest the pension contributions.

Prudent investing
Our investment policy is designed to be in agreement with the prudent person principle. Among other things, this principle 

states that there must be an optimal balance between risk and returns. Another basic premise is that the investment policy 

must provide security. An important concept underlying the prudent person principle is life-cycle investment. With life-cycles, 

we gradually reduce the investment risks as the retirement date approaches. We also believe that a well-diversified investment 

portfolio which consists of liquid investment vehicles is a prerequisite for prudent investing.

Stocks and bonds
We believe that a portfolio with globally diversified stocks on the one hand and investment grade bonds on the other will in 

practice be the most efficient portfolio regarding the relationship between risk and returns. We do not support the theory that 

adding alternative investment categories (e.g. high-yield, emerging market debt and commodities) leads to a more efficient 

portfolio. The discrepancies between theory and practice are in the dynamics of correlations among categories – especially 

during times of distress. Investment grade bonds offer the most robust and dependable diversification in combination with 

stocks.

Alternative investment categories have higher expected returns than investment grade bonds, but Brand New Day PPI  

considers the expected return premium to be insufficient to compensate for the additional risk. In times of distress these  

alternatives behave like stocks, but have lower expected returns than stocks. That means it’s more efficient to increase port-

folio returns by including more stocks than it is to allocate a larger portion to alternatives. As a result, the investment universe 

of Brand New Day PPI consists of the main categories stocks and investment grade bonds. These categories together make 

up around 95% of the total worldwide investments (‘global market portfolio’):
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Passive management
Furthermore, we believe passive index investments offers higher expected returns at a lower risk in comparison with active 

investment. The markets have become so efficient, that in the long term it proves difficult to achieve higher returns than the 

market average. Moreover, we believe that active investment (actively managed exposure to the various asset classes in a 

portfolio) will in the long run lead to increased risk and lower returns, most notably as a result of timing risk and additional fees 

for active management.

Worldwide investing
We also believe in investing in worldwide market capitalisation. We see this as the ideal portfolio, since it reflects the expected 

returns, risks, and correlations of all market participants combined.

Sustainable investing
Our key investment principle is investing according to the prudent person principle, striving for an optimal balance between 

risk and returns. Provided that it doesn’t interfere with the relationship between risk and returns, we are keen supporters of 

sustainable investments, which takes into account the environmental, social, and corporate governance factors (ESG). We 

believe that active share ownership can have a positive influence on company policies. In addition, we strive to exclude stocks 

from companies or bonds from issuers who perform poorly on ESG criteria as much as we can. Sustainable investing can 

influence the cost of the investments and subsequent returns on the pension contributions. 

Sustainable investing can also influence diversification and subsequently the investment risk, if certain investments are  

excluded. For some, the importance of sustainable investing outweighs the possible downsides with regards to risk and return. 

Since sustainable investing is of varying importance and meaning to each (pension) investor, we want to offer our clients the 

choice for a fully sustainable portfolio.

Risk management
We believe in a structured approach to risk management. Since we invest on behalf and for the risk of our participants, 

we tailor the lifecycles to their risk appetite. At least every three years we review our investment principles and identify the 

risk attitude of participants through a survey. Furthermore we conduct an extensive ALM study to construct an appropriate  

investment policy and investment plan. The risks, risk measurement methods and limits for the various investment categories 

are an integrated part of the investment plan. 

Want to know more?
You can find more information about how we invest the pension contributions for our clients in our investment policy.
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https://new.brandnewday.nl/uploads/2018/10/Investmentpolicy-BrandNewDay-Grouppension.pdf

