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represent you wherever we are needed. We recognise that
most firms in the sector are also SMEs and our services are
designed to provide relevant support across the areas that
matter most to you. Serving the professional, commercial
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Our voice will tackle the biggest issues facing your
business with a view to creating a fairer market for our
membership.
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your firm’s growth, business efficiencies, personal
development and more
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An extensive Lender Panel selected to ensure
Members can respond to the most complex of
requirements

1

A Professional Partner Panel to support your
arrangements and ensure your client’s requirements
are processed quickly and efficiently
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A highly topical regional events programme,
including an annual conference
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Extensive regulatory support tailored specifically for
the specialist lending
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Frequent updates on industry news and
developments from relevant industry experts
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Ja n i c e L a i n g
M a n a g i n g D i re c t o r
Compliance First

WELCOME
Welcome to the first edition of Adviser First for 2019.
We are already a quarter of the way into the year, and it has certainly been a very
busy few months; certainly in relation to regulation.
Time and again, research has shown that clients who have the benefit of financial
advice enjoy greater financial security. Their mortgages are more efficient and they
accumulate significantly greater savings over their lifetime, whilst their families
are safeguarded by life insurance and critical illness protection.
We can all be proud of the widely recognised success of financial advisers in
serving clients and ensuring consumers achieve better outcomes. Unfortunately,
all too often, this success is achieved against a background of rules and regulations
which, whilst in some instances very necessary, are often, unduly oppressive.
When this happens, the effect is counterproductive as far as enabling the regulator
to achieve its objective of improved consumer outcomes.
You only have to look at today’s acute shortage of advisers, at a time when
the demand, and the need, for advice has never been greater. It cannot be a
good outcome for consumers that after some 30 years of regulation the adviser
community has been reduced to only about ten percent of the size it was when
regulation was first introduced.
Compliance First, and the entire SimplyBiz Group, is fully committed to
providing the firms who use our services with all the support they need to continue
to prosper, no matter how heavy the regulatory burden becomes. In this edition
of Adviser First, you can find articles on the Senior Managers and Certification
Regime, MiFID II and, one of the most prominent issues in the market at the
moment, DB pension transfers. We have strengthened our compliance policy and
services teams, and evolved our proposition to ensure we continue to exceed your
expectations in this area, and would welcome any feedback you have.

Best regards,

Janice Laing
Managing Director
Compliance First

The content of this publication is for financial adviser use only, not for use with customers.
For more information about our services, please call us on 0141 616 4161 or email enquiries@compliancefirst.co.uk

www.compliancefirst.co.uk
Please note that provider led information within this publication has been pre-approved under their respective compliance approvals
process and the accuracy is not therefore the responsibility of, or the opinions endorsed by, The SimplyBiz Group.
All products and company names are copyrights, trademarks or registered trademarks of the third parties.
Adviser First is published by The SimplyBiz Group plc:
The John Smith's Stadium, Stadium Way, Huddersfield HD1 6PG
(c) 2019 The SimplyBiz Group plc. All rights reserved.
Compliance First is a trading style of SimplyBiz Services Limited.
Registered in England No 4590781, Registered Office as above.
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IN YO UR CO R N ER

IN YOUR CORNER

In this edition’s ‘In your corner…’ feature, Ken returns to an issue about
which he has been very passionate – and very vocal! – for many decades;
FOS compensation limits.

Ken Davy
Chairman
The SimplyBiz Group
I am sure you may have seen the FCA’s
consultation paper towards the end of last
year, which proposes increasing the Financial
Ombudsman Service's (FOS) compensation
limit from £150,000 to £350,000. When
responding to the FCA’s consultation on the
totally unjustified hike in FOS limits, I, and
others, raised several points of serious concern,
including its impact on PI premiums and a
likelihood that advisers could withdraw from
some areas of the market, or from the market
altogether. We also highlighted the reality that
the courts were more experienced and better
placed than FOS to deal with large claims.
Sadly, it seems that none of these important
and highly relevant points were properly
considered by the FCA, as the new FOS limits
will be in place on the 9th of April 2019.
The FOS is a valuable resource for
individuals who may have limited means as
a low cost dispute resolution service and I
fully support its existence, and the role that
it plays in settling disputes.
However, the potential for a high value
claim to hit an individual business, and
the cost of insuring against such a claim, is
likely to be prohibitive for the majority of
firms. The inevitable result will be a serious
decline in the number of advice firms
and therefore the availability of advice to
consumers. The impact of a higher limit will
be highly damaging to the advice market and
significantly increase the cost of PII, whilst
doing nothing to deter the reckless or the
criminal advisers or firms from that activity.
From discussions the Group team has had
with PI insurers, it seems that raising the
compensation limit is likely to cause further
tightening in an already difficult market,
with higher premiums, increased excesses on
contracts and an unwillingness for insurers
to take on further risk. We anticipate that
the number of PI insurers will be further
reduced and that there will be a dearth of new
insurers; none of which will be beneficial to
consumers or consumer outcomes.
Now, even firms who have entirely spotless
records are going to be faced with further
unjustified increases in their PI costs.
This against a background of service that
demonstrates time and time again that the
6 | A DV I S E R F I R S T

financial and emotional value of financial
advice to consumers is unquestionable. In
survey after survey the importance and
benefit of financial advice is lauded by clients
and the wider industry, yet it sometimes
seems that the regulator will not be happy
until it sees the adviser population culled
even further!
I disagree with the principles at the core of
this proposal, and firmly believe that it will
be detrimental to the advice market, firms
and consumers.
In addition, if further evidence was needed
of the importance of letting the courts
decide on claims above the current level of
£150,000, I believe FOS has just provided
it itself in January as, according to press
reports, it found in favour of an ambulance
chaser in a claim against Sanlam.

I DISAGREE WITH
THE PRINCIPLES AT
THE CORE OF THIS
PROPOSAL, AND
FIRMLY BELIEVE
THAT IT WILL BE
DETRIMENTAL
TO THE ADVICE
MARKET, FIRMS AND
CONSUMERS.
In what is to me a baffling judgement, the
Ombudsman appears to have looked at a plan
taken out by a client pre ‘A’ Day 1988 which
was then surrendered in 1994. Yes, you read
that correctly, 1994! So, in a nutshell it was
bought 30 years ago, surrendered about 24
years ago and Sanlam has now been directed
to pay compensation.
Leaving aside the issue of it being pre ‘A’
Day, and ignoring the ridiculously long
timescale between sale, surrender and now a
claim, the facts, as reported, seem to make a
mockery of natural justice. We are told that
the case concerns a 26 year old professional
who took out a 25 year life insurance savings

plan and cashed it in after six years because
of alleged poor performance NOT because
he needed the money. I wonder, if he had
died during that period, would FOS now
be claiming the higher proceeds from his
widow? Or indeed all the others who have
benefited from the proceeds of life assurance
linked savings plans over the years.
FOS, in its wisdom, says that he should have
had a ten year plan! Speaking personally, I
took out my first life assurance linked savings
plan at aged 18. It was a 21 year endowment
policy and I wish it had been longer. Of course
after six years it hadn’t made any money.
Nonetheless I was still able to use it as
collateral for a bank loan for my first business
and when it matured I enjoyed an excellent
profit, whilst in between it had provided
vital life assurance protection for my family,
albeit fortunately not needed.
In this case, the Ombudsman states that in
his ‘opinion’ the client should have had a ten
year plan. I disagree because in my ‘opinion’,
based on 30 years of dealing directly with the
financial planning needs of countless clients and
their families, the client was correctly advised.
This however is the heart of the problem, FOS
decisions, unlike the courts, often come down
to simply a matter of ‘opinion’.
The demand and need for personal financial
advice has never been greater and needs to be
made available to more people, not less. The
regulators have a responsibility to consumers,
not only to protect them, but also to ensure
that advisers are able to continue to deliver
their vital services to them for many years
to come, without having unjustified and
unnecessary obstacles put in their path.

More detail on Ken’s views can be
found in the full copy of the Group’s
response to the FCA, including a
comprehensive summary of the
way in which it feels the proposed
increase would be detrimental
to the market as a whole, on the
Compliance First website.

IN YOUR CO RN E R

THE DEMAND AND
NEED FOR PERSONAL
FINANCIAL ADVICE HAS
NEVER BEEN GREATER
AND NEEDS TO BE MADE
AVAILABLE TO MORE
PEOPLE, NOT LESS.
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Centres of Excellence
at your service
We appreciate that you are balancing the needs of your
clients against your increasing compliance requirements.
As regulation continues to develop, and with the SM&CR
on the horizon, we have pulled together key elements of
the expert compliance support currently offered across
our Group companies into one consistent focus. This has
resulted in the creation of a number of Compliance Centres
of Excellence, dedicated to meeting your compliance needs
and staffed by specialists from across the Group, based on
their areas of expertise.

What does this mean for you?
Put simply, your access to these Centres will bring you a wealth of experience and knowledge and a clearer route to fully
integrated compliance advice at all levels. You will be able to access all your compliance support in one place and can rest
assured that the important things you need to be aware of will be sent to you directly.
You may have already started to see the Centre names being used in respect of compliance communications which are:

Our Compliance Policy Centre takes all the information released
by regulators and inspects, assesses and digests it to produce
direction for the Centres it may impact. This team releases the
information sent directly to your firm which clearly explains
the matter at hand in simple terms alongside guidance and
the level of action required. Should there be change required
to the Operating Centre documentation, this will take place
automatically. In addition, once a month you will receive a full
compliance round-up and, where required, the Compliance Policy
team will issue guides looking at areas of special interest.

Nothing is better than personal service, so, if you have a query
about anything, one of our numerous helpdesks will be able to
offer you the advice and support you require. Whether you have a
general query about your business or a process, need support in
respect of the changing pensions regulation, want to identify the
finer points of tax & trusts or are developing plans for your clients
in later life, there is an expert waiting to offer support
and guidance.

As compliance becomes increasingly complex, there will be
times when you feel your firm would benefit from specialist
support. This Centre will facilitate the additional support
available, including a broad range of specialist services that
takes in everything from complex financial promotions, support
with consumer complaints, conducting file reviews, fit and
proper checks, T&C scheme management and assistance with
recruitment. The team will look at your requirements and
support your needs quickly and, best of all, cost efficiently.

Consultancy Services are delivered at your place of work and
bring help and support directly into your working environment.
These specialised visits have a strict agenda to ensure you get
the most from the time you are investing, and can take the
format of a business audit, supervision assessment, look at how
your firm can adopt the new SM&CR regulation, or, dependent
upon your immediate needs, you can set the agenda to suit you.

Want to learn more?
To support the Centres, the compliance section of the website has further developed with key areas that allow you easy
access to compliance documentation, additional services, a specialist policy publications library and a full section on
new regulation, currently dominated by supporting information on SM&CR.

EXC LUSIVE INTERV I E W

DIFFICULT MARKETS
HIGHLIGHT THE TRUE
VALUE OF ADVICE

With 2019 set to be an interesting year for
the financial advice sector, in all sorts of ways,
Adviser First caught up with Prudential’s
Director of UK Public Affairs, Tim Fassam, to
discuss the challenges and opportunities on
the horizon over the coming months.

Tu r n o v e r t o r e a d o u r e x c l u s i v e
interview in full.
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Ti m Fa s s a m
D i re c t o r o f U K Pu b l i c A f f a i r s
Pr u d e n t i a l
Tim is Director of UK Public Affairs for Prudential UK, looking after
relationships with politicians, civil servants and other policy stakeholders.
He also runs the Group Chairman’s Office. Before joining Pru, he worked for
Barclays in public affairs and corporate banking. In his spare time, he likes
to visit galleries, go to the theatre and is a trustee of TfAC, an international
aid charity.

Overall, do you think 2018 was
a positive year for the advice
profession?
TF: I think one of the interesting things
about advice is that the more difficult and
complex the landscape, the more important
it becomes. 2018, which brought, amongst
other things, confusion around Brexit,
Trump’s policy decisions and China’s trade
talks, created a situation in which it was
very challenging for consumers to know the
right things to do and the right decisions to
make. As a result, it’s a time during which
advisers can offer a great amount of value
to clients.
We also saw the results of some legislative
structural change. Changes to pension
freedom are now really bedding in, which
creates the potential for a range of better,
more specific, outcomes for clients. Of
course, this also brings with it more difficult
and complex options, increasing demand
for advice, and opportunities for advisers to
add value.
What are the biggest challenges
and opportunities that you foresee
for advisers during 2019?
TF: I’ve covered some of the opportunities
presented to advisers by an uncertain
landscape, a continued level of that
uncertainty results in volatile times. The
world is complex and interconnected –
nothing happens in isolation – and it becomes
difficult for clients to make clear cut decisions
in such an unpredictable environment.
Of course, consistent weakened economic
growth also creates a difficult market in
which to operate.
1 0 | A DV I S E R F I R S T

Technology presents both challenges and
opportunities for advisers. Which one of
these it is comes down to advisers’ willingness
to grasp and use the power of tech to build
efficiencies and effectiveness into their
business processes and the delivery of advice.
Technology cannot be ignored by advisers; it
impacts every area of our lives, every day, and
can yield critical opportunities.

THE MORE
DIFFICULT AND
COMPLEX THE
LANDSCAPE, THE
MORE IMPORTANT
ADVICE BECOMES.

We already know that the more financially
competent the consumer, the more likely
they are to seek financial advice and I think
that a little bit of education and support at
the right points will help to improve the
entire industry.
2019 looks set to see new reform from
the Government on social care, which will
lead to innovation and the creation of new
products. In the adviser world, I believe
this will highlight the need for later life
planning and allow them to more easily
initiate conversations around social care
with clients.
We’ve heard an awful lot about the
ageing population – what does this
mean for the financial advice sector
in reality? And what should advisers
be mindful of when dealing with

The last of the challenges is an old chestnut,
but that’s because it’s true! When the
Government runs short of money, it often
takes a look towards tax reliefs. As always,
it’s worth keeping an eye on.
I believe one major opportunity for advisers
will be the creation of the Single Financial
Guidance Body (SFGB), which will bring
together the services formerly offered by the
Money Advice Service, Pensions Advisory
Service and Pension Wise, and will provide
financial education for consumers, aim
to improve financial capability and offer
guidance on particular situations.
The ethos of the SFGB is to cover the
breadth of consumers’ lives – from school
through to retirement. I believe it will be
easier for consumers to access and will carry a
stronger brand than the three previous bodies.

clients from this demographic?
There’s a combination of factors to
consider in answer to this question; we do
have an ageing society, but we also have
an ageing cohort which holds most of the
wealth. This means that advisers should
see an increase in demand for high-quality
services, although it’s worth bearing in
mind that this cohort is also likely to have
complex needs. In addition, whilst some of
this generation hold a great deal of wealth,
there are also a number in there with very
little, and they also need guidance.
The clearest area of benefit for advisers

EXC LUSIVE INTERV I E W

when looking at the ageing population is
around retirement, as this demographic
moves into the category where they can
access their pension, and are likely to hold
assets. To work successfully with this cohort,
advisers need to work to understand them
and their lifestyle choices properly and not
to rely on stereotypes; this generation is
likely to be tech savvy, well-travelled and
hold modern viewpoints.
And, of course, the ageing population
is a key driver of political change; those
who are retired, or nearing retirement,
are more likely to vote, which means that
governmental focus is likely to fall on
pensions and social care.

From

an

industry

perspective,

was auto enrolment a successful

The good news for advisers is that, as
these DC pension pots build up, employees
will need advice at the decumulation
stage. Having a certain amount of pension
savings, even if it’s solely in a workplace
scheme, is likely to make consumers more
engaged with their finances and more likely
to seek professional advice in the future.
Employers are also waking up to the
advantages of providing financial benefits
and services, as it tends to create a more
efficient and engaged workforce.
The workplace remains an interesting area
for advisers and, I think, a fruitful one.
There’s already a trusting relationship in
place between employer and employee and,
as the source of their salary, there’s already
a link in the minds of most employees
between the workplace and their financial
decisions.

THE AGEING
POPULATION IS A KEY
DRIVER OF POLITICAL
CHANGE; THOSE
WHO ARE RETIRED,
OR NEARING
RETIREMENT, ARE
MORE LIKELY TO
VOTE, WHICH
MEANS THAT
GOVERNMENTAL
FOCUS IS LIKELY TO
FALL ON PENSIONS
AND SOCIAL CARE.

endeavour? Is the workplace still a
rich seam for advisers?
Yes; although implementation of auto
enrolment is not yet complete, nine out of
ten employees currently remaining in their
workplace schemes has to be viewed as a
success, particularly given the low number
that previously had access to a workplace
pension.

For more Market insights from
Prudential and PPMG visit
Knowledge TV on PruAdviser.
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Are you looking to offer your
clients will writing and
estate planning services?
APS Legal & Associates is one of
the most widely recognised and
trusted brands in the will writing
and estate planning profession,
with over 530 Associates
across the UK.

www.aps-legal.co.uk
APS Legal & Associates
The Worksop Turbine, Shireoaks Triangle Business Park,
Coach Close, Worksop, Nottinghamshire, S81 8AP

Our industry-leading three-day will writing and
estate planning courses will provide you with the
background you need to assist your clients as well
as giving you a professional accreditation. You can
then advise your clients directly while our team of
in-house professionals provide all the support you
need, including the drafting of each document.
Our proposition allows our Associates to offer these
additional services directly to their clients without any
extra administration as we will draft all required legal
documents and cover these under our professional
indemnity insurance (PII). The documents are drafted
quickly, easily and to the highest standard. Since
being acquired by The SimplyBiz Group in 2014, our
Associates can be confident that we are a company
with a solid foundation and a clear future.
APS Legal & Associates are aligned with the Institute
of Professional Will Writers, whose Trading Standards
Institute approved code of practice offers peace of
mind to our Associates and their clients.
Contact us on 01909 531751 or email
enquiries@aps-legal.co.uk for more information
or to enquire about our upcoming courses.

TEC HNICAL TALK

THE DB SURGERY
IS NOW OPEN

Constant press coverage and increasing
interest from consumers means that
DB pension transfers are never far
from the spotlight. In this new feature,
we’ve brought you both regulatory and
practical insight into two of the hottest
DB topics of the moment – insistent
clients and assessing suitability – from
both our expert and experienced
Group team and members of the DB
Transfer Bureau.
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ASSESSING SUITABILITY
A i l e e n Ly n c h
He a d o f Te c h n i c a l
Compliance First
These are some of the main points we look at when considering the
suitability of a DB transfer:
• Why are they considering a pension transfer? What is their
motivation? Suitability hangs on what is in the client’s ‘best
interests’, which may align with or differ from ‘financial best
interests’. What factors are coming into consideration? What are
the client’s objectives?
• What are the client’s income needs in retirement and, more
importantly, how will these be met? Do they have sufficient core
secure income to meet their needs? Does the guaranteed income
from the DB scheme provide this? What other assets and / or
pensions are available to provide this base income, if any?
• How old are the clients and how far are they from being able to
take scheme benefits? A transfer is less likely to be suitable for
younger clients (under 55) unless there is a clear demonstrable
benefit on transferring. This is because the further away from
retirement the less definite plans are likely to be and the greater
the uncertainty regarding potential investment performance /
potential fund values, legislation and general environment.
• What is the client’s attitude to pension transfer risk? Everyone
likes the idea of flexibility but at what cost? Would the client
prefer to forego the guaranteed income available from a DB
scheme in order to achieve flexibility? Are they happy to accept
investment risk with future retirement income, including that
of a reduced income (less than their perceived ‘base’ need) or
running out of money?
• What can the client afford to lose i.e. what is their capacity for
loss. Can they afford to take a risk with their retirement fund in
order to achieve the flexibility they desire, or do they need the
guaranteed income the DB scheme provides?
• Does the client have any health considerations which should be
taken into account?
• What are their family circumstances? Do they have a spouse /
partner with guaranteed benefits? Are there any dependents who
might need a dependents pension?
1 4 | A DV I S E R F I R S T

Other points we would expect to be covered are as follows:
• Appropriate Pension Transfer Analysis (APTA) and Transfer
Value Comparator (TVC) were introduced in October 2018 and
are now mandatory when providing DB advice.
• Partial Transfers. Not every scheme offers this option, however,
where they do the FCA would expect you to seriously consider
this as being a half way for providing the guaranteed income and
flexibility the client requires.
• Life cover. The FCA would expect you to consider whether the
client’s objectives could be met by implementing a separate life
cover plan whilst taking benefits from the scheme. We, therefore,
recommend that WOL or LTA to NRD quotes are obtained
during the research process.
• Cashflow modelling. As part of the APTA requirements the
FCA expect the adviser to consider the sustainability of income
over a reasonable period beyond normal life expectancy. The
rate of return used in the analysis should reflect the investment
recommendation and all charges should be included. We
recommend that two models are run, one which shows benefits
being taken from the scheme and one which mirrors exactly
what the client intends to do on transfer. Other assets/income
should be included and we would also recommend that a stress
test is applied. A good cashflow model can help support the
recommendation to transfer or demonstrate that it may not be in
the ‘client’s best interests’ given their objectives.
• The proposed destination of a client’s transfer funds. If a
transfer is being recommended, the advice should take account
of the proposed destination of the transfer funds, including the
proposed scheme and the proposed investments in that scheme.

TEC HNICAL TALK

Jo h n B r o o m
D i re c t o r
Pe n s i o n In c o m e P l a n n i n g
The opening premise when meeting someone with a deferred
pension from an occupational scheme, is to explain that the FCA’s
view is that remaining in the DB scheme is in their best interests,
unless it can be proven otherwise, prevails.
All the subsequent work of fact finding, identification of objectives
and cash flow modelling is necessary to establish the reasoning for
a PTS, advising either retention or a transfer of the DB scheme.
The deferred member should be fully aware that this is not a sale
of product or a box ticking exercise, but a thorough process-driven
examination to determine best outcomes.
Giving a potential client a non-advised triage form explaining
“key points and risks” helps raise their awareness and, importantly,
emphasises that irrevocable decisions should be treated with
gravitas. All advisers should consider giving this information to
every potential client, documenting that action.
Upon reading the triage form and acknowledging the FCA stance,
a potential client may still want to investigate the process.
If so, direct them to a web-based, more client specific, post-triage
questionnaire. This tests their understanding of DB schemes,
educates and informs on a personal level compared to generic initial
triage, and provides an answer-based indication for the PTS.
These stages create enough of a wake-up call, that those with
aversion to risks may prefer not to pay for analysis.
Anyone still keen to proceed, should undergo a thorough factfinding process to establish the hard and soft facts and then, we
firmly believe, should pay a non-refundable initial fee to cover all
administration costs, before any analysis commences.
Triage and post-triage has eliminated the non-committed, and the
initial fee then engages those willing to value the advice in a way
that creates a joint venture in the process, without cross-subsidy.
After completing the analysis, the PTS will make an initial
presentation during which they will re-confirm all the facts
and objectives, ascertain attitude to risk and have an in-depth
discussion, so that even those with a bullish attitude know that
inherent investment risks are amplified when giving up safeguards.

We find the key drivers for clients are health, early retirement,
high values and flexibility and, by questioning these objectives, we
can look to demonstrate suitability.
A Suitability Report, recommending either a retention of the
benefits in the scheme or a transfer, is then prepared and presented
and the conclusion is established in partnership with the client.
All client meetings and presentations are fully recorded to allow
sense checking in future years.
Assessing suitability in relation to DB advice requires a thorough,
diligent process that ensures suitable advice is given by the PTS and
is not driven by the client, whilst being ever mindful of the FCA
stance. Transferring is for the few and not the many and this process
should eliminate the shoe-horning of non-committed deferred DB
scheme members into advice, as well as reducing future PI issues.
You can find out more about the service offered by Pension
Income Planning by visiting the Pension Transfers section of your
Client website.
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INSISTENT CLIENTS
K e e l e y Pa d d o n
He a d o f Pe n s i o n s Te c h n i c a l
The SimplyBiz Group
Since the arrival of pension freedom in 2015, we have seen a
substantial increase in the numbers of clients who are wanting to
transfer Defined Benefit schemes in order to access funds, either now
or in the future. Whilst the vast majority will take on board the IFA’s
concerns regarding the likelihood of lower retirement income and the
investment risks this entails, there are a minority that still prefer to
throw caution to the wind simply because it is their money and they
want to be free to spend it as they wish.
Defined Benefit schemes offer very valuable benefits in terms of
statutory revaluation rates up until the scheme retirement age, along
with a good, often inflation proof, income for the rest of the client’s
life. For many, where this may be their only source of retirement
income, it is sensible to take the approach that it will not be in their
interests to transfer away from these types of schemes. This can often
leave advisers in a tricky position.
Sometimes it will be difficult to balance the requests of the client
with their best interests and it is a firm’s duty of care to act in the best
interests of its client. Historically, Compliance First has urged firms not
to undertake such business but, as advisers are directly regulated with
the FCA, then the option of the insistent client process is an alternative
where a firm accepts the potential business risk that this may pose.
Step 1
The file should show the advised recommendation. This will include
client disclosure documents, a factfind and an assessment of attitude
to both investment and transfer risk. Appropriate research and
benefit comparisons pre and post the transfer should be undertaken.
Finally, a ‘reason why not’ report should be issued.
Step 2
The file should show evidence of the client declining/rejecting
the advice and their instructed course of action, in their own
words, including the reason for the rejecting and awareness of the
disadvantages associated with this. The disadvantages associated
could include:
• penalties on encashment/transfer/switch
• reduction of future benefits/income
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• loss of existing/future benefits (death benefits, guarantees,
bonuses, any other safeguards)
• depletion of retirement funds/income.
We recommend the spouse or dependents countersign this
declaration, as they can be considered an interested party in the
transaction, for the future protection of the firm.
The file should also show a period of reflection for the client to
assess the suitability of their intentions in going against the advice
of a qualified financial adviser. The Financial Ombudsman Service
(FOS) has previously commented that ‘breathing space’ of a week
would be expected on such cases, to allow the client sufficient time to
reflect on their actions.
Step 3
There should be a further letter to clarify that the firm is acting on
the client’s insistence and the course of action taken. This should
highlight those elements of the original personal recommendation
that are still proceeding.
The letter should again highlight the disadvantages associated with
the instruction. For example , if it relates to the drawdown of a
pension fund, it should make specific reference to:
• taxation
• sustainability of income
• impact on State Benefits (welfare and social care support)
• state benefit means testing - deprivation of capital.
In all instances, a disclaimer to highlight the client(s) potential loss
of regulatory protection should be given, with wording similar to;
‘You have chosen not to accept our original recommendation and
you should be aware that by proceeding on your specific instructions
you may not benefit from the protection of the rules of the Financial
Conduct Authority on assessing suitability or from the Financial
Ombudsman Service’

TEC HNICAL TALK

David Bull
Chartered Financial Planner
C re a t i v e We a l t h M a n a g e m e n t
In the years since pension freedom, the dramatic increase in
demand for DB transfer advice has led many advisers into territory
in which they often don’t have a lot of experience – insistent clients.
A robust advice process, and a requirement for the adviser to
serve the client’s long-term interests, rightly lead to many advisers
recommending a client stay with their existing DB scheme. However,
large transfer values, the popular press and a fear of missing out,
have led many clients to ‘demand’ advisers effect their transfers
into DC arrangements, leading to many difficult conversations and
advisers sometimes struggling to know the best path to take.
Many have taken the route of refusing to engage with insistent
clients on a “take it or leave it approach”, which is understandable.
Others have reviewed their processes and tightened up with the
particular risks and liabilities of DB transfers in mind.
We consider a couple of different aspects below:
In a recent FOS ruling (July 2018), where a complaint from a
previously insistent client was not upheld, reference was made to
former regulatory body FIMBRA’s guidance, back in 1994, on an
“investor’s decision to override the advisers’ recommendation”. It
states “Disclaimer forms and pre-printed letters using stock phrases
should not be used, since they cast doubt upon the genuineness of
the process. A note from the customer in his own words is best”
25 years on, this guidance is still proving accurate and valuable. In
the adjudication on this particular case, the FOS makes reference
to the notes taken by the adviser in regard to the client’s then
circumstances and motivations for going against advice, as well as
clear written risk warnings as to the likely disadvantages of going
against the advice. In addition, 2 separate correspondences from
the client indicating their desire not to follow the advice was
“sufficiently evidenced”.
This is virtually identical to the “clients’ own words” approach still
suggested today by the FCA.
At a recent FCA roadshow event, it was recommended that advisers
approach insistent client work on an all or nothing basis; i.e. will
not undertake any IC transactions, or will undertake all IC requests.

The point was made that if an adviser were to pick and choose
which insistent client requests they complied with, it could imply
agreement with those transactions which were actioned, and thus
undermine the original advice itself. Better for the adviser to be
clear cut and stick to their guns.
So, as ever in our industry, clear and thorough notes and record
keeping are critical, if the adviser does choose to proceed in effecting
an insistent client request.
A point to note is that the advice declaration form which must be
signed by the adviser makes no reference as to whether the advice
was to transfer or not; it merely confirms that advice has been given.
In the event of delivering ‘do not transfer’ advice, the member is
therefore perfectly entitled to ask an adviser to sign it.
An additional consideration is that stakeholder pensions must
accept transfers in from other UK pensions regardless of whether
an adviser is involved in the transaction.
You can find out more about the service offered by Creative
Wealth Management by visiting the Pension Transfers section of
your Client website.

For further advice and guidance on all
aspects of DB transfers, speak to our
Pensions Technical team on 0141 616 4161
or email technical@compliancefirst.co.uk
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ARE YOU MIFFED ABOUT
MIFID? – THE REALITY
ONE YEAR ON
R i c h a r d Nu t t a l l
D i re c t o r o f C o m p l i a n c e Po l i c y
The SimplyBiz Group
Towards the end of 2017, we produced our MiFID II Gap
analysis, amongst a number of other compliance papers, to help
you prepare for the directive. As you can imagine, this was not an
easy exercise as many aspects of the directive were very much ‘suck
it and see’! MiFID II is a complex piece of legislation which did not
seem to transition seamlessly into FCA rules, nor was it apparent
how a number of the areas of legislation would improve the
customer experience. Compound that with the fact our regulator
has provided little to no meaningful guidance, it is not a surprise
there was, and continues to be, a great deal of uncertainty in the
market.
In this article, I’ll be providing you with additional, practical
clarity to dispel some of the myths you may have come across and
answering some of the most common questions and concerns you
may have.
Suitability
There are a number of considerations to account for when applying
the suitability rules. This is probably the largest collective area of
uncertainly and the range of questions and concerns include:
If we make a personal recommendation do we have
to review it every year?
The simple answer is NO. Firms need only review the suitability
of a client’s investment where they agreed to do so under a formal
agreement (your service proposition). There are many differing service
propositions across the sector, and these should be aligned to firms and
the needs of their clients.

What about those clients who want, or are paying for,
a review every other year, or less frequently?
Where a client is paying for an ongoing advisory service, the review
must now be carried out at least annually and, when a client holds
a servicing agreement to review their investment(s) less frequently
than this, it will mean a different service level will have to be agreed.
This does not mean you cannot review the suitability at less frequent
intervals than annually.

MiFID II requires us to change the way we carry out
suitability reviews
The directive has made NO changes to the way a suitability review
should be carried out. Any review should be considered ‘new advice’,
albeit the process can be simplified due to the information held on
the client’s records. The key areas for review, discussion and to be
documented are:
• Client circumstances
• Client needs and objectives
• Attitude to risk
• Capacity for loss
• Changes in legislation
• Review of investment/funds
• Taxation
• Risks

Is it correct we have to carry out suitability reviews
annually?

Do we now have to issue a suitability report when
carrying out a review?

Yes. Where you have an agreement in place to review the suitability of
an investment, the review must be carried out at least annually.

Yes. In reality, this has always been mandatory when you provided
advice, albeit with certain exemptions. The key implication more
recently was the Treasury changing the definition of advice to include
‘holding’. This means that a recommendation to make no change to a
client’s investment or portfolio would be full regulated financial advice
and a suitability report would be required.
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Do suitability reports have to be issued before
conclusion of the transaction?
Yes. This applies to all investments/products and not just MiFID
instruments. This will mean before monies are invested, or funds
switched/rebalanced, suitability must be assessed and a suitability report
must be sent to the client. This would also be the case for advice to
‘hold’ an existing portfolio, as that advice would be deemed conclusion
of the transaction (under our interpretation of the Directive) and
therefore the report should not be issued retrospectively.
Disclosure
MiFID II brought with it a number of new regimes for disclosure
of charges and certain events. Again, like the suitability rules, it is
sometimes difficult to see the logic and benefit to some of these, but
the key fundamental difference between ‘disclosure’ and ‘suitability’ is
that, whilst the disclosure rules are clearly set out, it is difficult to know
how their application will be achieved.
It is over 12 months into MiFID II and we have not
sent ex-post disclosure. Does this mean we will be in
breach?
Firstly, MiFID II legislation is not applied retrospectively.
This annual disclosure applies from the date the investment was
implemented. Therefore, if you recommended an ISA on the
1st March 2018 and you provide an ongoing service the ex-post
disclosure would not be required until 1st March 2019. That is not
to say the platform/provider will be in a position to provide full expost disclosure come that later date.

My clients are invested into a Discretionary Fund
Manager (DFM)/Model Portfolio Service (MPS)
proposition but we are not the discretionary manager.
Does this mean there is nothing for us to do?
Sadly not. Whilst the rules do not apply to you directly, you will need
to check your agreement with the DFM/MPS. If you are acting as
‘agent as client’, this may bring with it some regulatory responsibilities.
The ‘agent as client’ agreement is to ensure the DFM/MPS can meet
the suitability requirements of managing the portfolio by relying on
the advice firm’s assessment of suitability for each client invested.
Since MiFID II, some DFMs/MPSs have extended this ‘agent as client’
duty to include the reporting of the 10% deductions. You should check
the agreement you hold with any DFM/MPS provider to determine
your responsibilities, to then carry out an internal assessment on how
you can meet any additional regulatory reporting requirements.
There is no prescribed template within the directive that should be
used for providing this communication. We would suggest, given the
sensitivity of the information, you should tailor this to each client (or
client category), taking account of their capacity for loss.
MiFID is a very broad and complex area and therefore it wouldn’t
be possible to cover every element or common question within this
article. Therefore, please do keep an eye on the Client website and our
regular compliance communications for more, and fuller, details. As
always, the compliance helpdesk are also on hand for any individual
questions, and their contact details are below.

For more information, please contact the compliance
team at technical@compliancefirst.co.uk
or on 0141 616 4161.
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SM&CR:
THE DAWN OF
A NEW ERA?
Mark Greenwood
D i re c t o r o f C o m p l i a n c e S e r v i c e s
The SimplyBiz Group
You will no doubt be aware of the forthcoming Senior Managers &
Certification Regime (SM&CR) but why is it being implemented,
what exactly is the SM&CR and what will the implications be for
your firm?
The origins of the regime came after the financial crisis, when
recommendations were made by Parliament that the FCA develop a
new accountability system that was more focussed on senior managers
and individual responsibility, and so the SM&CR was created. This
has been applied to banks, building societies, credit unions and
PRA-designated investment firms since March 2016 and, from 9th
December 2019, the FCA is replacing the Approved Persons Regime
(APR) with the SM&CR in almost all financial services firms. It is
worth noting that the FCA rules for smaller firms are designed to
be proportionate, this means the same rules that apply to banks and
larger institutions do not apply in the same way to the majority of
adviser firms.
So there is the history of the regime, but what exactly is its purpose?
Its aims can be seen in its core objectives:
• Restore confidence in the financial services industry
• Increase individual accountability, in particular at the senior
management level
• Raise the standards of governance
• Ensure firms and internal teams clearly understand and can
demonstrate where their responsibilities lie
• Evoke a cultural change within firms whereby internal teams and
individuals take personal responsibility for their actions
The overarching aim of SM&CR is to reduce harm to consumers
and strengthen market integrity by making individuals more
accountable for their conduct and competence.
We have covered the history and the purpose of SM&CR, but what
are the key considerations that your firm will need to think through
before the new regime comes into force on 9th December 2019, and
what are your responsibilities and duties when this regime goes live?
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IT IS IMPERATIVE TO
ENSURE THAT YOU HAVE
THE RIGHT PEOPLE REGISTERED
TO THE RIGHT ROLES BEFORE
THIS MAPPING EXERCISE
TAKES PLACE.
Prior to the regime coming into force on 9th
December 2019
You will need to ensure that you have the right people in the right
roles. The reason for this is that on 9th December 2019 the FCA will
‘map across’ your firm’s senior managers into the new regime.
It will only be senior managers who will be mapped across and this
will include the following:
• Directors – currently CF1 and to become Executive Director
SMF3
• Chief Executive – currently CF3 to become SMF1
• Partners – currently CF4 to become SMF27
• Compliance Officer – currently CF10 to become SMF16
• Money Laundering Reporting Officer – currently CF11 to
become SMF17
• Chair – Non-Executive Director – only the chairperson needs to
be registered where there is a number of NEDs, otherwise NEDs
do not require registering as a senior manager. This is a new role
to become SMF9.
Your firm will not need take any action in relation to this mapping
across exercise, the FCA will automatically carry this out. It is therefore
imperative to ensure that you have the right people registered to the
right roles before this mapping exercise takes place.

TEC HNICAL TALK

Your firm will also need to identify who your Certified Persons are
(this will not apply to sole traders with no other employees). These
persons will typically provide a customer function or functions that
require a qualification. Unless the person is a senior manager, they
will not be registered with the FCA. The roles applicable to certified
persons include:
• Investment Advisers
• Mortgage Advisers
• Pension Transfer Specialists
• any other person responsible for other certified persons (i.e.
supervisors).
SM&CR implementation and beyond
Under the regime, each senior manager will be allocated a
Statement of Responsibilities, Prescribed Responsibilities and a Duty
of Responsibilities.
There are five prescribed responsibilities listed in the FCA Handbook
and each (where relevant) must be allocated to a Senior Manager and
included within their Statement of Responsibilities.
A Statement of Responsibility is a single document held by each
senior manager and sets out what that manager is responsible and
accountable for and, whilst this will be FCA led, it will always be
specific to your firm.
A Senior Manager’s Duty of Responsibilities is to prevent or report
breaches in the area that they are responsible for.
If your firm has Senior Managers and Certified Persons already
appointed before 9th December 2019, you must assess and
demonstrate their Fitness and Propriety at least annually (before 9th
December 2020). This will include an assessment of:
• honesty, integrity and reputation
• competence under any T&C requirements
• financial soundness.

THE OVERARCHING AIM OF
SM&CR IS TO REDUCE HARM TO
CONSUMERS AND STRENGTHEN
MARKET INTEGRITY.
Part of demonstrating competence under Fitness and Propriety
will mean that your firm must hold evidence of knowledge and skills
through testing, file reviews, skills assessments and ongoing CPD, to
name just a few of the key areas.
We still expect further guidance to be published by the regulator in
the lead up to the new regime and as always, we will provide further
support, guidance and templates of our own to help you implement
this regime into your firm.
The following article explores the support that we will be offering to
help your firm adhere to the requirements of the new regime and, in
particular, how our T&C Service can support you with this now and
is being evolved to encompass new elements relating to SM&CR.

For more information on the Senior Managers and
Certification Regime, contact our technical team on
0141 616 4161 or at technical@compliancefirst.co.uk.
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SM&CR: HELP AND SUPPORT
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Ja n i c e L a i n g
Managing Director
Compliance First
As I believe is abundantly clear from Mark’s article (see page 20-21)
on the requirements and implications of the Senior Managers and
Certification Regime (SM&CR), there is an awful lot for principals
and firms to consider. Whilst December 2019 still sounds like it’s
fairly far away on the horizon of the year, I would encourage you to
remember how quickly 2018 galloped past us all, and urge you to
start thinking about SM&CR as soon as possible.
The SimplyBiz Group’s compliance and policy teams have been
taking a close look at the implications of SM&CR, how the new
regulation is likely to affect our Member and Client Firms and where
you are likely to most need our support and guidance. I’ve been
leading this project, and am pleased to be able to share with you an
overview of the support we’ll be providing over the coming months
to help you prepare for the regulation’s arrival in December, and to
keep on top of it in 2020 and beyond.

LARGER FIRMS, OR THOSE
WHICH HAVE A MORE COMPLEX
STRUCTURE, WOULD ALSO
BENEFIT FROM OUR BESPOKE
FIRM SPECIFIC SUPPORT.
Our support includes:
SM&CR Step-by-Step Guide: Released at the beginning of March,
this comprehensive guide will help you to create a framework for what
you need to do at various points to be ready for the Senior Managers
and Certification Regime. Whilst this isn’t a light-touch piece of
regulation, our aim, as always, is to make remaining compliant as
easy for you as possible.
SM&CR Senior Managers Seminars: We know that many of you
feel that you learn best in a face-to-face training environment, so
we will also be holding a series of events in which we’ll be covering
the regulatory nuts and bolts of SM&CR and the practical processes
and elements with which you’ll need to be familiar. You’ll leave the
event with a comprehensive understanding of the requirements of
SM&CR. This series of events will take place in Q2 2019.
Online Conduct Training: Of course, in these busy times, we want
to ensure that we’re offering support in the most efficient way for you
and your business. That’s why we’ll also be offering online training to
allow you to test and record your competency on the FCA’s Conduct
Rules, which you and your colleagues can undertake at any time and
any pace that suits you.

NO MATTER THE LEVEL OF
HELP YOU NEED TO MEET THE
REQUIREMENTS OF THE SENIOR
MANAGERS AND CERTIFICATION
REGIME, THE SIMPLYBIZ GROUP
WILL BE ON HAND TO PROVIDE
ALL THE NECESSARY SUPPORT.
Firm specific support: Larger firms, or those which have a more
complex structure, would also benefit from our bespoke firm specific
support. We will be offering a range of bespoke options to suit your
individual needs. One of our specialists will visit your office to work
with you to ensure your framework and timeline is accurate and
achievable, work with you to map your processes and help you create
a body of documents for recruitment and monitoring staff in line
with the new regulation.
Whilst we will be offering all the information and documents you
need to meet the regulator’s SM&CR requirements, we know that
some firms will choose more integrated or hands-on guidance, and
we will be offering a wide range of support options at a range of costs.
No matter the level of help you need to meet the requirements of the
Senior Managers and Certification Regime, The SimplyBiz Group
will be on hand to provide all the necessary support.
SM&CR has a lot of moving parts, some of which may initially
appear quite minor, however, we know that the FCA will be
approaching advisers’ adoption of regulation with a steely and
unforgiving gaze. Understandable, given the potential benefits that
both the sector and consumers will reap if SM&CR is successfully
embedded in the way they plan. Support will be available from the
Group at every step, addressing each of these elements, including:
• honesty/integrity questionnaires, credit and criminal record
checks and statements of solvency and financial soundness
• focussed skills assessments and file checks
• testing, and recording training and CPD
• ongoing support for bi-annual one-to-ones with staff.

Further details of our entire SM&CR proposition,
including the different levels of support you can choose
to suit your needs, will be available very soon. In the
meantime, if you need any further information on the
Senior Managers and Certification Regime, please don’t
hesitate to get in touch with our technical team on
0141 616 4161 or at technical@compliancefirst.co.uk.
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YOUR ONE-STOP-SHOP
FOR NEWS AND VIEWS

The Product NewsHub is THE place to go for all the latest news, insight and product information
from our provider partners - and it's all at your fingertips.
At the start of this year, we launched your
‘new look’ Product NewsHub. Visiting
this area of the website regularly means
you are kept up-to-date across all areas of
investments, retirement and protection, all
in one, easy to navigate location. The changes
we have made make it quicker and easier
for you to find the information you need,
either by product or by provider, whichever
you choose.
The new cleaner lines make navigation
easier and we’ve pulled as much content
as possible into this one area, including
industry expert videos, to provide you
with a single point of focus. The increased
functionality that comes with the revised
Product NewsHub will help support your
advice more efficiently, allowing you to
access the information you need more
quickly, therefore spending more time in
discussion with your clients.
Visit www.productnewshub.co.uk
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New home page – get to the section you want straight away, plus see the latest news and
videos from across the site.

ADVISER MATTE RS

New look news page – filter by product area to quickly see the news
of interest to you

Easier to find specific product information – filter by type of
product, or by provider, to easily get the information you need

Videos now available in the PNH – no need to go elsewhere to
watch industry experts discuss the latest news and updates

Provider product information and updates at your fingertips

We hope you agree that these changes make the Product NewsHub
easier to navigate, and even more useful resource for you to help
support your clients.
As ever, we’d love to hear your feedback, so let us know what you
think by emailing marketing@simplybiz.co.uk

Take a look at the Product NewsHub today,
visit www.productnewshub.co.uk
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JOIN THE
REVOLUTION
Michael Basi
Chief Executive Officer
Onvestor
Onvestor’s revolutionary, lower-value client solution is rapidly being adopted – and now processing
more than 1,000 clients a week
A problem solved

The lower-value clients that you can no longer prioritise or
economically service can now be converted into real business value
by partnering with Onvestor.
Onvestor is uniquely configured to handle large volumes of clients
at scale – offering a full advice service, but in a highly-efficient way
using an array of digital technologies and streamlined processes. This
allows revenues to be realised across multiple product areas at a low
operating cost level – generating top-line income that is shared in
perpetuity through a very straightforward joint venture agreement.
This fully-contracted income you can either take as income
ongoing or convert to capital as perhaps part of a broader business
exit strategy. The choice is yours.
Effortless activation

Partnering with Onvestor is easy. It begins with you deciding
which of your clients you’d like to hand over to us and sending us
their details.
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ONVESTOR IS UNIQUELY
CONFIGURED TO HANDLE
LARGE VOLUMES OF
CLIENTS AT SCALE –
OFFERING A FULL ADVICE
SERVICE, BUT IN A
HIGHLY-EFFICIENT WAY.
We’re real-world people, and not demanding of perfect data in
you doing this. In practice, we work with everything from Excel
spreadsheets upwards – knowing we can quickly make sense of
the information...firstly because we’ll fully clean it so it’s entirely
up-to-date, and secondly because we’ll take every client that opts in
to our service through a full fact find to get a complete picture of
their situation.

ADVISER MATTE RS

Client communication is bespoke for each firm, but once agreed
with you, it’s managed entirely by us. We use multiple media (mail,
email, phone) to contact each client, and both an inbox on your
domain and phone number with your local area code to manage
all inbound communication traffic (so avoiding the perception that
your clients have been unsympathetically ‘passed elsewhere’).
Clients opt in to our ‘new world’ one-by-one in a fully GDPR/
MiFID-compliant way. Those that don’t (after a month of trying) are
sent a special delivery letter confirming discontinuation of your advice
service. We then let you know who these people are, enabling you
to then contact product providers and switch off trail commission.
This then future-proofs you from any claims associated with service
under-delivery versus fees charged – a scenario we see as commonplace,
as the focus of the PPI claims industry almost inevitably moves to the
broader financial advice market later this year.

Superb client experience

In delivering a compelling solution for advisers, clients have not
been forgotten. We’ve made opting in to the service very simple,
the fact-find is a mix of self-completion online questionnaire and
interactive conversation, and we deliver at the end of it a free,
comprehensive 20-page financial review that then forms the basis
of our dialogue with them.
A different sort of business

In this short overview, we hope you get a sense of what is almost
certainly a very different sort of business to your own. Not many
advice firms in the UK can onboard the number of clients we can,
nor do they have the operational know-how to serve clients the way
we do. We’re very happy to be running the business we run, and
are keen to help liberate you to run the business you want to run.

No cliff edge

We’re sensitive to any potential loss of income for you through
this transition and guarantee, therefore, that the income you receive
from the clients you send us in the 12 months after they opt in, will
be as a minimum what you received from them in the previous 12
months. This provides a useful buffer as we build up client income.
Watch your revenue grow

As easy as activating your relationship with Onvestor is monitoring
it – with the status of each client and the revenue accruing from
them visible at all times online, through our app or in regular email
updates. We’re 100% transparent in all that we do.

If this sounds like a service that your firm could
benefit from, then please get in touch with us on
020 3865 8000. We work with firms of all sizes
and situations across the UK, and would be delighted
to explore what we could do for you.
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SIMPLYREFER: HELPING
YOU MEET ALL YOUR
CLIENTS’ NEEDS

For those of you not familiar with our new tailor-made referral
panel, SimplyRefer was created last year to help you with those
cases you either can’t (or don’t want to) deal with. You may not hold
the relevant permission or qualifications in a certain area to offer
the service your clients need, or you may just not have enough time
or resources to devote to a particular case.
With more and more advisers now choosing to provide a fully
holistic service, we know it can be difficult when you cannot
provide a specific service that you believe would be the best course
of action for your client.
This is where the SimplyRefer panel can help.
Our referral panel can help you to provide a full and complete
service to your clients by taking on the cases that you can’t, by
offering you access to a wide range of additional services and
partners who specialise in various business areas including:
• Later life lending
• Care funding advice
• Pension transfers
• GI and commercial insurance
• Retirement income planning
• Protection and private medical insurance
• Secured loans
• Estate planning, will writing and probate
• Junior ISAs
• Lending solutions including conveyancing services, large mortgage
loans and debt management
• A complete service for lower-value clients
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Not only can our chosen referral partners offer your clients their
specialised advice and services, but in most instances you will still
earn a fee for the case. What could be easier? Your client receives the
service they need and you are free to focus your time and attention
on other areas.
Continued growth

We continue to expand our panel, including launching new
pension transfer partners that bring with them a wealth of
experience and expertise, and can help you to deal with the high
demand that is currently being seen in this area.
We have also added a brand new business area to the panel for
those advisers who may need some assistance with the ongoing
servicing requirements of lower-value clients. Having spoken with
many of our Clients, it has become evident that there are a number
of clients that advisers have on record who are simply no longer
viable to service. Our newest partner, Onvestor, allows you to
pass on these clients, safe in the knowledge that they will receive
a reliable service from a trusted firm, whilst providing you with an
ongoing revenue stream.

For full details of the services and partners available
via SimplyRefer, visit the Propositions area of the
Compliance First Client website.
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FIVE GOOD
REASONS
TO OFFER
BETTER
PROTECTION
Katya Maclean
Pr o p o s i t i o n D i re c t o r
Guardian Financial Ser vices
There are many reasons why you might want to consider using us
to protect your clients. Here are five of the best.
Our clear critical illness definitions give your clients
certainty

Using this reserved cover, you can increase their Life Protection
or add – or increase – Critical Illness Protection anytime within the
first 27 months, on the same terms, just by answering a few simple
questions.

We’ve used language that’s easy for you to explain and for your
clients to understand. This way, your clients will be clear about
what they’re buying, so that when they come to make a claim, they
won’t need to worry about not meeting the definition. And we
won’t need to disappoint them because they’ve not had a ‘serious
enough’ heart attack for example.
But we’ve not just made the wording in our definitions as
simple as we can – for as many conditions as possible, we take the
confirmation of a UK Consultant rather than asking for detailed
medical evidence. They’re the experts, after all.

We include Premium Waiver at no extra cost, for
everyone

Payout Planner means no more probate delays

Our dual life option keeps policies separate so couples
are better protected

Probate can delay a payout from reaching the family when they
need it most. Placing policies in trust is one way to avoid this of
course, but trusts are complex and time-consuming to set up.
Payout Planner allows your clients to nominate up to 9
beneficiaries easily when they apply – and update them anytime.
This means any payout bypasses probate and goes straight to loved
ones without delay.
Reserved Cover makes increasing or adding new cover
effortless

Setting up home is expensive, which means the price of protection
is a barrier for many people when you add it to the cost of moving
and the monthly mortgage repayments. Because of this, most
people protect their mortgage with life cover alone, so they have no
protection against the bigger risk of critical illness.
However, we automatically reserve cover for your clients, when we
can, above and beyond what you ask for. This makes it easy for your
clients to get the protection they can afford today, and increase it
tomorrow when they’re better able to afford it.

Waiver of premium is usually an optional add-on which means if
your clients don’t take it, they could quickly find their premiums
become a burden when they can least afford them.
However, with us, Premium Waiver comes as standard – at no
extra cost – regardless of age, occupation or activities. So if we offer
someone cover, they automatically get waiver. And we not only
waive premiums if they’re too ill to work, we also waive them for up
to 6 months after they have a baby or if they lose their job.

Usually, if a couple apply for cover together and one claims, the
other is left uninsured.
Our dual life approach, on the other hand, gives both of them
their own individual cover, at a discount. This means that if one
claims, the other is still covered. And if their relationship ends, their
cover doesn’t because their policies are separate.
We only offer dual life because we don’t believe joint life policies
are fair.

These are just five good reasons to consider our cover.
But there are plenty more, because we’re always
looking for a better way. Discover more at
guardian1821.co.uk/advisers. Together, we can
deliver better protection for your clients.
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IS IT ALL
ABOUT THE
PRICE TAG?
As we all know, there are many misconceptions around what today’s
high net worth customer actually looks like, and therefore it can be
even harder to establish what they need when it comes to insurance.
Typically, a high net worth customer is deemed to be a person living
in a very large property, driving expensive cars, owning artwork and
antiques, whilst wearing designer clothes and, the inevitable clue, the
easily identifiable branded watch. But this is all so often not the case.
This misplaced perception is due, in part, to the language and
marketing previously used to promote high net worth products and,
in many cases, it only serves to alienate customers from products that
will better meet their needs. Or indeed cause them to never recognise
that they are a true high net worth customer in the first place.
It goes without saying that underinsurance is a challenge within the
home insurance market, and this concern is even more prevalent in
the high net worth market. To highlight this fact, we would like to
engage you with a recent case study which revealed a rather alarming
void between the original cover levels and the sums actually required.
Mr and Mrs Donewell are parents and the owners of a substantial
family home in the desirable location of Henley-on-Thames. When
seeking cover for this home, they commented that the building sum
insured was £1M, along with contents at £53K, with little or no
requirement for personal possession, such watches and jewellery etc.
In conversation with the team at Couture, it quickly became clear
that little consideration had been given to the true value of both
buildings and contents, and it was suggested that a review would be
a prudent decision.
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UNDER INSURANCE IS
A CHALLENGE WITHIN
THE HOME INSURANCE
MARKET, AND THIS
CONCERN IS EVEN MORE
PREVALENT IN THE HIGH
NET WORTH MARKET.
Fortunately, Mr and Mrs Donewell were in agreement that the
previous estimates were well overdue and with expert assistance from
the Couture team, along with an extremely helpful underwriter, the
sums insured were calculated as follows:
• Buildings insurance increased from £1 million to £1.5 million
• Contents insurance increased from £53K to £250K
• With 3 children now studying away from home, the previous
cover gave no automatic provision for possessions whilst at
University. With the revised cover each child is now covered
whilst away.
• Cover for jewellery and watches was put in place and correctly
covered at £58K
• An item that hadn’t previously taken into consideration was an
extensive wine collection which was then subsequently fully covered

MORTGAGES, PROTEC TION AN D G I

(A useful tip is that as a rule of thumb in the insurance industry, it
is generally accepted that the minimum contents sum insured should
be no less than 15% of the buildings value.)
Whilst there was an uplift in the premium presented, the client
has taken significant steps to protect their assets amassed over many
years, whilst additionally ensuring that their children’s possessions
remain fully covered whilst away from their home.
We know that high net worth individuals are a broad church,
and that they range from young professionals just starting out in
the world after education, going all the way through to successful
business people or the affluent retirees
They often live in a high quality suburban homes, rather than the
expected country mansion and will invest in these homes by way of
quality renovations and modernisation, high end kitchens and fittings
such as bi-fold doors, state of the art tech and, where applicable, wellmanicured gardens.
The Couture team has spent many years working with the
customer to ensure we not only source a competitive premium for
your client, but we also work with your client to ensure they give
due consideration to their overall insurance requirements, not just
basing a decision around a cheaper premium. This type of insurance
is something that you never know how much you would miss it until
it is gone – and by then, it’s too late.

After all, and if we reflect back on the experiences of Mr and Mrs
Donewell, the saving of a few pounds would be rather insignificant
at the time of a claim if underinsured by £500K for buildings and
£200K for contents. Underinsurance can also make an insurance
policy invalid.

To learn more, visit the website www.geniusgi.co.uk:
or call 01273 407775. Here you can register to manage
client requirements yourself, or select the easy option
and refer clients on to the expert Couture team who
will look after your client and fully assess
their requirements on your behalf.
I S S U E 9 SPRING | 3 1

MO R TG AG E S, PROT ECT ION AND GI

ALL NEW PROTECTION HUB...

...to support the new SimplyProtect proposition and your protection sales

If you’ve visited the Protection Hub on the Client site recently, you
may have noticed it’s looking a little different. We wanted to make
sure that the information you need is always just a few clicks away, so
we’ve refreshed and improved this area of the site.
Our brand new Protection Hub contains all the protection
information and support you need in one, easy to navigate, location.
All areas in the Protection Hub are now clearly signposted, getting
you where you need to go faster, as well as giving you previews of the
latest protection news and developments, plus access to all our past
protection-related publications. To help protection advisers achieve
the required 15 hours of CPD, we’ve expanded our training area to
include access to relevant protection events as well as links to both
structured and unstructured industry training.
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TO HELP PROTECTION
ADVISERS ACHIEVE THE
REQUIRED 15 HOURS OF
CPD, WE’VE EXPANDED
OUR TRAINING AREA.

MORTGAGES, PROTEC TION AN D G I

For clients with a difficult set of circumstances, where you feel
it might be a challenge to provide them with the right level of
protection, then why not take a look at the Specialist Underwriting
area to see if there is a provider that is suitably positioned to be able
to provide support?
The Tools and Support area is home to all the key contacts, research,
marketing and sales material that will help you at each stage of the
protection advice process, as well as Provider Health Conditions
Criteria to Whole of Life Vs Over 50s Plans and much more.
You will also find our recently revised SimplyProtect area, which
sees the addition of two new providers - Aegon and The Exeter
– to the provider panel, bringing the total number of partners to
an impressive 10. We’ve also updated the commission rates that
you could be earning when you place protection business with one
of our SimplyProtect partners. If you write protection business,
then it’s highly likely that you will be placing those cases with providers

that are partners of SimplyProtect. If you have not yet registered as
user, then you may be losing out on additional income offered by the
enhanced commission rates available through SimplyProtect.
Remember:
• There is no cost to becoming a SimplyProtect user – it's free
to register and, in doing so, you will gain access to the panel’s
enhanced rates
• There is no change in your business processes - just go about
your business in the same way and, when you find the product
that meets your clients’ needs, just place that business in the way
you would normally. If one of the panel’s ten providers can’t help
with your requirements you can obviously still place business
elsewhere.
• There is no impact on your client’s premium. It’s our size and
scale that brings you the enhanced commission rates
• Your independence is not affected.

Meet your 2019 SimplyProtect partners

If you’ve not yet registered, you can contact the agencies team on 01484 439133
or email agencies@simplybiz.co.uk to get started. Visit the Mortgages, Protection & GI
tab on the Client website for further information.
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NEW

EXCLUSIVE
CONVEYANCING
PANEL

PROVIDES MORE
THAN YOU THINK
Support solutions for:

Lending General Insurance Protection









LENDING

COMPLIANCE

GENERAL INSURANCE

TOOLS & TECH

High street to complex
solutions

Dedicated compliance
hub and specialist
policy support

Referral partners

For speed efficiency
and accuracy

Secured Loans

B&C providers
Landlord

Specialist and retirement
interest only mortgages



Including free software for
sourcing mortgage, GI and
protection solutions
(Subject to achievable min cases)



PROTECTION

SUPPORT

EQUITY RELEASE

GOT A QUESTION?

Payment Protection

MIP team to support
you with Mortgages
Insurance and
Protection

Referral partners and
legal support

Support provided for
almost 25,000 queries
each year. Ask yours?

Access to protection
specialists for Life CIC
and Income Protection

Want to know more?
To find out more visit www.simplybizmortgages.co.uk or get in touch via mortgages@simplybiz.co.uk
Tel: 01484 439160 | Fax: 01484 439101 | SimplyBiz Mortgages Ltd, The John Smith’s, Stadium Way, Huddersfield HD1 6PG
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RESPONSIBLE INVESTMENT:
PREPARING FOR THE
FUTURE OF FINANCE
B e n Pa l m e r
In v e s t m e n t D i re c t o r a n d He a d o f R e s p o n s i b l e In v e s t m e n t R e s e a r c h Te a m
Brooks MacDonald
Many people want to support a sustainable, greener, cleaner future.
Cycling instead of driving, and reducing our use of plastic bags and
disposable coffee cups are decisions that we make on a daily basis,
without compromising on quality. When it comes to investment, we
believe likewise that investors should not need to compromise their
future returns in order to invest responsibly.
A growing trend

Responsible investment is an exciting and growing area of finance,
and the demand for investment solutions from both institutional and
retail investors has increased. According to research by Greenwich
Associates, 96% respondents consider ESG (environmental, social
and governance) investing to be a long-term trend, and 67% expect
an increase in 3-year demand. We believe this trend will strengthen;
there is a greater and more vocal appreciation of global sustainability
challenges, coupled with a realisation that action needs to be taken.
At a government and supranational level, support for sustainability
solutions and innovation has created a positive backdrop for businesses
with good corporate practices and sustainable operations, and in some
cases has begun to penalise those businesses that lag behind.

Source: data: Eurosif 2016 European SRI study. Chart: Brooks Macdonald

Incorporating responsible objectives

In order to turn aspirations into reality, advisers should establish
clearly what their clients’ responsible investment objectives actually are:
is the aim, for example, to avoid certain sectors, or is it to take an active
stance in supporting companies with strong sustainability credentials?
Some clients may have very strong beliefs which mean that they want
to avoid investment in particular sectors, but many clients will not be
bound by specific restrictions, which means that defining a responsible
investment objective could be more directed more towards positive
support of, for example green energy, rather than negative screening.
Understanding the potential differences of the responsible investment
funds in question compared to standard funds, in terms of risk and
return profile, is also crucial.

What’s in a name?

Assessing responsible investment credentials can be a challenge, as
there is often an element of subjectivity. There are many variants of
responsible investment, with a correspondingly long list of names,
including ‘Sustainable’, ‘Ethical’, ‘Impact’ and ‘Socially Responsible
Investing’, each of which may mean something different to each
fund manager. A flourish of new responsible investment indices
leaves investors on the one hand spoilt for choice, but on the other,
potentially overwhelmed. The sheer number of different opportunities
is one reason why agreeing on specific ESG objectives is so important
for investors.
The future is green

Responsible investment is gaining traction as investors seek to
broaden their objectives to incorporate sustainable values. A thorough
understanding of clients’ investment and ESG goals, in addition to
those of the investment vehicles under consideration, is an essential
step. At Brooks Macdonald, we think that responsible investing
has an important role to play in the future of finance, and that in
pursing sustainable investment goals, investors should not have to
compromise on returns.

Find out more about our Responsible Investment
Service www.brooksmacdonald.com/investmentmanagement/responsible-investment-service
1 Greenwich Associates ESG Product Research: Participant Give-Back Europe 2018
This document is intended for professional advisers only and should not be relied upon by any
persons who do not have professional experience in matters relating to investments.
The value of your investments and the income from them may go down as well as up and
neither is guaranteed. Investors could get back less than they invested. Changes in exchange
rates may have an adverse effect on the value of an investment. Changes in interest rates may
also impact the value of fixed income investments. The value of your investment may be
impacted if the issuers of underlying fixed income holdings default, or market perceptions of
their credit risk change. There are additional risks associated with investments in emerging or
developing markets.
The information in this document does not constitute advice or a recommendation and
investment decisions should not be made on the basis of it. This document is for the information
of the recipient only and should not be reproduced, copied or made available to others.
Brooks Macdonald is a trading name of Brooks Macdonald Group plc used by various companies
in the Brooks Macdonald group of companies. Brooks Macdonald Asset Management Limited
is authorised and regulated by the Financial Conduct Authority. Registered in England No
03417519. Registered office: 72 Welbeck Street London W1G 0AY. More information about
the Brooks Macdonald Group can be found at www.brooksmacdonald.com.
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A TROUBLED
MARRIAGE
TO TECH
Bill McQuaker
Po r t f o l i o M a n a g e r
Fi d e l i t y Mu l t i A s s e t O p e n ra n g e
For over 25 years now, investors have been faced with the ups-and-downs of the technology
sector. 2018 was no exception and investors are now asking if this is the end of the tech trade.
However semiconductors have become such an integral part of our lives that it is clear the tech
story is not going away. Investors are married to it, whether they like it or not.
It all started with irrational exuberance

The “dot-com” boom and subsequent bust in the late 90s and early
2000s, best characterised by the now popular ‘irrational exuberance’
phrase coined by Federal Reserve Chairman Alan Greenspan, is the
clearest example of the volatile relationship investors have had with
tech stocks. More recently, the sector’s relatively modest fall from
grace after driving broader market returns in 2018 has certainly
rankled investors, but it has been a far cry from the fire-sale of 2000.
However, the tech story is broader than just the extreme valuations
of anything with ‘.com’ in the name back in 2000, or the visions
of Zuckerberg and Bezos today. Underpinning the story is the
technology of semiconductors, and the direction of this technology
is at least as important for the tech sector in the long-term as the
latest trends in Instagram marketing.
Semiconductors are the building blocks for 21st century
growth

The importance of semiconductors is easy to overlook, as we see
the end result of their use rather than the physical object. But they
are key components in the electronic devices which form an integral
part of our daily lives. Put most simply, it is the advancement in
semiconductor technology that is responsible for all of us having a
supercomputer in our pockets at all times.
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This rapid advancement in the technology was predicted by
Gordon Moore of Moore’s Law fame, who posited that the
components on an integrated circuit would double every two years.
This was something of a self-fulfilling prophecy for the industry,
and made research and development spending in the sector
generally more predictable. But as it usually does, physics is getting
its revenge. The ability of the silicon age to progress exponentially
is fading. Machine learning is emerging as a ‘new frontier’, but its
potential has yet to be proven.
Semiconductors are often referred to as the building blocks
for growth in the 21st century, much like steel’s integral role in
industrial production beginning in the late 19th and 20th century.
But just as steel didn’t have solely commercial applications, and
allowed for the industrialisation of warfare, there is a disquieting
side to semiconductors as well.
The other side of the semiconductor story

While news headlines on the US/China trade wars often focus on
US President Donald Trump’s tweets, rotting soybeans, and iPhones,
we should not forget the newest semiconductor technologies will
likely underpin a revolution in military affairs characterised by
robotics and the internet-of-things.
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IT IS CLEAR THE
TECH STORY IS NOT
GOING AWAY, AND
INVESTORS ARE MARRIED
TO IT, WHETHER THEY
LIKE IT OR NOT.
While battling China is increasingly synonymous with Donald
Trump, the bipartisan nature of this dispute is evidenced by one of
the Obama administration’s parting shots in January 2017. A report
by the President’s Council of Advisors on Science and Technology
argued for the continued US leadership in semiconductors for both
economic and national security reasons, in the face of Chinese plans
to expand their capacity, “motivated by economic and nationalsecurity goals.”1 Current Chinese semiconductor technology is not
state of the art, but upscaling their productive capacity is a key
component of their lofty China 2025 plan, which the US has taken
issue with. All this speaks to the true nature of the trade dispute: it
is not just Trump and the Republicans, it is not just about the trade
deficit, and this is not going away anytime soon.

At this juncture, investors are asking if this is the end of the tech
trade. Given the long memory of investors scarred by the ‘dot-com’
bust, and the strong upward march of US tech stocks since mid2017, it makes sense to ask that question, especially given the large
weighting of technology stocks in major indices. But it is clear
the tech story is not going away, and investors are married to it,
whether they like it or not.

For further information and insight,
please visit professionals.fidelity.co.uk
Important information
This information is for investment professionals only and should not be relied upon by private
investors. The value of investments and the income from them can go down as well as up and
clients may get back less than they invest. Past performance is not a reliable indicator of future
returns. Investors should note that the views expressed may no longer be current and may
have already been acted upon. These funds use financial derivative instruments for investment
purposes, which may expose the funds to a higher degree of risk and can cause investments to
experience larger than average price fluctuations. These funds invest in overseas markets and
so the value of investments can be affected by changes in currency exchange rates. There is a
risk that the issuers of bonds may not be able to repay the money they have borrowed or make
interest payments. When interest rates rise, bonds may fall in value. Rising interest rates may.
Reference to specific securities should not be construed as a recommendation to buy or sell these
securities and is included for the purposes of illustration only. Issued by Financial Administration
Services Limited, authorised and regulated by the Financial Conduct Authority. Fidelity, Fidelity
International, the Fidelity International logo and F symbol are trademarks of FIL Limited.
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PERSPECTIVES ON INCOME

Scott Spencer
In v e s t m e n t M a n a g e r
BMO
In a world in which many traditional sources of yield are failing
to deliver the goods you have to look harder for income - and
diversification is key.
The days of the UK stock market dominating global dividends are
long gone and income seekers are well advised to take a worldwide
perspective when looking for yield. Our portfolio’s equity income
exposure has become a lot more geographically diverse in the years
since its launch in 2007 – a trend that reflects challenges at home, but
perhaps more importantly, the broadening income opportunity set.
Land(s) of the rising dividend

It’s not that long ago that we introduced our first dedicated emerging
markets equity income fund – an addition reflecting the fact that
emerging markets are now more than just a growth play. Of course,
selectivity is key and managers need to carefully pick companies with
the right cash flow profile and a progressive dividend policy. Dividends
have certainly taken on greater importance in Japan – historically a
country lacking the conditions and mind-set associated with sustainable
equity income. That’s changed with Prime Minister Abe’s ‘three arrows’
and the greater emphasis being placed on corporate governance and
shareholder-friendly practices.
Shifting from growth to income

Diversification of income is also key from a sectoral perspective.
Historically, equity income portfolios have been heavily biased towards
the likes of the utilities, telecoms and consumer staples sectors. The
US stock market illustrates how the situation has changed. The tech
sector was once a hunting ground for growth, but is now home to
cash rich giants capable of paying attractive yields. But do these
overseas opportunities make UK equity income a redundant concept?
Thankfully not, but given the valuations among many income stalwart
‘bond proxies’, and the lack of yield from the likes of the banks post
the financial crisis, it is important to focus on opportunities that reflect
a ‘changing of the guard’. That may mean selecting managers focussed
down the cap scale, or selecting those seeking companies and/or sectors
where dividend payments may be set for a renaissance or improvement.
Avoiding fixed thinking in fixed income

Fixed income is an important component of our income strategy –
here, again, a broader perspective and diversification stand to the fore
of our thinking. Nowadays it is almost a given that you need to look

beyond government bonds for income, but when doing so, it is critical
that you know and understand the risks you are taking in return for
higher yield. In fact, our recent review of the fixed income space and
our holdings served to underline the importance of this focus. Time
and again, managers spoke to us about a deterioration in the quality
of the covenants between issuer and bond holder. Failing to adequately
understand and factor in a bond’s provisions can provide a painful
lesson, which is why we are keen to ensure we favour managers that
really get to grips with individual issues and the underlying assets in
which they are investing. These ‘assets’ can vary hugely – a supermarket
operator may issue credit secured on its properties (real assets), whilst
investors in an issue from a pub operator may simply be buying into an
income stream driven by bar takings – a potential ‘glass half empty’ if
the company begins to struggle.
Alternative locations

Property is a mainstay of many income portfolios, but even in an
asset type favoured for its reliable income delivery, it can be beneficial
to take a broader view. Our property exposure currently includes a
fund investing in student accommodation that allows us to tap-into
the imbalance in supply and demand for student housing in areas like
London. We also invest in a holiday park operator that has proven to
be a resilient performer in difficult times – performance that stood in
marked contrast to more mainstream property options. Diversification
of yield can also be enhanced by the numerous ‘income alternatives’
now available and, with the right research capabilities, it is possible to
identify opportunities in areas such as asset lease financing, peer-topeer lending and aircraft leasing.

To find out more, visit www.bmogam.com/gb-en/
intermediary/capabilities/multi-manager/
Key risks
The value of investments and income derived from them can go down as well as up as a result of
market or currency movements and investors may not get back the original amount invested.
Views and opinions have been arrived at by BMO Global Asset Management and should not
be considered to be a recommendation or solicitation to buy or sell any products that may be
mentioned.
© 2019 BMO Global Asset Management. All rights reserved. BMO Global Asset
Management is a trading name of BMO Asset Management Limited, which is authorised and
regulated by the Financial Conduct Authority.
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THE SCIENCE BEHIND
YOUR ADVICE

Dan Russell
M D , S i m p l y B i z In v e s t m e n t S e r v i c e s
C h a i r o f S I S In d e p e n d e n t In v e s t m e n t C o m m i t t e e
The SimplyBiz Investment Services Independent Investment
Committee was established in 2018 to coincide with the launch of
Centra, our end-to-end financial planning system.
I am proud to announce that Andy Green, CIO of Hymans
Robertson, is joining the Investment Committee, bringing with
him the significant research and asset allocation capability of
Hymans Robertson.
As I'm sure you may know, the Investment Committee has two
primary tasks:
1. To set, monitor and manage the strategic asset allocation for
each of the risk profiles within Centra.
2. To monitor the criteria for the Complete Centralised Investment
Proposition.
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The current IC team includes some of the leading names in
investment research and due diligence in the UK, including:
• Pan Andreas, Head of Research at Defaqto
• Ken Rayner of Rayner Spencer Mills Research
• Chris Fleming, Director of Investment Services at Square Mile
Research
• Rory Percival, Former Technical Specialist at FCA
• Gary Kershaw, Group Compliance Director, The SimplyBiz
Group
We publish the minutes of these meetings, along with all
supporting documentation, ensuring you have a clear picture of
how the committee is working for you and your clients.
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Andy's appointment to the Investment Committee will make use
of Hymans Robertson’s well proven economic scenario generator
and capital markets assumptions, ensuring the underlying
calculations about volatility, predicted returns and correlations of
asset classes are best of breed.
Using these models will enable the IC to produce and test
optimised strategic asset allocations for clients’ risk profiles, with
enhanced commentary and supporting documentation for use
within your own research and client communications
We also have some exciting plans coming up over the next few
months; in 2019, we will create strategic asset allocations designed
to deliver specific income goals, giving advisers the chance
to differentiate the investment strategy of accumulation and
decumulation clients. This will be based on Hymans Robertson’s
deep understanding of the UK pension landscape.
In addition, we'll be working with manufacturers to align funds
and model portfolios with the strategic asset allocations, helping
advisers and clients by creating a supply chain of solutions optimised
to deliver within the parameters of your advice process

WE WILL CONTINUE TO
PROVIDE A ROBUST,
METHODICAL PROCESS
FOR THE CREATION OF
OUR ASSET ALLOCATIONS.
So, why are we adding Andy Green, and Hymans Robertson, to
the team?
Well, as CIO at Hymans Robertson, Andy is at the helm of one of
the foremost investment advisory businesses in the world with over
850 specialist colleagues. Hymans Robertson may be a new name
to some of you, as it works in the institutional investment market,
so to offer a quick introduction:
• Hymans Robertson advises 39 out of the top 50 pension
schemes in the UK, including:
•
•
•
•

Tesco
M&S
Virgin Money
Intel

• Scottish Power
• AstraZeneca
• Axa

• It has over £250bn of assets under advisement
• Its Economic Scenario Generator is a model proven over many
years, and different market cycles
• With deep specialism in the management of DB pension
schemes, it is uniquely placed to provide great insight into
the longevity, income and risk challenges faced by clients of
advisers who require income in retirement

What happens next?

Well, this is an evolution of our existing strategic asset allocation
process, not a revolution. Andy Green will join the Investment
Committee going forward and we will consider the new inputs of
the Hymans Robertson modelling capability. The asset allocations
will evolve over time to reflect these capital markets assumptions
and scenario outcomes.
As such, it will be business as usual for the Investment Committee
and the advisers who rely on us. We will continue to provide a
robust, methodical process for the creation of our asset allocations.
We look forward to enhancing this process, and sharing more and
more compelling information about this process with advisers.

To find out more about Centra and the Independent
Investment Committee, visit the Client website,
call 0808 124 0000 or email
investmentservices@simplybiz.co.uk.
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DEVELOPING ALL
WEATHER SAAS

Andy Green
C h i e f In v e s t m e n t O f f i c e r
Hy m a n s R o b e r t s o n
A Strategic Asset Allocation (SAA) should act as the central investible
benchmark for any investor’s set of objectives. Whether looking at
setting the SAA for a pension fund or an individual’s own investments,
objectives are framed through a combination of required return,
tolerance for risk over the period of investment, and the need for
income or simply a focus on growth.
We have provided SAA advice to pension funds with combined
assets over £250bn, but the needs of each fund differ. Similarly
members within defined contribution plans and individuals have
differing objectives.
What should SAAs incorporate?

All SAAs should have a number of features:
• They should be durable – it is a long-term allocation not trying
to reflect short-term market gyrations (although entry price
does of course matter)
• They should be robust – the models behind the derivation
of SAAs should not be dependent upon a single economic or
market outcome.
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A STRATEGIC ASSET
ALLOCATION (SAA) SHOULD
ACT AS THE CENTRAL
INVESTIBLE BENCHMARK
FOR ANY INVESTOR’S SET
OF OBJECTIVES.
• They should have sufficient diversification – aligned to the
above point, SAAs should have an element of ‘suitable for all
weather’ about them, for a given level of risk.
• They should be investible – theoretical SAAs may be good for
academics, aren’t very helpful for investors.
• They should reflect costs – what may seem like a great
investment idea may look less good if the implementation and
fees are too high. Investors only get the net returns.

INVESTM E N TS

How should you build SAAs?

In establishing the SAAs, we use a combination of quantitative
input and qualitative overview. We believe it is important that the
quantitative models which support the generation of the SAAs use
robust, well documented, evidence based techniques. Our view, is that
models should account for a combination of forward looking analysis,
accounting for multiple potential future economic scenarios to avoid
path dependency, as well as making reference to historic evidence and
data series. Those that place too much reliance on recent history have
often been shown to be misleading, both as to the quantum and types
of risk that investors face. Deterministic backward looking techniques
are most challenged by the fact that they tend to build-in an assumed
continuation of recent trends (levels of market valuation, volatility,
correlations between asset classes etc.) which may, in reality, be unlikely
to continue.
However, quantitative model outputs should not be relied upon in
isolation. Pragmatic oversight is required, calling on an understanding
of model limitations, a deep understanding of the asset classes involved,
and the practical considerations surrounding the investible universe
and access for investors – particularly relevant for retail investors where
some of the products used in the institutional market, particularly
private markets, are not readily available.

SAAS ARE GOING TO
PLAY AN INCREASINGLY
IMPORTANT ROLE
IN SECURING GOOD
CUSTOMER OUTCOMES IN
THE ADVISED UK RETAIL
SECTOR.
A feature that will cause some variation in optimal SAAs, is time
horizon. The shorter the time horizon of investment, or holding period,
the less chance there is to ride out peaks and troughs, and therefore the
greater focus there is likely to be on the starting price of assets. This
can be accommodated within sophisticated models, as can the need
to meet income needs of clients. In designing SAAs for pension funds
that have negative cashflows – akin to decumulation or in-retirement
strategies – we are mindful of the need to avoid being a forced seller
where possible.
How to implement SAAs

Turning to implementation, although the choice of building blocks
or neutral benchmark used within SAAs may be less important that the
core asset allocation decision, it is still very important.
An example would be when considering the equity portion of the
SAA. Traditionally, the SAA allocation assumes market cap-based
regional building blocks. However, there are issues around levels
of concentration in market cap-based equity indices - the so called
FAANGs represented 13.4% of the US market at 30 September
last year. The range of equity solutions and products has grown over
the past decade, with the emergence of ‘factor based’ or ‘smart beta’
investing as an alternative to traditional market cap-based passive
investment approaches.

Equity factor investing can be used in a systematic, rules-based,
alternative indexation approach, where stocks are selected based on
factors associated with higher risk-adjusted returns. There are a number
of factors that have been identified in academic research as being
significant drivers of market returns over the long-term. However, as
the performance of these individual factors is difficult to predict over
the short and medium term, a multi-factor approach may be the most
appropriate factor-based solution for core equity exposure.
A well-constructed, multi-factor approach, minimises risks in timing
individual factors and should result in smoother, less volatile long-term
returns than a single factor approach. Such an approach can represent
a useful solution for those investors who believe there are disadvantages
in traditional market cap-based passive investment, but are still looking
for a lower cost alternative to actively managed strategies.
Careful scrutiny is particularly important in factor based investment,
given the new and relatively untested nature of these products. Whilst
these are ‘passive’ investment funds, there is more to consider when
selecting one, compared to market cap-based passive solutions.
Conclusions

In conclusion, SAAs are going to play an increasingly important role
in securing good customer outcomes in the advised UK retail sector.
They will increasingly sit at the heart of many clients’ investment
solutions – be they DFMs, funds or centralised investment portfolios.
SAAs clearly aligned to risk-categories are starting to be used in a
manner akin to benchmark indices, against which assets can be
invested, or investors can make tactical asset allocation or fund manager
selection decisions. Due to the growing influence that they will have,
it is critical that SAAs combine the features discussed in this article,
with accounting for different clients objectives, such as accumulation
or decumulation phases of investing.

ABOUT HYMANS
ROBERTSON:
Hymans Robertson is an award winning pensions and risk
consultancy at the forefront of innovation. Our nearly 100 years
of independent ownership means we stay true to our values and
put our clients at the heart of our business. We design tailored
solutions for our clients and the success of this is reflected in
our client base which comprises some of the largest pension
schemes and financial services companies in the UK - we advise
on combined assets of over £250bn. As actuarial, investment and
longevity experts we are ideally placed to understand the risks and
challenges faced by individuals and their advisers saving for and
generating retirement income.

For further information please contact
Andy Green on andy.green@hymans.co.uk
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GIVING BACK
PRECIOUS TIME
TO OVER 2,500
ADVISERS
We launched Centra in March 2018 after clear feedback and demand
from the advisers we serve, who asked us to:
• bring risk profiling, goals based planning, product research,
suitability reports and client management into one system
• help with the ongoing challenge of advice suitability
• save time in the advice process, therefore making advice more
affordable for more clients and more profitable for you.
Since then, over 1000 firms and 2500 advisers and support staff
have made the decision to move to Centra.
Highlights of Ian McKenna's independent review of
Centra include:

• “Designed specifically for SimplyBiz Group Members and is
platform, investment and wrapper technology agnostic.”
• “It offers a complete financial planning proposition, integrated
product research, the ability to create suitability reports, readymade complete centralised investment propositions (CIP), or
adviser created CIPs, within a single system.”
• “It is clear close attention has been paid to meeting the
requirements of the FCA’s finalised guide on assessing
suitability (FG11/15) and assessing suitability; replacement
business and centralised investment propositions (FG12/16).”
• “The SimplyBiz Group has clearly demonstrated that it caters
for all advisers and investment strategies, offering expert
guidance and time-savings, no matter the chosen investment
selection method.”
• “Centra could save advisers two hours 59 minutes per case,
which is a 66.3% time saving.”

The case for Centra is clear. Regardless of your investment
proposition, it will save time and make you more efficient in
comparison to using standalone risk profiling, research and suitability
systems, such as Dynamic Planner, Synaptic and others.
We have training workshops around the country, a dedicated
helpdesk, webinars and online training. We also have a dedicated
team to help you design and implement your Centralised Investment
Proposition within Centra.
“It is a great tool to highlight to clients your expertise
and the depth of research conducted.”
Bal Gill, Independent Financial Adviser,
Intelligent Financial Advisory Ltd

“This has potential to be the best proposition
in the market, for advisers who invest the time,
to understand the processes.”
Gerry Towler, Principal Director and Senior FA,
My Financial Services Ltd

You can contact the SimplyBiz Investment Services
team on 0808 124 0000 emailing
investmentservices@simplybiz.co.uk or visit the
SIS pages of the Compliance First website.
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ASSET ALLOCATION - AN
ALTERNATIVE OUTLOOK
R a c h a e l D u n b a r - Na s m i t h , C FA
S e n i o r M a n a g e r, In v e s t m e n t a n d C o m m u n i c a t i o n
Cornelian Asset Managers
Multi asset funds have exploded in popularity over recent years,
and have increasingly become a mainstay within advisers’ centralised
investment propositions. However, the changing macroeconomic
environment and recent uptick in market volatility has presented
choppy waters for these fund managers to now navigate their way
through. As we look forward, it becomes crucially important to
review the mix of asset classes held in these funds, and consider if
they are fit for the future.
Whilst monetary policy within developed economies has been
supportive for both traditional fixed income and equities over the
past decade, the global tailwind for these asset classes is coming
to an end. This, combined with the return of volatility to markets
and an increase in asset class correlations, highlights the need to
carefully consider asset allocation strategy in light of the challenges
that those multi asset portfolios solely investing in traditional fixed
income and equities may now face.
Looking forward, it is clear that alternative asset classes in the
expanded investment universe can be beneficial additions to
‘traditional’ multi asset portfolios when it comes to improving
diversification and delivering real returns for clients.
The chart displays how we can put this approach into practice,
comparing our SVS Cornelian Managed Growth Fund asset
allocation (mapped to Defatqto Engage Risk Level 6) with an
illustrative example of a common mid-risk multi asset allocation:

The chart clearly highlights the improved diversification of the
SVS Cornelian Managed Growth Fund, which complements
traditional equities and fixed income with flexible strategic bond
funds, and specialist credit offering attractive yields. Liquid vehicles
investing in infrastructure and property could offer access to both
an illiquidity premium and an inflation hedge, depending on the
asset. An allocation to gold can provide portfolio ‘insurance’ in
risk-off environments, whilst carefully constructed absolute return
exposure can improve diversification of returns.
The good news is that a number of these asset classes are becoming
readily accessible to more investors, for example via liquid investment
trusts or specialist pooled products. The ability to look beyond equities
and traditional fixed income will depend on the manager’s knowledge
and experience of these more complex areas of investment, which can
require much more rigorous due diligence. As with all investment
selection, thorough analysis and understanding of the associated key
drivers and risk factors is essential.
The important thing is to select an investment manager with
the expertise and capability to access this expanded opportunity
set. At Cornelian, we follow an unconstrained approach to asset
allocation, and invest in a wide range of asset classes. We believe
that this truly flexible approach allows us to construct the optimal
mix of assets in order to deliver real value for investors in our Risk
Managed Fund Range.

Our risk managed fund range is recommended and
available through Centra. Please call us on
0131 243 4130 for any further information,
or visit www.cornelianam.com
Source: Cornelian Asset Managers, 31 December 2018.
Cornelian Asset Managers Limited, 30 Charlotte Square, Edinburgh EH2 4ET
Authorised and regulated by the Financial Conduct Authority No 143452
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HOW TO
AVOID FOMO
INVESTING
Jo h n Hu s s e l b e e
C o - Fu n d M a n a g e r H C Ve r b a t i m Po r t f o l i o G r o w t h Fu n d s
Ve r b a t i m A s s e t M a n a g e m e n t
Politically speaking, recent years have been among the most divisive
and volatile in decades – with Brexit, Donald Trump taking the
White House and a swathe of populist parties winning power around
the world.
And yet, for the most part, stocks markets have charted an upward
path against this backdrop, breaking and re-breaking records for alltime highs several times over.
For me, a major impetus behind this has been what we call FOMO
investing – and for those not up to date with their text acronyms,
that means fear of missing out. This is basically the feeling of anxiety
that an exciting event may currently be happening elsewhere: what
drives people to move into the other, apparently faster-moving,
supermarket queue or motorway lane.
As everyone knows, such action often results in that new queue
grinding to a halt and the one recently vacated starting to move. And
while switching queues might only end up costing a few minutes
of time, such ‘grass always greener’ tendencies can prove extremely
damaging for long-term wealth generation.
Patience is a cornerstone of our philosophy but, given the sheer
amount happening in the world at present – and the 24-hour news
cycle fanning the flames – it is easier said than done: and strong results
from many equity markets in recent years have clearly tempted many
into faster-moving queues.
To be clear, we are not saying equity investing is the wrong way to
go: equities have clearly outperformed cash and inflation and form the
bedrock of a well-diversified portfolio as the main driver of long-term
returns. Another similar acronym is enough to encourage investors
into equities – FOLO, or fear of losing out – with inflation eating into
the value of assets held in cash.
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THE LONGER PEOPLE ARE
PREPARED TO COMMIT
CAPITAL, THE GREATER
CHANCE THEY GET OF A
POSITIVE RESULT, AND
A 20-YEAR INVESTMENT
DURING THE PERIOD
HAS ALWAYS YIELDED A
POSITIVE RETURN.
Data on the FTSE 100 makes the attraction clearer: looking at
returns going back to 1986, a one-year investment in the index at
any point gives a 76% chance of a positive outcome at the end of that
period (although it is important to stress the maximum possible fall
has been around 50%).
As would be expected, the longer people are prepared to commit
capital, the greater chance they get of a positive result, and a 20-year
investment during the period has always yielded a positive return.
Problems can come when investors attempt to pick between equity
markets and, again, some basic stats bear this out. $100 invested in the
MSCI World Index just after the Lehmans crisis in 2008 would be worth
around $200 today, despite a near 50% fall in the immediate aftermath.
If you tried to pick a market however, $100 invested in the MSCI USA
Index would now be worth around $250 while the same amount in the
MSCI World ex-USA would have given you around $150.

INVESTM E N TS

WHILE WE LOOK TO ADD
VALUE OUR PORTFOLIOS
ARE BUILT SPECIFICALLY
TO AVOID FOMO-TYPE
INVESTING.
Considering investment options back in 2008, it would have made
sense to avoid the epicentre of the sub-prime crisis and focus on parts
of the world enjoying cleaner balance sheets – and this is exactly the
kind of difficult question investors have to face if they try to pick
markets. The MSCI World, a proxy for a broad equity portfolio,
charts the middle path between these: not the worst or best but a
solid end return without FOMO panic.
A further layer of complexity comes when people try to time their
moves into and out of markets: over the years, even the greatest
investors have got this wrong more than right.
As we have said, over the long-term, equities have outperformed
and we believe the best way to approach this is to imagine returns as
a straight line moving upwards, from bottom left to top right on a
chart. Of course, returns are not linear like this and there are plenty
of ups and downs along the way but if you practice what we call
noise-cancelling investment, the result has been strong performance.
The alternative, often driven by the dreaded FOMO, is to focus
too much on the volatile reality of markets, and investing according
to daily ups and downs can risk falling into irrational behaviour and
making costly mistakes.
For us, a properly diversified multi-asset fund can take these FOMO
concerns away, but this should not be taken to mean aggressive shifts
into and out of asset classes: asset allocators often talk about the
freedom to zero-weight certain areas as a sign of an ‘active’ approach,
but we feel this fundamentally misses the point.
As Harry Markowitz – one of the pioneers of modern portfolio
theory – said, diversification “is the only free lunch in finance.”
While it might be uncomfortable to hold a falling asset, something

else is likely to be rising at the same time and it is the overall blend
that helps produce a smoother performance ride over the long term.
Zero-weighting completely throws that out and, again, runs the risk
of pandering to FOMO tendencies.
Our multi-asset approach is target risk, meaning each portfolio
is run within predetermined volatility bands and strategic asset
allocation (SAA) is designed with those targets in mind. While we
look to add value – and maximise returns within those boundaries
– via tactical allocation and fund selection, our portfolios are built
specifically to avoid FOMO-type investing.
Our SAA will change each year to meet volatility targets, but you
will never find aggressive shifts into rising markets: on the contrary, we
usually want to be adding exposure to areas that have done less well and
are therefore cheaper, in line with a basic buy low, sell high philosophy.
Ultimately, our core message is that limiting losses as well as
generating gains – what we call winning by not losing – rather
than chasing gains and fleeing losses, has proved an efficient way of
building performance towards meeting financial goals.

John Husselbee is the co-fund manager for the HC
Verbatim Portfolio Growth Fund range, part of
the Verbatim range of risk-managed multi-asset
investment solutions. To find out more about Verbatim
visit www.verbatimassetmanagement.co.uk
or contact us on 0808 12 40 007.
The value of investments and any income from them can go down as well as up and
is not guaranteed. Your clients could get back less than they originally invested. Past
performance is not a guide to future performance. The portfolios' investments are subject
to normal fluctuations and other risks inherent when investing in securities. Verbatim Asset
Management has taken due care and attention in preparing this document, which is solely
for the use of professional advisers. Verbatim cannot be held responsible for any inaccuracies
arising out of information detailed within and will not accept liability for any loss arising
out of or in connection with its use. This article is for information only and
should not be deemed as advice.
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DO YOU HAVE A CHOICE OF
RISK PROFILING TOOLS?

Rion Barker
S e n i o r In v e s t m e n t D i s t r i b u t i o n C o n s u l t a n t
Si m p l y Bi z In v e s t m e n t Se r v i c e s
When it comes to risk profiling, everyone (including the FCA)
agrees on its importance. Whilst some tech solutions seem to believe
that means everyone also agrees on the process, experience tells us that
there are nearly as many methods of risk-profiling as there are advisers!
Thankfully, one thing we can all agree on is that a psychometric
questionnaire is only a part of the process, and that the most
important element is a thorough discussion with the client – getting
to know and understand them as a person - and that the tool you
use should complement this, and make your life as easy as possible.
One of the most imperative aspects of building Centra was
gathering and incorporating adviser feedback on the tools most
needed. We quickly understood that the concept of choice was
fundamental to you; advisers wanted a system to fit their processes,
not the other way around.
An example of this was deciding which attitude to risk (ATR)
questionnaire to use. With a wide variety available on the market,
and other tools offering just their own single option, we were able
to include something for everyone within Centra with a choice
of market-leading profilers, offering the use of a built-in Oxford
Risk or A2Risk questionnaire, or the ability to integrate with
Finametrica’s service.
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WE QUICKLY
UNDERSTOOD THAT THE
CONCEPT OF CHOICE
WAS FUNDAMENTAL TO
YOU; ADVISERS WANTED
A SYSTEM TO FIT THEIR
PROCESSES, NOT THE
OTHER WAY AROUND.
Similarly, there is debate on how best to complete a questionnaire,
with some preferring to sit down and go through it face-to-face
with a client, and others believing it more efficient to send out
prior to a fact find meeting, so again we enabled that choice within
Centra: whether you complete it on paper, by post, by email, on a
computer, on a tablet, you can do it your way.

INVESTM E N TS

What did the FCA have to say about
risk profiling in FG11/05: Assessing
Suitability?

Firms should:
Ensure investment objectives include
information on the investment length of
time the preferences regarding risk taking,
the risk profile, and the purposes of the
investment
Good practice:
• Having both, and separate, attitude
to risk and capacity for loss, with
opportunity to change result based on
this / conversation with client
• Automatically maintained record or risk
profiles completed including the date
• Having standardised asset allocation for
each risk profile
Poor practice:
• Assuming without checking that
client has particular / prior financial
knowledge
investor experience
questionnaire
• Having a limited product range for
advisers
As the ATR questionnaire is only part of the risk profiling process,
there are also a number of others built into the system. In line with
the regulator’s views, a capacity for loss questionnaire helps inform
your discussion with the client, as will two optional extras: an Investor
Experience questionnaire, to gauge your client’s prior knowledge of
investing (ideal for new clients), and our own Enhanced Suitability
questionnaire, which covers wider understanding such as FSCS coverage.
Of course, a questionnaire on its own can only give an indication
of a client’s attitude to risk - and their attitude to risk is only one
aspect of an investment decision. As Centra focusses on goalbased financial planning, you also have the ability to take into
account specific objectives and time horizons - based on stochastic
modelling powered by Moody’s Analytics - ensuring that every
client’s personal investment strategy has both your expertise and a
thousand PhDs behind it. Centra also splits risk into two categories
– natural (score based on the questionnaire results), and agreed
(the score you and your client decide on after discussion), so you
can alter it if appropriate. The last step is to generate a risk profile
report which pulls all this together into a clear, concise, document,
making the process that bit easier for your clients to understand.
With the planning stage done, users pointed out how beneficial it
would be if this could be carried through to the recommendation
stage, creating a clear audit trail through to the research process.
Again, your wish was our command! Once a goal has been added,
and a risk profile decided upon, it will then link through to a live
three-way research session, allowing you to narrow down on funds,
wrappers and platforms all at the same time, and all tailored to your
selected risk profile.

Finally, with 90% of the hard work done, we noticed that an
important feature missing from other tools was the ability to create
a suitability report; before Centra, options were to use the Word
document templates on the Compliance First website created by our
compliance experts, or pay for a licence of a third-party tool. Now, all
Centra users can take advantage of an in-built writer which collates
everything you’ve done into one compliant report. All that’s left is to
send us a copy of your firm’s logo, so it can be automatically added to
every report generated (yes, it does that as well!).
We understand that advisers have their own way of conducting
the all-important risk profiling process and, quite frankly, if it’s
not broken, then you don’t need a new system to try and fix it for
you! However, I’m sure that you’ll agree that Centra offers you the
ability to retain your existing processes, whilst providing a seamless
transition between each stage and saving you an awful lot of hassle
and time.

For more information, please don’t hesitate to get
in touch with the SimplyBiz Investment Services
team on 0808 1240000 or at
investmentservices@simplybiz.co.uk
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SANTANDER ATLAS

SANTANDER
PORTFOLIO
NCOME

ATLAS INCOME
PORTFOLIO
INCOME IN AN
UNPREDICTABLE WORLD

Assets
under
management

Ongoing
charges
capped at

£83M 0.99%
Annual
management
charge

0.40%

Income
target for
2018/19*

4.35%

(Not guaranteed)
(0.84 PPU each month)

To find out more please call 0141
626 2010 or visit our website at
santanderassetmanagement.co.uk.

*The Santander Atlas Income Portfolio minimum yield (income) target is calculated on a Projected Yield Basis, where the target level of yield (at least
4%) is applied to the Net Asset Value of the fund at the start of its accounting year. This creates the Pence Per Unit that will need to be delivered over the
coming 12 months to achieve the projected yield. Meeting the target is not guaranteed.
The data above refers to the Institutional Accumulation Share Class.
Only for use by investment professionals. This does not constitute advice on the suitability of any
investment. The value of investments and income can fluctuate and is not guaranteed. Past performance is no guide to future performance. Investors should read risk warnings in the prospectus and relevant KIID. Santander Asset Management UK Limited, registered in Scotland at 287
St Vincent Street, Glasgow G2 5NB, UK. Authorised and regulated UK by the Financial Conduct
Authority (FCA). Santander and the flame logo are registered trademarks.
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ETHICS AND ALPHA
" T h e re i s o n e , a n d o n l y o n e , s o c i a l
r e s p o n s i b i l i t y o f b u s i n e s s : t o u s e i t s re s o u r c e s
a n d e n g a g e i n a c t i v i t i e s d e s i g n e d t o i n c re a s e i t s
profits so long as it stays within the rules of the
g a m e , w h i c h i s t o s a y, e n g a g e s i n o p e n a n d f re e
competition without deception or fraud."1
No b e l Pr i z e - w i n n i n g e c o n o m i s t M i l t o n Fr i e d m a n .

S t e v e Wa y g o o d
C h i e f R e s p o n s i b l e In v e s t m e n t O f f i c e r
Av i v a In v e s t o r s
Can investing responsibly enhance returns?

Friedman, a celebrated free-market economist, wrote this in a
seminal 1970 article for The New York Times Magazine. And while
it sparked furious debate about whether firms can increase their
value by incorporating environmental, social and governance (ESG)
considerations into their business operations, there is a growing body
of evidence to suggest they can.
Researchers at the University of Hamburg and Deutsche Asset
and Wealth Management found a positive relationship between
ESG ratings and corporate performance in close to half of the 1816
academic studies published since 1970. They found a negative
correlation just ten per cent of the time.2 Furthermore, a July 2013
Harvard Business School study found that over an 18-year period
a sample of ninety “high-sustainability” companies “dramatically
outperformed” ninety low-sustainability firms in both stock market
and accounting measures.3
The reasons why are clear. Firstly, assets underpinned by high ESG
ratings are likely to be less risky. In the short term firms may be
able to get away with exploiting their customers or workforce, or the
environment, but they will eventually be damaged by such behaviour.
Secondly, there is evidence to suggest highly-rated firms have a lower
cost of capital. Several studies have found good environmental
performance correlates with a lower cost of debt and stronger credit
ratings.
Incorporating ESG criteria into the investment process can improve
returns in other ways. Since the evidence suggests companies can
create value by improving their ESG scores, it makes sense to engage
with them to help improve their approach. Investors may wish to
encourage an oil company to improve its safety record to lessen
the danger of oil spillages or reduce the risks it faces due to climate
change. Such improvements are likely to be rewarded by the market,
even if not immediately.

The debate sparked by Friedman continues to rage nearly 50 years
later partly because his comments have frequently been taken out
of context. In a forgotten part of his oft-quoted article he said the
responsibility of a corporate executive is to “make as much money
as possible while conforming to their basic rules of the society; both
those embodied in law and those embodied in ethical custom”.
However you define and measure its impact, it is becoming
extremely difficult to argue against incorporating ESG analysis into
the investment process. While investors need to be wary of overpaying
for assets based on ESG criteria alone, there is every reason to believe
investing responsibly will pay off.

For further information on our range of funds contact
your usual sales representative or our relationship
management team. Tel: 020 7809 6521*
Email: fundandsalessupport@avivainvestors.com
1 The Social Responsibility of Business is to Increase Its Profits, The New York Times
Magazine, September 13, 1970
2 Friede G, Busch T & Bassen A (2015): ESG and financial performance: aggregated evidence
from more than 2000 empirical studies, Journal of Sustainable Finance & Investment
3 Eccles R, Ioannou I, & Serafeim G (2011): The Impact of Corporate Sustainability on
Organizational Process and Performance, Working Paper Harvard Business School
*Calls may be recorded for training and monitoring purposes, and to
comply with applicable law and regulations
Important Information
Unless stated otherwise, any sources and opinions expressed are those of Aviva Investors as at
25 September 2018 and are not investment recommendations or advice of any nature.
Capital at Risk.
Issued by Aviva Investors UK Fund Services Limited, the Authorised Fund Manager.
Registered in England No 1973412. Authorised and regulated by the Financial Conduct
Authority. Firm Reference No 119310. Registered address: St Helen’s, 1 Undershaft, London,
EC3P 3DQ. An Aviva Company. RA19/0060/31042019
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TE CHN O LOG Y IN YOU R B U S INE S S

TECHNOLOGY IS DRIVING
EFFICIENCY – WHY IT MATTERS
Ni c k E a t o c k
Fo u n d e r a n d E x e c u t i v e C h a i r m a n
In t e l l i f l o
Efficiency is something of a buzzword of late; our homes need to
be more efficient, our cars need to be more efficient, our lives need
to be more efficient. This thirst for efficiency is being quenched by
technology. Technology is enabling our homes to use less electricity,
our cars to burn less fuel and our lives to seamlessly integrate with
everyone else’s. No one makes social plans over a landline anymore,
they do it on WhatsApp, and no one is running their financial
advice process through a myriad of filing cabinets or on spreadsheets
anymore. Well, at least they shouldn’t be.
The way we operate has simply evolved. The fundamentals,
however, remain the same. The focus of the financial advice
industry remains client outcomes and that will always be the case.
Financial advisers still exist to provide financial advice, in the same
way houses exist for us to live in and cars for us drive. It’s only
the processes that have changed. The exterior, the aesthetics, are
unchanged but advice firms, much like the world around them, can
improve their internal processes with technology. This is essential
for well performing, modern businesses who deliver its services in
line with client expectation.
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FINANCIAL ADVISERS
STILL EXIST TO PROVIDE
FINANCIAL ADVICE, IN THE
SAME WAY HOUSES EXIST
FOR US TO LIVE IN AND
CARS FOR US DRIVE. IT’S
ONLY THE PROCESSES
THAT HAVE CHANGED.
Demands of the entire financial services industry have changed.
According to Statista, in 2008 35% of the UK population was
regularly using online banking. In 2018 that had risen to 69%. Why?
Simply, because it’s a lot easier. With the use of technology, advice
firms can operate between these lines, on the one hand offering a
fully online service; on the other maintaining the client interaction
part which several clients still expect and derive value from.

TEC HNOLOGY IN YOUR BUSI N E S S

THOSE FIRMS THAT HAVE
EMBRACED TECHNOLOGY
ARE REALISING £112,000
PER ADVISER, PER YEAR
MORE IN REVENUE.
Advice firms are realising this. We now have over 1,150 firms
utilising our Personal Finance Portal (PFP) in Intelligent Office,
offering secure messaging and document share as well as making
their clients’ portfolio data available to them 24/7. As regards end
users, we also saw an increase of 68% in the number of registrations
for access to the portal in 2018. Fully white labelled, it’s a natural
extension of the advice offering of any firm and drives efficiency
in the customer experience – and it’s an experience that customers
now expect.
In 2018, we also introduced our eAdviser Index to give every
one of our users an insight as to how well they use the technology
available to them through Intelligent Office. Those firms that have
embraced technology are realising astonishing results: those top
performing firms are realising £112,000 per adviser, per year more
in revenue than lesser performing peers. And it’s all made possible
by efficiency.

Automation of time-consuming components of the advice process
are the driver. These top performing firms are automating income
reports, valuations and key client documents and using two-way
integrated software tools, saving advisers and their admin teams time.
Valuations and income reports can be done at the click of
a button in Intelligent Office, but we can still see some firms
manually inputting valuations at a cost of 77 manual years every
year. Key client documentation can be generated automatically by
re-purposing data already inputted eliminating the need to
repeatedly type in a client’s name, address or plan details, for
example. This is also the case with third-party software tools, such
as Centra where data seamlessly moves between the two systems.
The time these tech-adopting advice firms save, is then put back
into advising clients and focussing on the end goal of delivering a
superior client experience. These firms are servicing, on average, 234
clients per adviser. Those starting out their technology adoption
journey are advising 103.
They’re also reaching a new client bank. A lot has been said about
the advice gap in recent years and technology driven efficiency is
helping to bridge this. We’re seeing those firms who have embraced
the technology available are attracting younger clients. Their
offering is more in tune with what younger generations expect and
the barrier to entry has been lowered. These ‘wealth in waiting’
clients are building very healthy pipelines for these firms and
helping to futureproof their businesses.
Aside from client focussed activities, technology is helping advice
firms to streamline their regulatory compliance procedures. Data
quality has become vital to running any business and regulations
such as GDPR and MiFID II have placed further emphasis on
this. Reducing instances of misplaced data, inaccurate data or
recommending the wrong products are a must, while at the same
time offering transparency over your advice process. Technology is
making this straightforward for advice firms by aiding accuracy,
ensuring a repeatable, robust advice process and providing a
complete audit trail.
The question, really, is: can you afford to ignore technology?
Above all else, technology is delivering a superior client experience
without any added effort. Clients expect an online branch to
financial services and this is evidenced in our data – those firms
wholly embracing technology are booking 60% in recurring
revenue, compared with those at the start of their technology
journey booking 45%.
These top performing firms aren’t working harder, they’re just
working smarter. Efficiency is the key.

For more information on how Intelliflo’s awardingwinning business management software system,
Intelligent Office, can drive efficiency into your business,
visit www.intelliflo.com or call 0330 102 8402.
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THE
ADVICE
SHOW
The Advice Show is a live broadcast featuring experts discussing
the big issues facing the financial services industry. You can
stream it from your laptop, phone or any other device, or catch
up on demand at your convenience.

Industry
experts

Vibrant
panel
debates

The latest
market
insights

Regulatory
updates

Responsible
investing
trends

The latest
updates on
mortgage
lending

Tips on
advising
the ageing
population

How to
make the
most of new
technology

The Advice Show March now available

ON DEMAND
originally broadcast Monday 18 March

To watch previous shows, find out when the next
show is and register to watch, all you need to do is
visit www.theadviceshow.co.uk for full details.

PROFESSIONAL AND PERSONAL DEVELOP ME N T

SPRING INTO THE COMPLIANCE
FIRST EVENT PROGRAMME
This year, we bring you six rounds of Professional Development Events, plus our live broadcasts,
multiple workshops and webinars, so there’s something for everyone and plenty of opportunities
to gain those important CPD hours.
Professional Development Events

Our PDEs allow you to gain valuable insights and knowledge into
key topics, with presentations from key figures from our provider
partners, plus our ever popular compliance sessions.
ROUND 3: DATES & VENUES
JUNE 2019
Tue 4

Belfast

Wed 5

Edinburgh
Falkirk

Macdonald Inchyra Grange

Thu 6

Durham

Durham County Cricket Club

Tue 11

Edinburgh
Falkirk

Edinburgh Marriott

Wed 12

Aberdeen
Aberdeen

Holiday Inn Aberdeen West

Thu 13

Glasgow

Wellington Park Hotel

Hampden Park, Glasgow

ROUND 4: DATES & VENUES
AUGUST 2019
Tue 20

Belfast

Wed 21

Edinburgh

Thu 22

Durham

Durham County Cricket Club

Tue 27

Falkirk

Macdonald Inchyra Grange

Wed 28

Aberdeen

Holiday Inn Aberdeen West

Thu 29

Glasgow

Hilton Templepatrick
Edinburgh Marriott

Hampden Park

ROUND 5: DATES & VENUES
OCTOBER 2019
1
X NETue
2019

Belfast

Hilton Templepatrick

Wed 2

Edinburgh

Thu 3

Durham

Durham County Cricket Club

Tue 8

Falkirk

Macdonald Inchyra Grange

Wed 9

Aberdeen

Holiday Inn Aberdeen West

Thu 10

Glasgow

Edinburgh Marriott

Hampden Park

ROUND 6: DATES & VENUES
Belfast

Advisers are now firmly in control of the investment supply chain,
pulling in the products and services they need to power their service
offering to clients.
But, it is an ever changing-market - from charging structures on
funds, through to developments in delivering model portfolios,
the rise of socially responsible investing and the best way to use
technology in the delivery of client services – and it can be difficult
to stay ahead of the innovation.
Our brand new Investment Conferences will help advisers with
that challenge.
Secure your place now
The Investment Conferences kick off on 2nd May and will visit 25
venues, before they finish on 18th July.
Plus: even more events coming your way

NOVEMBER 2019
Tue
19
X NE
2019

Investment Conferences - Exciting new events

Hilton Templepatrick

Protection roadshows
April 4 - May 22: 13 venues

Thu 21

Durham

Durham County Cricket Club

Mortgage Meetings Round 2
4 June - 10 July: 13 venues

Tue 26

Falkirk

Macdonald Inchyra Grange

Plus Centra Workshops, webinars and more.

Wed 27

Aberdeen

Holiday Inn Aberdeen West

Thu 28

Glasgow

Wed 20

Edinburgh

Edinburgh Marriott

Hampden Park

All our events are available to book now via the
events section of your Client website.
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THERE ARE MANY REASONS WHY
YOU MIGHT WANT TO CONSIDER US
FOR YOUR CLIENTS.
Here are five of the best...

Payout Planner
no more probate delays.

Reserved Cover
makes increasing or adding
new cover effortless.

Premium Waiver
at no extra cost,
for everyone.

Critical Illness definitions
that provide
clarity and certainty.

Dual life
keeps policies separate
so couples are
better protected.

Discover more at: guardian1821.co.uk/advisers
Guardian Financial Services Limited is an appointed representative of Scottish Friendly Assurance Society Limited which is authorised by the
Prudential Regulation Authority and regulated by the Financial Conduct Authority and Prudential Regulation Authority. Registered office:
Scottish Friendly House, 16 Blythswood Square, Glasgow G2 4HJ. Registration number 110002. Guardian Financial Services Limited is registered
in England and Wales under number 11115769. Registered office: 11 Strand, London WC2N 5HR.

