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This guide is for current members of the Defined Contribution 2010 
Pension Plan and BP UK employees who are considering joining the 
Plan. Whether you’re a new employee or an existing member of the 
Plan, this guide aims to help you:
n learn more about investments
n  understand the choices you can make and the funds available
n make the right choice for you

The money that’s paid into your plan is invested into investment 
funds. You choose where to invest your money based on your own 
circumstances, and on your attitude to risk. You can choose to put all 
your pension money into one fund, or spread it between different funds.

You can choose the funds you’d like your money to be invested in. 
When you join BP, you can confirm your selection, by going to the 
your benefits, your way website. BP will tell you when and how you 
can do this. Once your plan has been set up, you can change your 
fund selections at any time by contacting AEGON.



Investing contributions

04

Types of investment

05

Your attitude to investment risk

06

The Plan fund range

07

Lifestyle fund

08

Self-select funds

10

We look after the funds

11

Selecting your fund

11



04

Helping you understand investments
If you’re not used to investing, don’t worry — we’re here to 
help you understand what it’s all about. By learning more 
about how investments work, you’ll feel more confident  
about choosing the fund(s) that’s right for you to invest in.

The information in this booklet will help you make your 
investment choices.

What is an investment fund?
An investment fund is a pool of money which is professionally 
managed to achieve the best possible return for investors. 
When money is paid in the manager uses it to buy assets  
(see page 5). By combining your pension contributions with 
the contributions of other members of your pension plan,  
you can spread you contributions between a wider range  
of investments than if you were investing alone. This is  
called ‘diversification’ and could help to lower the risk  
of your investment.

Helping you make the right decision
Investing for retirement is a long-term investment and therefore 
something that requires a long-term view. In saving for your 
retirement there are a number of points you need to consider:
n   Am I saving enough? (see the ‘Start contributing now’ section 

of the Joining the pension plan booklet for more details)
n  Does my fund provide protection against inflation?  

(see page 5)
n  Am I comfortable with the volatility in the value of my fund 

during my working life? The funds that are available have 
differing risk profiles and associated with this will  
be different levels of volatility and return (see page 6)

Choosing and reviewing your investment fund(s)
You choose where to invest your pension contributions when 
you join the Plan. You can make your investment selection 
on the your benefits, your way website during the initial 
enrolment period.

If you’re already in the Plan then you should regularly review 
your selections, both for your accumulated fund and for your 
ongoing contributions, to make sure they’re still right for you.

As your circumstances change, you may want to change  
your fund choice (known as switching). You can change  
your investment fund for:
n all or part of your existing fund value
n future contributions, or
n both of the above

You can do this at any time, free of charge, up to a maximum 
of 20 times a year.

If you want to switch funds, you can do it through our online 
services at http://pension.aegon.co.uk/bp or by contacting 
us direct using the contact information shown at the back of 
this booklet.

Before you make decisions on where to invest,  
you may choose to seek professional financial help.

Charges
We charge for managing your plan and investments. We take 
these charges through deductions from your plan each month.

The Plan has a charge of £2.25 a month, which is deducted 
from your plan value, plus an effective annual management 
charge (AMC) of 0.11% of your fund value. This is made up from 
a gross AMC of 0.22% which is built into the unit price of each 
investment fund, less an active member discount of 0.11% while 
regular contributions are being paid into your plan. An amount 
equal to the discount is credited to your plan every month.

Even if you leave BP but continue to pay a regular contribution 
(of at least £20 a month), the effective AMC will remain at 0.11%, 
but if you stop making regular contributions to your plan, the 
discount will be removed and your AMC will increase to 0.22%.

On the tenth anniversary of the Plan, the discount will become 
permanent, even if contributions stop being paid in the future.

Investing contributions 
When you join the Defined Contribution 2010 Pension Plan, you choose 
where to invest your money from a range of funds. But remember,  
you can change your investment choice at any time in the future.

Once you’ve finished reading this guide, you should be ready to make your 
decision. It’s important that you make a choice that you’re comfortable with.  
So, if you’re not sure which fund or funds to choose, you should consider 
getting professional financial advice. You may have to pay for this advice.
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Types of investment
The funds you can choose from are invested in three different 
types of investment (also known as asset classes). These are:

n cash
n bonds
n equities

Cash is generally considered the least risky of the main asset 
classes. When we talk about ‘cash’ we mean money that’s 
invested in banks, building societies and other organisations, 
which pays the investor regular interest.

A cash fund offers relative security as it tends not to fluctuate 
in value as much as other assets. But this also means that it 
tends to have far less potential to grow.

When investing in cash, if the rate of interest earned  
is lower than the rate of inflation, the buying power  
of the money will fall.

Bonds are also known as fixed interest assets.  
These are either:
n UK gilts — loans issued by the UK government
n  corporate bonds — loans issued by companies  

or corporations, including financial institutions  
and local authorities

n  loans issued by foreign governments

In return for receiving the loan amount, the government  
or company will pay a rate of interest for a given period  
and return the loan at the end of the agreed period.

The UK government issues two types of gilts — fixed interest 
bonds, referred to in this booklet as UK gilts, and index-linked 
bonds whose interest rate and repayment amount is linked to 
the UK inflation rate.

Funds that invest in bonds are generally considered a lower-risk 
investment, but this does depend on a number of factors, such 
as the likelihood of the issuers of the bonds held in the fund 
defaulting on the loan. For example, gilts (UK government bonds) 
have historically been less risky than corporate bonds. And 
because these loans are traded on the market, the price will vary 
during their lifetime, so there’s some element of risk, although 
not as much as for equities.

Equities are also known as stocks and shares. These are  
issued by companies and give part-ownership of the company. 
The return largely depends on:
n the financial success of the companies they’ve invested in
n changes in general investment conditions
n the state of the economy

Historically, equities have provided the highest returns over 
the longer term when compared with other asset classes. 
However, equities are riskier than the other asset classes or 
funds e.g. cash. The value of shares, and any dividend income 
from them, can fall as well as rise. You may get back less than 
you originally invested.
 

Remember you are investing in these asset classes via our 
funds. The information we provide about our funds in this 
booklet gives details of the different asset classes that 
they invest in.

How risky is each asset class?
Each of the three main asset classes has a different level of 
risk. Cash is typically the safest, while equities are the riskiest. 
Have a look below at how it usually works. Please note this is 
just a general guide.

To put the asset classes into context in relation to our  
risk classifications:
n   equities are normally classified as above-average risk 
n   bonds (fixed interest securities) are normally below- 

average risk
n   cash is minimal risk (lower than below-average)

This is also reflected in the level of potential returns that can 
be expected from each of the asset types. Remember that in 
each asset type, benefits aren’t guaranteed and the value of 
investments can go down as well as up. You may not get back 
the amount you originally invested.

Inflation
When considering the risks associated with the different 
investments, as well as volatility in market values, you  
should also consider the differing levels of protection  
against price inflation that each investment provides.

Some asset classes (such as index-linked bonds) may  
provide protection against increases in inflation, other  
asset classes (such as equities) may provide some level of 
hedging against inflation, but others (such as nominal UK gilts, 
corporate bonds and cash) may not provide such protection.

BondsCash Equities

Risk and reward
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Your attitude to investment risk 
By learning more about investments and how much risk you want  
to take, you’ll feel more confident about choosing the right fund(s)  
to suit your needs. Whatever kind of investor you are, we have  
a fund to suit.

Risk and reward
Different funds have different levels of risk associated with them.  
All funds carry the risk of falling in value — some more than others.  
Risk can be measured by the ‘volatility’ of the fund. Generally the level  
of risk goes hand in hand with the level of return. Please see the diagram 
on the previous page to see the risks associated with each asset class. 

Generally speaking, the higher risk a fund is, the greater the potential for 
long-term growth it offers — but there’s also more chance that the fund 
may suffer short-term ups and downs that can have a dramatic effect on 
returns. You might be prepared to take more risk in the hope of getting 
greater returns over the long term, or you might prefer to see a gradual  
but steady growth. Remember that the value of an investment and any 
income from it can fall as well as rise and isn’t guaranteed. You may get 
back less than you originally invested.

Risk classification of our funds
We’ve put our funds into different risk classifications so that you can choose 
the ones that suit your attitude towards volatility. The categories are:

The risk classification is based on the fund’s volatility relative to other 
funds in AEGON’s full range. It’s not its risk against industry benchmarks. 
To find out what these risk classifications mean, please go to our website 
www.aegon.co.uk/funds.

Minimal risk

Below-average risk

Average risk

Above-average risk

Higher risk

Before you make an investment decision, 
ask yourself:

n how long you’ll be investing for

n how much return you hope to achieve

n how much risk you’re prepared to take

The longer you have until you retire, the more 
risk you might want to take in return for a 
higher potential for growth. This is because 
your fund value will have more time to recover 
if the value of your investment falls during a 
market downturn. If your aim is to maximise 
the value at retirement, you won’t be able to 
do this without an exposure to risk and the 
potential for a higher level of return.

However, this needs to be balanced with 
a desire to reduce risk and volatility as 
retirement approaches. The closer you are  
to retirement, the safer you may want to play 
it, as you may not have time to regain your 
previous fund value if your investment falls 
during a market downturn.

Although you might not want to take much 
risk with your money when investing in your 
pension plan, you should also note that 
minimal risk funds might not give you as much 
potential for growth, affecting your fund value 
at retirement.

The range of funds available offer different levels 
of risk and potential reward so whatever kind of 
investor you are, you should find something to 
suit you. Read on to find out more…
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The Plan fund range

The following table shows the funds that are currently available.

Now it’s time to choose the fund or funds you want to invest in. 

Fund name Definition Risk classification

Lifestyle This fund is aimed at investors who don’t want to manage the exposure to asset volatility as they approach retirement.

 Your contributions will be invested in the Global Equities fund, until 10 years from selected retirement age,  
from which point the asset mix is automatically and progressively changed to 75% bonds (for annuity purchase) 
and 25% cash (for a tax-free cash lump sum).
As part of the governance framework, the fund’s performance will be monitored against the underlying funds’ 
benchmarks. See the funds marked * below.

Above average
initially, gradually 
reducing over the 
last 10 years to 
below average in 
the retirement year.

*These funds are the current building blocks used for the Lifestyle fund.
**These funds are the current building blocks that make up the Global Equities fund.

Please note there’s no guarantee that the funds will achieve what they aim to. We don’t guarantee benefits and the value of investments  
can go down as well as up. You may get back less than you originally invested.

Fund name Definition Risk classification

Global Equities* This fund aims to match the returns of a broad range of shares of companies from across the world over a large 
number of industry sectors and thereby achieve long-term growth. 
The fund is constructed by investing in the equity funds within this fund range. The current target allocation is:

UK Equities 30%
Overseas Equities 60%
Emerging Markets Equities 10%
As part of the governance process framework, the fund’s performance will be monitored against the underlying 
funds’ benchmarks.  See the funds marked ** below.

Above average

UK Gilts* This fund aims to match the returns of sterling denominated UK government fixed interest bonds (gilts).
Current benchmark: FTSE UK Gilts over 15 Year Index.

Below average

GBP Corporate 
Bonds*

This fund aims to match the returns of a wide range of sterling denominated investment grade bonds 
with a credit rating between AAA and BBB- or equivalent from Standard & Poors.
Current benchmark: Markit iBoxx Sterling Non-Gilts Over 15 Years Index.

Below average

UK Index-Linked 
Bonds

This fund aims to match the returns of index-linked sterling denominated bonds. The fund may invest in UK 
government-issued or in non-government index-linked bonds.
Current benchmark: FTSE UK Gilts Index-Linked Over 5 Years Index.

Below average

Cash* This fund aims to match the returns of sterling bank deposits and other short-term UK money market investments 
such as short-term fixed interest securities.
Current benchmark: GBP 7 day LIBID (London Inter-Bank Bid Rate).

Minimal

UK Equities** This fund aims to match the returns of shares of companies listed on the London Stock Exchange. By doing so, it 
allows exposure to a broad range of companies over a number of industry sectors.
Current benchmark: FTSE All-Share Index.

Above average

Overseas 
Equities**

This fund aims to match the returns of shares of companies listed on the overseas stock exchanges of developed stock 
markets. By doing so, it allows exposure to a very broad range of companies over a large number of industry sectors.
Current benchmark: FTSE All-World Developed (excluding UK) Index.

Above average

Emerging Markets 
Equities**

This fund aims to match the returns of shares of companies listed on the stock exchanges of emerging stock 
markets. By doing so, it allows exposure to a very broad range of companies over a large number of industry sectors.
Current benchmark: FTSE All-World Emerging Markets GBP Index.

Higher

Self-select funds

Lifestyle fund

If you want more details of any of these funds, you can visit the pension plan website,  
http://pension.aegon.co.uk/bp, where you can view a factsheet on each fund.



The Lifestyle fund is different to the self-select funds in that it has 
been designed to provide the potential for higher returns in the 
early part of your career (when you’re better able to take risk)  
by investing in a diversified pool of equities.

Then as retirement approaches (and your ability to make up any 
falls in value diminishes), the asset mix is incrementally switched 
into lower-risk asset classes (bonds and cash) which are better 
suited to preserving the size of pension you can buy with your 
pension fund.

We use long-dated corporate bonds and long gilts in stage two 
of the lifestyling process because of their inverse relationship 
to annuity rates. Broadly, this means that when the value of 
corporate bonds and long gilts, and therefore your pension fund, 
goes down, annuity rates will go up and vice versa, meaning the 
amount of pension you can buy stays roughly the same*. But you 
should be aware that the value of bonds and long gilts can go 
down as well as up just like any other tradeable asset, although 
the movements won’t normally be as large as those associated 
with equities (shares).

*Please note this relationship is not perfect and there are other 
factors that can affect the value of bonds, long gilts and annuity 
rates.

Stage one — accumulation in your younger years
In the initial accumulation phase, your contributions into the 
Lifestyle fund are invested in the Global Equities fund. This fund, 
which is designed to focus on growth to build your retirement 
savings, aims to match the returns of a broad range of shares in 
most of the world’s stock markets , although there’s no guarantee 
it will achieve this.

Stage two — protecting your pension as you near retirement
Ten years from retirement, the amount that you’ve invested up until 
now in the Lifestyle fund and your future contributions are moved 
into a Target Dated fund. For example, if you’re 55 in 2012 and 
your selected retirement age is 65, your Target Dated fund will  
be the 2022 fund.
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Lifestyle fund
As retirement approaches, most people will want to protect their 
retirement savings from undue volatility. You may be comfortable 
managing this yourself or you can leave it to us by investing in the 
Lifestyle fund.  

The asset mix of the Target Dated fund is progressively 
changed, moving gradually from 100% global equities 
into GBP corporate bonds, UK gilts and cash. This 
process is automated, systematic and gradual so you 
don’t need to initiate this change.

This is designed to help preserve the size of pension  
you can buy with your fund at retirement.

Notify us of your planned retirement age
If you invest in the Lifestyle fund, please tell us your 
planned retirement age so we can begin the process 
of moving your investments at the right time. If you 
don’t tell us otherwise, we’ll assume that you plan  
to retire at age 65.

You can find our contact details at the back of this booklet.

Approaching retirement
If you’ve selected the Lifestyle fund, when you reach 
stage two (10 years from retirement), the name of 
your fund will change to a name that highlights your 
retirement year. For example, if you intend to retire in 
2022, then your fund name will change to DCP Lifestyle 
fund (2022). 

From time to time we’ll review the structure of the fund 
to make sure it’s suitable for the existing economic 
conditions. We might make changes if we believe it’s 
appropriate to do so.
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How the Lifestyle fund works
This chart shows how our Lifestyle fund moves progressively and systematically into less risky assets over stage two. 
The Lifestyle fund is designed so that it reaches the target asset allocation by the first day of the year in which you reach  
your retirement age. The target allocation at retirement is currently 25% cash, 25% UK gilts and 50% GBP corporate bonds.

The table below shows how the asset allocation of this fund changes in the last 10 years before retirement and how the risk rating 
of the fund falls from above average initially, to below average in the retirement year.

If you want more details of any of these funds, you can visit the pension plan website, 
http://pension.aegon.co.uk/bp, where you can view a factsheet on each fund.

Illustration of stage two
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This table shows the asset allocation positions for Lifestyle funds at the start of January each year. So an investor retiring in 2022 
will have been 100% in equities at the start of 2012 and will be 90% invested in equities at the start of 2013. Throughout each 
calendar year, each fund progressively changes its asset allocation in 12 equal steps, each month, until it reaches the target asset 
allocation at the start of the following year. So, our investor retiring in 2022 would be 95% in equities at the start of July 2012 — 
halfway between the position at the start of 2012 and 2013.

Accumulation 
fund

(>10 years to 
retirement)

Target Dated funds for last 10 years before selected retirement date

10  
years

9 
years

8  
years

7  
years

6  
years

5  
years

4  
years

3  
years

2  
years

1  
year

Retirement 
year

Global equities % 100% 100% 90% 80% 70% 60% 50% 40% 30% 20% 10% 0%

Corporate bonds % 10% 20% 30% 40% 50% 60% 70% 65% 55% 50%

UK gilts % 10% 20% 25%

Cash % 5% 15% 25%

Risk rating Above average Average Below average
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Self-select funds
If you want to build and manage your own fund with a different  
asset mix to the one we’ve selected for the Lifestyle fund, then  
you can choose from the self-select funds. You can also choose  
the self-select funds in combination with the Lifestyle fund.

The range of self-select investment funds 
shown on page 7 gives you access to a range 
of asset classes. The funds available include 
the building blocks that we use to construct 
the Lifestyle fund — the Global Equities fund, 
the GBP Corporate Bonds fund, the UK Gilts 
fund and the Cash fund.

It’s important to note that if you do choose 
self-select funds in place of the Lifestyle fund, 
this means that you’re taking control of the 
investment strategy and it will be up to you  
to manage the transition from higher-risk, 
higher-return assets to lower-risk assets in  
the approach to retirement.

Self-select in combination with Lifestyle
You can also choose a combination of Lifestyle and self-select funds. 
This might be something you’d consider if you like the switching approach 
adopted under Lifestyle, but aren’t comfortable with the potential volatility 
from one year to the next (under Lifestyle) of having all of your assets 
invested in equities up until 10 years before retirement. 

In this case, a combination of the Lifestyle fund and one of the bond funds 
might be worth considering. 

Please note the fund names in any 
communications from us will show the 
prefix ‘DCP’ (which stands for Defined 
Contribution Plan). This will include 
yearly statements and any online 
services such as fund switching. 
So for example the UK Gilts fund will 
be shown as the DCP UK Gilts fund.
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We look after the funds
The funds available for you to choose from haven’t been chosen 
at random. We underwent a due diligence process in selecting  
the fund range for the Defined Contribution 2010 Pension Plan.

Selecting the fund range
The funds that are currently available in the Plan fund  
range have been selected using the following objectives.  

All of the funds currently in the range are:
n  Passive funds tracking an external index, for example  

the FTSE All-Share Index
n  Transparent — passive funds tracking external indices 

are designed to follow these indices very closely. This 
means you can see more clearly what the underlying fund 
has invested in, and you can see how close the fund is to 
meeting its benchmark. The effects of the scheme AMC 
and differences in the timing of pricing between the index 
and the fund mean returns are unlikely to exactly track the 
benchmark.

n  Low cost — because the cost to the investment manager 
of running a passive fund is lower, this means that we can 
bring this fund range to you at a very competitive cost.

n  Highly diversified — each fund is highly diversified across 
many underlying investments, and the fund range as a whole 
provides you with access to the majority of asset classes.

While there’s no guarantee that the investment manager  
will meet the fund benchmarks, we do monitor these funds,  
and our robust governance process means we keep an eye on  
these investments, giving you the confidence that these funds  
will be subject to the highest scrutiny.

Possible changes to the fund range in the future
Governance is not just about making sure that a fund’s 
performance is in line with its objectives. It’s about quality  
control — making sure that the funds we provide continue  
to live up to expectations.

These funds have been designed to allow a degree of flexibility 
that will enable changes to be made to the underlying funds in 
the future, as long as the changes are in line with the fund aim.

Our governance committee will make sure that all decisions  
taken are in the best interest of our investors and it comes  
at no extra cost to you.

If you’re still not sure which fund or funds to choose, you can visit the pension plan  
website, http://pension.aegon.co.uk/bp for more information and help. You may also  
decide to get professional financial advice — you may have to pay for this.

Selecting your fund
Now it’s time to choose the fund or funds you want to invest in. 
We hope the information in this guide has helped you with this.

To confirm your selection when you first join the plan, go to 
the your benefits, your way website. BP will tell you when 
and how you can do this.

Once your plan has been set up, you can change your fund 
selections at any time by contacting AEGON.

Investment markets are volatile
Please remember that investment markets fluctuate — the value of 
investments can go down as well as up. Therefore, benefits aren’t 
guaranteed. It’s also important to remember that an investment’s 
past performance is no guide to future performance. There is a 
chance that you may get back less than your original investment.

Default fund
If you don’t choose an investment fund during your initial 
enrolment process, then your contributions will be automatically 
invested in the Lifestyle fund option. 
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As Lead Partner of British Tennis, we’re helping the sport to build a 
brighter future. Our sponsorship is helping to grow grass-roots tennis, 
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across the UK, including the AEGON Championships at The Queen’s 
Club. Find out more at aegontennis.co.uk
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