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Ja n i c e L a i n g
Managing Director
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Hello, and welcome to the third edition of Adviser First,
Whilst the UK has now undeniably entered autumn, the financial adviser sector continues to enjoy a welldeserved season in the sun.
Firstly, the ICL-UK’s report into the value of financial advice confirmed what the majority of us already knew
– that consumers who receive professional financial advice are significantly better off than those who do not. Steve
Webb talks more about this report, which was sponsored by Royal London, on page 8, whilst Group Chairman
Ken Davy adds his thoughts on page 11. Suffice to say, the report is very good news for advisers.
In addition, the Financial Ombudsman has recently published its annual report into complaints made by
consumers and the results are again very positive for financial advisers. The stats reveal that the combined total
of complaints received by all financial advisers, for the first six months of the year, is 966. Of course, 966
complaints from consumers is 966 too many but, when we compare that number to the 170,000 complaints
received by FOS so far in 2017, it becomes clear that complaints about financial advice make up a tiny amount of
the total received. In addition, only about 20% of financial advice complaints are upheld, whereas for banks, the
upheld percentage is more than double.
The interests of clients need to be at the very heart of every advisory firm and it is clear advisers are consistently
demonstrating this by leading the field when it comes to providing sound advice and customer service. The
reality is, that throughout the UK, financial advisers are winning the trust of their clients, one person at a time,
one family at a time, and one business at a time.
Whether you are helping clients protect their home and family, achieve their savings goals or safeguard
their future, it often falls to advisers to help clients resist immediate temptation and guide them on the path of
long-term financial virtue. The work that you do with your clients is hugely important and I hope you will take
enormous pride in this clear evidence of the overall quality of advice being delivered to consumers.

Kind regards

The content of this publication is for financial adviser use only, not for use with customers.
For more information about our services, please call 0141 6164161 or email compliancefirst@compliancefirst.co.uk

www.compliancefirst.co.uk
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VIEW FROM THE TOP…
With nearly five decades of experience in the financial services sector, SimplyBiz Group
Chairman, Ken Davy, provides a unique perspective on the advisory landscape. In this
edition of Adviser Today, Ken gives us his view on some of the key issues currently affecting
advisers, their businesses and their clients.

Ken Davy
Chairman
The SimplyBiz Group
Is it a duck or a swan?

I was always taught that if it looks like a duck, quack likes
a duck and swims like a duck, the chances are it is a duck,
even if an expert tries to convince you it’s a swan! For ‘expert’
substitute ‘politician’, and the likelihood of it being a duck
increases ten-fold!
It is no surprise that David Gauke, the newly installed Work
and Pensions Secretary, has referred to the Government’s new
combined guidance service for consumers, as an ‘advice service’.
In reality however, it is guidance, as financial advice has to be
regulated by the FCA. Equally, the civil service mandarins at the
treasury are very clear about what constitutes regulated advice.
The legacy for the poor consumer is one of continuing
confusion and disappointment as their search for advice from
the Government’s free service provides them with little more
than information. It might spur a consumer to seek advice
from a regulated financial adviser, however, it is much more
likely that they will end up ‘muddling through’.
When you also consider the shockingly small number of
consumers who actually use the current guidance services at
around £500 each, it is obvious it would make more sense to
set up a voucher service, which consumers could then use to
obtain proper advice.
It is also worth noting that the FAMR and the Advice
Working Party have missed a real opportunity to end the
confusion once and for all. Having done extensive research, they
have produced a form of words to try to clarify the difference
between guidance and advice. The fundamental problem is
that, for the layman, guidance and advice are virtually the
same thing and easily confused, as was clearly demonstrated by
the new minister. I believe the answer is obvious; we should
simply change the description of the service from impartial
‘guidance’ to one of impartial ‘information’. This would bring
clarity for consumers, as almost everyone understands the
difference between information and advice.
6 ADVISERF I R S T

I urge the Government and the FCA to recognise the
potential damage to consumer outcomes created by the present
confusion. It is time to bring total clarity to the situation
by calling the new combined body the “Impartial Financial
Information Service” it is. Every consumer will then readily be
able to identify which is the duck and which is the swan.

‘ I b elieve t h e an swe r is
obvious ; we s h ould s imply
ch an g e t h e des crip t ion of
t h e s e r vice from im p ar tia l
‘ g uidan ce ’ to on e of im pa r tia l
‘ in form at ion ’.’
Time to press the reset button on pension freedom

As you are relaxing at the weekend, you may like to reflect that, if
your 8 year old has already decided to be a fire engine driver, the
decision as to which course to choose at university is still at least
10 years away. Yet, as it stands, the pension freedom legislation
expects people as young as 55 to make life changing decisions 10
years or more before they retire. In reality, these are nightmare
choices, which are almost impossible to get right, so it is no
surprise that hardly a day goes by without another warning from
the regulator, an insurer, or an adviser, that consumers need to
beware of taking stupid decisions. One of the latest is Aviva’s,
John Lawson, who rightly complains that they can only watch
as customers make bad decisions and suggests that the solution
is to change the advice boundary, which he argues prevents them
from protecting clients from themselves.
Logical as this sounds, the real issue is not the advice boundary,
but the fundamentally flawed structure of the pension freedom
legislation. Accessing their pension fund at 55 puts consumers
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in the invidious position of taking major decisions regarding
their circumstances in retirement years before they are mentally
prepared to take them. The result is that consumers are accessing
their pension cash, based on short-term factors, either without
or often ignoring, professional financial advice.

'Accessing their pension fund
at 55 puts consumers in the
invidious position of taking
major decisions regarding their
circumstances in retirement
years before they are mentally
prepared to take them.'
This behaviour inevitably results in bad consumer outcomes,
which the regulator is supposed to be duty bound to try to
prevent. Frankly, it is ironic in the extreme that the previous
Government’s desire for what, in my view, was an ill-considered
election gimmick, is directly responsible for creating what is
currently one of the FCA’s biggest headaches.
It is very clear to me that we need a radical rethink of the
pension freedom rules and that the Chancellor should press the
reset button on pension freedom in the Autumn Budget. Quite
simply, pension freedoms should be changed so that they apply,
not at 55, but rather just prior to normal retirement date. At a
stroke, this would eliminate the worst elements of the present

consumer detriment. The reality of their looming retirement
and its impact on their standard of living would ensure that
proper consideration was given to all their pension freedom
options, which are virtually impossible for someone to envisage
at age 55.
I believe the positive impact of allowing pension freedom
to apply a few months before normal retirement would be
dramatic, as it would combine all the positive benefits of
the new freedoms with the reality check which imminent
retirement brings. In addition, assuming actual retirement for
most people will be about 10 years later than age 55, it will
potentially almost double the size of their pension pot. Now
that really is something to reflect on over the weekend!

To see Ken discussing pension freedom,
the value of advice and the future of
the pension market, just visit the Adviser
Media Player and select the Advice
Show video, originally broadcast on the
29th of September.
You can also visit www.theadviceshow.co.uk to watch
any of our previous broadcasts or book a place at
upcoming online events.

To see a full agenda, book your place or watch any of our previous
Advice Shows again, please visit www.theadviceshow.co.uk
I S S U E 3 AU T U M N
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E XC LU S I V E F E AT U R E

THE IMPACT OF ADVICE
St e v e We b b
D i r e c t o r o f Po l i c y & E x t e r n a l C o m m u n i c a t i o n s
Royal London
Two years on from the implementation of pension freedom, Adviser Today caught up with
Steve Webb, Royal London Director of Policy and External Communications, to discuss his
thoughts on the changing shape of the market, the future pensions landscape and the
ILC-UK’s recent report on the value of professional financial advice.

Q What did you feel were the key headlines to be taken from the ILC’s
‘Value of professional advice’ report? Do you believe the report revealed any
long-term implications for both advisers and the industry as a whole?
A Those who provide advice see its value on a daily basis, but the
value of financial advice is not well understood by policymakers,
and it can be hard to quantify. Royal London sponsored this
independent research to see if we could identify a pure ‘advice
effect’ on people’s wealth. And the results were striking. Those
who took advice were found to improve their combined pension
wealth and their other financial wealth by around £40,000
compared to otherwise similar individuals who did not take advice.
Encouragingly, the uplift was proportionately greater for those of
more modest means, which dispels the myth that advice is only
for the wealthy. Given that advice is valuable and that those who
take advice are generally very positive about the experience, the key
priority for the industry and for government is to lower the barriers
to taking advice so that more people are able to see these very real
8 ADVISERF I R S T

benefits.
Q Two years on from the implementation of pension freedom, what
have been the successes and challenges of the legislation?
A Overall, I think that pension freedoms have been a big success.
Large numbers of people have clearly appreciated the possibility of
reshaping their pension wealth in a way that fits their needs and
aspirations rather than the one-size-fits-all approach of the semicompulsory annuity or of many DB pension schemes.
But there is clearly still unfinished business. The recent FCA report
on ‘retirement outcomes’ found that 30% of people who go into
drawdown do so without advice (albeit that this is generally those
with smaller pots) and that there was very little shopping around
for drawdown products. The FCA also found that it was hard for
consumers to compare different drawdown products – again for those
without advice. Much greater take-up of advice and guidance both
at retirement and through retirement would clearly be a good thing,
especially for those who are transferring large DB entitlements into
DC and then trying to manage the money themselves.

A DV I S E R M AT T E R S ADVISERFIRST
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Q Looking at the current landscape of the pension market, what areas
do you feel could be real problems in the near future? And what should
advisers be addressing as a priority with their clients?
A We all need to make sure that the current flood of DB to DC
transfers is being handled with the highest standards. I firmly believe
that there are people for whom a DB to DC transfer is the right
thing to do, but we all know that regulators have a knack of looking
at things through a rear view mirror some years down the track and
can sometimes decide that ‘minimum compliance’ was not enough.
More broadly, we are clearly in a transitional period between a
DB world and a DC world, and I don’t think that we have fully
appreciated the difference that this will make. At present, if someone
makes poor choices with their DC pot, the chances are that they
will be cushioned by some DB rights from one or more previous
jobs that they or their partner had in the past. But in future when all
our rights are in a DC basket we will need to make sure that a much
more regular eye is being kept on our pension savings, both as they
build up and as we seek to live on them in retirement.

Q How do you feel about the workplace pensions market? Has enough
been done to promote the benefits of auto enrolment?
The first phase of automatic enrolment has gone remarkably well. It
is hard to believe that in barely five years over eight million people
have been enrolled into workplace pensions and that nearly 9 in 10
of those have remained as members. The step up in contributions
in April 2018 to a combined 5% from employer and employee and
to 8% in April 2019 are crucial next steps, but I am confident that
membership rates will remain high.
However, we urgently need to ensure that this does not become
a very static market with employers regarding their choice of AE
provider as a ‘once and done’ exercise. We need employers, with
the support of advisers, actively shopping around, perhaps at the
point of each three yearly ‘re-enrolment’ date, to make sure their
employees are still getting the best value for money. We also need
the government to tell us now how it plans to get workers beyond
the 8% mandatory minimum contribution, which risks leaving
many with a very disappointing pension pot.

pilot basis, to see if we can help people to overcome their initial
reluctance to seek advice. The ILC research showed clearly that if we
can get people ‘through the front door’ of an advice firm (whether
physically or on the telephone), there is the chance to build a
mutually beneficial relationship of trust. Overcoming these initial
barriers to taking advice, including behavioural ‘nudges’ where
possible, should be a priority.

'Those who took advice were
found to improve their combined
pension wealth and their other
financial wealth by around
£40,000 compared to otherwise
similar individuals who did
not take advice.'
Q How is the drawdown dashboard progressing? Do you feel that the
pensions dashboard is going to be both ready on time and fit for purpose?
A The pensions dashboard reached an important milestone earlier
this year with the production of a prototype by the industry-wide
consortium led by the ABI. There is no doubt that there is public
appetite to be able to see all pension rights in one place in a clear
and simple way. The industry is keen to progress the project but
there does need to be leadership by government. A key requirement
is for supplying data to the dashboard to be mandatory. Without
this, many pension providers and pension schemes, in the trustbased world in particular, will think this is simply an extra cost that
they can do without. There is every reason to think that a dashboard
with some information on it will be available by the end of 2019
as planned, though it is unrealistic to think that the data on it will
be comprehensive at that stage. But we urgently need a timetable
by which all pension schemes will be obliged to supply data to the
dashboard. Otherwise it will be like looking at a jigsaw puzzle with
missing pieces instead of seeing the whole picture.

Q The advice allowance isn’t yet being utilised by consumers; why do
you think this is? Is there a need for the advice allowance? Has it been
promoted fully enough to consumers, with enough clarity?
A We still have a big problem that consumers do not value financial
advice. They can see the apparently large up-front costs of advice but
often cannot see the much larger potential benefits. We hope that the
‘value of advice’ research will play its part in overcoming that barrier.
If the advice allowance is not successful, I think we should
consider a more radical idea of an advice voucher, perhaps on a

To find out more about the issues discussed by Steve in this interview,
Royal London and how it can support you and your clients, please get
in touch with your usual Royal London sales contact, visit our website:
www.adviser.royallondon.com or contact us on 0345 60 50 050
I S S U E 3 AU T U M N
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We are pleased to announce our GABRIEL training workshops,
specifically designed to help you with both the preparation
and completion of your return.
The workshops incorporate detailed explanations and
guidance about the completion of each section of
the return. You will also discover hints on how to
collate the information required for the return, well
in advance of your reporting date. We will also run a
practical exercise that will give you the opportunity to put
what you have learned into practice.
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Sessions will run for approximately 3 hours starting at 9.30am and
finishing around 12.30pm. The cost will be £75 plus VAT per delegate.

book youR PLACE NOW
Log in to www.complianceﬁrst.co.uk and visit the
Client Events microsite to view more information and book
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THE REAL VALUE OF ADVICE
KEN DAVY: FOR £40,000, READ A QUARTER OF A MILLION

Following the publication of the International Longevity
Centre-UK’s research-report on ‘The value of financial advice’,
sponsored by Royal London, SimplyBiz Group Chairman,
Ken Davy, tells us why the findings were so important, and
what they mean in real terms.
As you return from what I’m sure was a well-earned summer
break and readjust to the routine of work, I urge you to reflect on
some detailed research by ILC-UK into the value of financial advice
which has revealed that even those consumers who are ‘just getting
by’ can be over £40,000 better off if they receive financial advice.
This is fantastic news for every financial adviser, as it
demonstrates the real benefit clients gain from financial advice.
The significant increase in the value of the average client’s savings
is also after having paid for the cost of advice, as during the
research period, 2001 to 2007, the probability is that the advice
was commission based.
In reality however, this important research, which was
sponsored by Royal London, dramatically understates the actual
long term benefit of financial advice because it has focussed on
advice given between 2001 and 2007 and the benefit gained
by 2012 to 2014. In other words, in 13 years, financial advice
has delivered over £40,000 of extra value to the consumer. The
potential gain over their working life is therefore many times
greater than the £40,000 highlighted in the report. My back of
the envelope calculation of the potential benefit of financial advice
over a working lifetime is therefore at least £120,000 which with
compound interest is likely to be the order of £250,000.
Looking at these numbers it is not hard to see why; the
opening sentence of the report states categorically that “This
report demonstrates the very real value of financial advice to the
consumer”. It then adds, that using robust statistical methods, the
results show that “those who take advice are likely to accumulate
more financial and pension wealth, supported by increased

savings and investing in equity assets, while those in retirement
are likely to have more income, particularly at older ages”.
The clarity and importance of this message, coupled with the
statistical robustness of the research on which it is based, seems
to me to make this report essential reading for the policy makers
and regulators as well as financial advisers.
I urge Royal London to send a copy to every Member of
Parliament, as well as the FCA Board and their senior executive
team and urge them to reflect on its important message about
the value of financial advice. Hopefully they will take time
to read it, then return to their desks fully refreshed and well
positioned to focus on increasing every consumer’s access to good
quality financial advice. This will benefit both consumers and
the Government because, as this report clearly demonstrates,
everyone wins from sound financial advice.

The real value of advice, in figures:
What difference does getting financial advice make to
consumer pension pots?

Affluent consumers: 16% increase
'Just getting by' consumers: 19% increase
What difference does getting financial advice make to
consumer savings?

Affluent consumers: 6.7% more likely to save
'Just getting by' consumers: 9.7% more likely to save

To keep up to date with Ken’s views on various hot topics across the
financial advice sector, visit the ‘News’ area of our site, connect with
us on LinkedIn or follow us on Twitter @simplyserves
I S S U E 3 AU T U M N
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TAKING A LEI-D
BACK APPROACH;
MIFID II AND
LEGAL ENTITY
IDENTIFIERS
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
As I’m sure you’re all aware, the Markets in Financial Instruments
Directive II (MiFID II) comes into force next year, with one of
its key objectives being market transparency.
The arrival of MiFID II will see a new section added to the FCA
Handbook, which refers to the requirement to make transaction
reports to the FCA with regards to certain financial instruments.
The reports have to be completed for all clients and, where the
client is not a natural person (i.e. an individual), confirmation of
their Legal Entity Identifier (LEI) will be required. These forms
will also need to confirm the LEI of the investment firm, or firms,
involved in the transmission and/or execution of the order for
that financial instrument.
This change is intended to serve as a useful tool for the
regulatory authorities in monitoring trading activity and detecting
market abuse, however, this requirement seems to be creating
some uncertainty and confusion amongst advisers, which I hope
to allay with this article.
Whilst I don’t believe many advice firms will be affected,
all firms should read this article carefully to understand the
potential implications.

A 'natural' person (including sole traders and partnerships) does
not require a LEI as their national insurance number will identify
their involvement in the purchase of a financial instrument.

So, what is a Legal Entity Identifier (LEI)?

Perhaps more importantly, it should be noted that not all MiFID
financial instruments are included, as the transaction reporting
rules do not apply to units in a collective investment scheme (as
the client does not hold the underlying instrument under their
title). Therefore, a LEI is not required for a legal entity investing
solely in collective investment schemes i.e. ISAs, OEICs or General
Investment Accounts. For the avoidance of doubt, investment
bonds and insured pension schemes are not covered by these
requirements as they are not MiFID instruments.

An LEI is a unique identifier for a client which is a legal entity
or structure.
Which clients need a Legal Entity Identifier (LEI)?

Most commonly clients of an advice firm, these will include:
• Companies (public and private)
• Charities
• Trusts (but not bare trusts)
1 2 ADVISERT O D A Y

What types of financial instruments need to be reported?

The range of instruments is extensive but other than more complex
instruments, such as derivatives, options, futures, warrants, bonds,
swaps, etc. the most common instruments likely to apply include:
• Shares (in listed or unlisted companies) traded on a regulated market
• Investment trusts
• Exchange traded funds

'A ' n a t u ra l ' p e r s o n ( i n c l u d i n g
s o l e t ra d e r s a n d p a r t n e r s h i p s )
does not require a LEI as their
n a t i o n a l i n s u ra n ce n u m b e r
w i l l i d e n t i f y t h e i r i nvo l ve m e n t
in the purchase of a financial
i n s t r u m e n t .’

'A L E I i s n o t r e q u i r e d f o r a
l e g a l e n t i t y i nve s t i n g s o l e l y
i n co l l e c t i ve i nve s t m e n t
schemes i.e. ISAs, OEICs or
G e n e ra l I nve s t m e n t Acco u n t s .’
Does my firm require an LEI?

Investment firms that are a counterparty to the transaction
(those who transmit and/or execute orders) will also need an
LEI. This will include those firms which carry out discretionary
portfolio services but not discretion solely within collective
investment funds (see below).
This will not however include firms that only provide advice and
facilitate the client’s instructions.
Whilst the majority of advice firms will not require an LEI,
one will be required if the purchase of a financial instrument listed
above is made under your company name.

Should you refer any client that may require an LEI to a
discretionary investment firm (DIF), you should seek clarification
from that DIF to ascertain their position on carrying out
transactions in financial instruments that will require your client
to hold an LEI. Again, you may wish to assist your client in the
application process.
In both the above scenarios you should consider the suitability
of the recommendation of certain financial instruments based on
the additional cost of holding an LEI (see section below).
This requirement applies from the 3rd of January 2018 onwards.
How to obtain an LEI

A LEI can be obtained directly from the London Stock Exchange
(LSE) for an initial fee of £115 plus VAT, with an annual renewal
fee of £70 plus VAT.
The LSE has issued a step-by-step guide to requesting an
LEI, which can be accessed on its website
(www.londonstockexchange.com)

What action should you take?

If you have a client that is a company, trust or charity, they will
require an LEI where you recommend one of the financial
instruments listed above. Failure to hold an LEI will mean they will
not be eligible to complete the transaction. You should therefore
identify any clients that will be affected by the forthcoming
requirement. On informing them, you may also wish to support
them with the application process. You can find further details on
this within the section below.

Our Technical Team has received a number of calls
already on this subject and has complied a list of FAQs
which can be accessed through our website.
If you have any specific questions regarding the above,
please do not hesitate to contact the team at
technical@compliancefirst.co.uk or telephone 0141 6164161
I S S U E 3 AU T U M N
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DON’T LET THE SUN GO
DOWN ON ME. AGAIN.
W H AT W O U L D A S E C O N D S U N S E T
CLAUSE MEAN FOR ADVISERS?
Ja n i s Ta s
Te c h n i c a l C o n s u l t a n t
Compliance First
At the end of June, the FCA published its final report of its
market study into Asset Management, initially launched in
November 2015. In this final report, the FCA set out its final
findings from the Asset Management Market Study.
The FCA confirmed its high-level findings of the market study
as follows:
• There is weak price competition particularly in the retail
funds sector
• There is scope to improve cost transparency and the
communication of fund objectives and performance
• Changes are needed to the investment consulting market
In order to formalise what these changes should be, and how
they might be put in place, the FCA has mooted a number
of ‘packages of remedies’ to address various areas of concern,
including;
• remedies to give protection to investors who are less able to find
better value for money;
• remedies to drive competition pressure on asset managers; and
• proposals to improve intermediaries’ effectiveness.
The FCA has also issued a consultation paper CP17/18
‘Consultation on implementing asset management market
study remedies and changes to Handbook’ that consults on a
number of related issues, and it is in this paper that I believe the
biggest issue for advisers comes; Sunset Clause II.
One of the areas into which the regulator is looking is
whether it is viable to turn off all trail commission paid to
advisers from legacy products. As you know, although the retail
distribution review banned the payment of trail commission on
new products when it came into force at the end of 2012, if a
client invested in a fund before that deadline, advisers can still
receive trail commission.
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If you’re wondering how big an issue this is, then the
FCA supply some useful stats; an interim report found that
in 2014, the 21 asset management firms surveyed paid £1.4
billion in commission to advisers. The reason the FCA is
concerned about this issue currently is because the interim
report also found that some clients were paying more because
they held investments in pre-RDR products, potentially
putting them at a disadvantage.
As you would expect, advisers hold some strong opinions
about the idea of all trail commission being ‘switched off’, and
I’ve heard very passionate, and very valid points made on both
sides of the debate. I’ve attempted to create a balanced summary
of advisers’ voices on the prospect of a second Sunset Clause, on
either side of the argument.

'I f yo u ’ r e wo n d e r i n g h ow
big an issue this is, then
the FCA supply some useful
stats; an interim report
fo u n d t h a t , i n 2 0 1 4 , t h e 2 1
asset management firms
s u r veye d p a i d £ 1 . 4 b i l l i o n i n
co m m i s s i o n t o a d v i s e r s . ’
Those for Sunset Clause II say:

Post-RDR, advisers should be paid for providing advice,
rather than through commission. Legacy trail commission
flies in the face of this stance and continues a situation
in which advisers are, quite literally, getting money for
potentially doing nothing. Recent promotion around the
value of receiving professional advice can be undermined
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if there is not a sea-change in the way advisers are
recompensed, and the services for which they are paid.
Those who support the idea of a second Sunset Clause argue
that advisers should no longer receive payment from a product
they sold to a client a decade ago, which may no longer be
appropriate for that client’s circumstances and goals.
In addition, the RDR promoted an ethos that I’m sure we
all support; improved transparency for clients. The existence of
‘dirty’ share classes mean that it’s more difficult for clients – and,
in some cases, advisers – to understand exactly what it being
paid and from which ‘pot’ the money is coming.
Those against Sunset Clause II say:

Legacy trail commission is received by some advisers because
they gave advice with a method of recompense that worked well
for the client at that time. By taking a reduced payment upfront
with trail paid ‘on the drip’, they provided clients with the best
advice possible whilst also considering affordability. What comes
as an even more bitter pill for those on the anti-Sunset Clause
side of the fence is that this method of being paid was not only
a viable option, but one which was, the believe, encouraged by
the regulator.
Advisers in this camp would also point out that this isn’t a
theoretical area of debate; it’s their income, the way in which
they support their families and, for many, a source of revenue
which has been factored into their retirement plans. To have the

goalposts moved retrospectively is a decision which could have a
huge impact on the lives of many advisers.
The switch off of legacy trail commission is a very emotive
area for advisers, and both sides of the discussion have
compelling and valid points. I just hope that those of you
who feel passionately about this issue responded to the FCA’s
Consultation Paper, submissions for which closed on the 28th
of September.
Putting the commission angle to one side, I think another
important question is around whether all providers are going to
change their product terms to favour the client, or if investment
houses are going to change the share class for their investors
who invested pre-RDR? As soon as we know more on this, we
will let you know.

You can reach Janis, and the other members of the Technical Team,
on 0141 6164161 or at technical@compliancefirst.co.uk
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BACK IN THE GDPR…

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
There is currently very little that we know with any certainty
about what to expect from the UK’s Brexit negotiations. Hard or
soft? Single market or free trade area? Bad deal or no deal? At the
moment, there are an awful lot of questions about our upcoming
divorce from the European Union, with very few answers
available. In fact, I imagine that the Brexit lawyers are currently
daydreaming of the halcyon days of handling actual divorce cases
when all they had to worry about was who got custody of the dog
and Aunt Edith’s crockery set!

'If you have not yet begun to
prepare for the date by which
you must be compliant with
GDPR, the 25th of May 2018,
I would urge you to consider
what action you need to take
as soon as possible.'
However, in financial services we do have a certain advantage
in some areas as there are a number of pieces of European
legislation heading our way that we do know for sure will be
implemented in the next few years. These include MiFID II,
the Packaged Retail and Insurance-based Investment Products
(PRIIPs), the Insurance Distribution Directive (IDD) and, the
issue predominantly in the spotlight in recent months, General
Data Protection Regulation (GDPR).
GDPR is not a financial services specific piece of legislation,
it will apply to every business operating in the UK, including
advisory firms, in the same way as the existing Data Protection
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Act. If you have not yet begun to prepare for the date by which
you must be compliant with GDPR, the 25th of May 2018, I
would urge you to consider what action you need to take as soon
as possible. Whilst many of the requirements are based upon
common-sense practices which you are likely to already have in
place, there are also some requirements around operations and
documentation of processes which will be brand new to the
majority of firms.
So, what will be the biggest issues that advisers need to consider?
• Formal processes must be put in place to ensure the quality of data.
It makes sense for business, as well as data security reasons, to
ensure that the data you hold is as accurate as possible. However,
GDPR asks that ‘every reasonable step’ is taken to ensure the
accuracy of data held and that inaccurate data is erased or rectified
without delay.
• You will be liable for ensuring that your entire supply chain adheres
to GDPR requirements. When purchasing and sharing data (for
example, if you pass data to a third party to conduct a mailing), you
are responsible for undertaking due diligence to ensure that every
part of your supply chain meets the GDPR rules.
• The rules are more stringent regarding data subject consent. The
existing Data Protection Act does state that consent to use their
details must be given by the data subject, however, the GDPR will
put a higher burden upon establishing the validity of the data and
the data subject must be fully informed of their right to withdraw
consent to use their details.
• The Information Commissioner’s Office (ICO) must be informed
if a data breach which puts an individual’s details at risk occurs.
Again, not a big change here for most firms, as it is already
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'At the moment it seems
like a catch-22; how can
you obser ve the rules of the
GDPR without leaving your
business vulnerable to false
claims, or even those which
are made in good faith but
would be easy to answer
if you had access to the
relevant case details?'
recommended that any serious breaches should be reported.
The GDPR will make this mandatory, and introduce a new
process and timeframes.
So far, so straightforward? Well, one of the rules which
might be more problematic for advisers is referenced in
Intelliflo’s article on page 48. Rob Walton states, quite
correctly, that client information must be completely deleted
from your records, rather than just archived, if the client
makes that request. On first glance, that seems perfectly
reasonable; nobody should have the right to hang onto your
personal data if you don’t want them to have it. However,
in an increasingly litigious society, with some complaints
received by advisers dating back many years, how can you
defend yourself against claims if you have deleted the details
of the client and the case?
At the moment it seems like a catch-22; how can you
observe the rules of the GDPR without leaving your business
vulnerable to false claims, or even those which are made in
good faith but would be easy to answer if you had access to
the relevant case details?
Luckily, the Information Commissioner’s Office has
inserted a few small, but very powerful, words into its
summary document which suggest that it might understand
that this will be a complex rule for some types of business to
observe; that data need not be erased upon consumer request
if there is a “lawful basis” for it be retained. Please do remain
mindful, however, that you may be called upon to provide
transparent and comprehensive justification of this ‘lawful
basis’, either by a client or by the regulator, so needs to form
part of your preparation.
So, although the FCA is yet to issue any formal guidance,
it is highly unlikely that it will deviate greatly from the
framework set out by the ICO so it would be fruitless, and
ultimately more time consuming, to defer your GDPR
preparations. Just think, it could be worse; you could be a
Brexit negotiator!
The ICO has provided a useful checklist to help firms
ensure they are fully compliant with the requirements of
GDPR, you can find it on its website at www.ico.org.uk

The Information Commissioner’s Office has issued
a twelve step plan for businesses to take now in
preparation to be GDPR compliance before the
25th of May 2018.
1. Awareness: You should make sure that decision makers and key
people in your organisation are aware that the law is changing to the
GDPR. They need to appreciate the impact this is likely to have.
2. Information you hold: You should document what personal data
you hold, where it came from and who you share it with. You may
need to organise an information audit.
3. Communicating privacy information: You should review your
current privacy notices and put a plan in place for making any
necessary changes in time for GDPR implementation.
4. Individuals’ rights: You should check your procedures to ensure
they cover all the rights individuals have, including how you would
delete personal data or provide data electronically and in a
commonly used format.
5. Subject access requests: You should update your procedures and plan
how you will handle requests within the new timescales and provide
any additional information.
6. Lawful basis for processing personal data: You should identify the
lawful basis for your processing activity in the GDPR, document it
and update your privacy notice to explain it.
7. Consent: You should review how you seek, record and manage 		
consent and whether you need to make any changes. Refresh existing
consents now if they don’t meet the GDPR standard.
8. Data breaches: You should make sure you have the right procedures in
place to detect, report and investigate a personal data breach.
9. Children: You should start thinking now about whether you need to
put systems in place to verify individuals’ ages and to obtain parental
or guardian consent for any data processing activity.
10. Data Protection by Design and Data Protection Impact

Assessments: You should familiarise yourself now with the ICO’s
code of practice on Privacy Impact Assessments as well as the latest
guidance from the Article 29 Working Party, and work out how and
when to implement them in your organisation.
11. Data Protection Officers: You should designate someone to take
responsibility for data protection compliance and assess where this role
will sit within your organisation’s structure and governance
arrangements. You should consider whether you are required to
formally designate a Data Protection Officer.
12. International: If your organisation operates in more than one EU
member state (i.e. you carry out cross-border processing), you should
determine your lead data protection supervisory authority. Article 29
Working Party guidelines will help you do this.

If you have any specific queries in relation to these matters please
e-mail us at technical@compliancefirst.co.uk or telephone
the Technical Team on 0141 4338211
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EXTENDING THE SENIOR
M A N A G E R S & C E R T I F I C AT I O N
R E G I M E TO A L L F I R M S
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
The Senior Managers & Certification Regime (SM&CR) applying to all FCA regulated firms
was published in August within a consultation document. Perhaps the biggest change
to this will see the removal of the Approved Persons Regime (APR) and the withdrawal
of investment advisers (registered as CF30) from the FCA register. So what exactly is the
SM&CR, why is it now being implemented to all firms and what are the proposals?
What is the SM&CR?

Senior managers within a firm have a crucial role in
demonstrating that they are accountable and responsible for
their part in delivering effective governance. This includes taking
personal responsibility and being accountable for their decisions
and exercising rigorous oversight of the business areas they lead.
FCA wants all firms to develop a ‘culture of accountability’ at
all levels and for senior individuals to be fully accountable for
defined business activities and material risks.
This should, over time, result in improved culture and
governance in the industry, and help to reduce consumer harm. It
should also promote public confidence that firms have the right
people in the right roles, working in the interests of consumers
and markets.
The aim of the SM&CR is to reduce harm to consumers and
strengthen market integrity by creating a system that enables
firms and regulators to hold people to account. As part of this,
the regime aims to:
• encourage staff to take personal responsibility for their actions
• improve conduct at all levels
• make sure firms and staff clearly understand and can
demonstrate who does what
Why is the regime being implemented?

Following the financial crisis, 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 PRAdesignated investment firms since March 2016, and now the
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FCA is replacing the Approved Persons Regime (APR) with the
SM&CR in almost all financial services firms.
The FCA wants to have consistent principles applied across
financial services, however, they also want the new regime to be
proportionate and flexible enough to accommodate the different
business models and governance structures of firms. With this in
mind the proposals tailor the principles from the banking regime
to reflect the different risks, impact and complexity of all other
firms subject to the extension.
The Proposals

The key to implementing the SM&CR to all firms is
proportionality. This means the same rules that apply to
banks should not apply in the same way to investment
intermediaries. Whilst the regime will apply to all firms
the majority of investment intermediaries will only have to
apply core principles and not enhanced standards. The FCA
has defined firms applying the core principles only as Core
SM&CR firms. The chart below confirms if a firm is defined
as a ‘core’ or ‘enhanced’ firm:
The information below assumes you are a ‘core’ firm and
overviews your responsibilities.
As mentioned above the SM&CR replaced the APR. The
new regime will introduce 2 levels of responsibilities. These
are ‘Senior Managers’ and ‘Certified Persons’.
1. Senior Managers

This focusses on the most senior people in the firm. The
FCA rules will define which roles are ‘Senior Management
Functions’ (SMF) depending on the type of firm involved.
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Anyone who holds a Senior Management Function needs to
be approved by the FCA before they start their role, the same
as under the Approved Persons Regime.
The FCA is proposing the following Senior Management
Functions for all firms:
Governing functions

SMF9 – Chair (non-executive)
SMF1 – Chief Executive
SMF3 – Executive Director
SMF27 – Partner
Only the functions that are relevant to the firm need to be
applied for (similar to the existing APR).
Required functions

SMF16 – Compliance Oversight
SMF17 – Money Laundering Reporting Officer (MLRO)

the current CF30 function to apply to any person dealing with
clients, including retail and professional clients and eligible
counterparties. This will cover:
• Anyone who supervises or manages anyone performing
one of the functions above (directly or indirectly). – This
will ensure that those who supervise certified employees
are held to the same standard of accountability, and that
there is a clear chain of accountability between junior
certified employees and the Senior Manager ultimately
responsible for that area. For example, if a firm employs
a customer‑facing financial adviser, every manager above
them in the same chain of responsibility will have to be
certified (until the Senior Manager approved under the
SMR is reached).
• Significant management function (based on 		
current CF29)
• CASS oversight function (current CF10A)
Conduct Rules

Similar to the existing regime, sole traders will only be
appointed under the compliance oversight function unless
they have additional advisers that requires the appointment
of a MLRO.
Every Senior Manager will need to have a document
that says what they are responsible and accountable for (a
‘Statement of Responsibilities’). Firms need to give the FCA
this statement when a senior manager applies to be approved,
and whenever there is a major change to their responsibilities.
In addition to the above, all senior managers have a
‘Duty of Responsibility’ – which means if something goes
wrong in an area that they are responsible for, the FCA will
consider whether they took ‘reasonable steps’ to stop this
from happening. Roles can be shared and in which case
responsibilities will be shared equally.

These are new high-level standards of behaviour that will
apply to almost all employees who carry out financial services
activities within a firm. Some conduct rules apply to all
employees, while others only apply to Senior Managers. They
are similar to the existing code of conduct principles and
include ‘acting with integrity’ and ‘treating customers fairly’.
The conduct rules are about improving the behaviour of all
staff in firms.
Regulatory References

A firm appointing a senior manager, certified person or
non-executive director must request the previous six years of
employment references. This will require the firm to request
certain information about that individual and for the previous
employer (assuming PRA or FCA authorised) to provide that
information.

2. Certified Persons

• This covers people who are not Senior Managers, but whose
jobs mean they can have a big impact on customers, markets or
the firm. The FCA terms these as ‘Certification Functions’. The
FCA will not approve these people, but firms will need to check
and confirm (‘certify’) that they are suitable to do their job at
least once a year. The likely roles that apply and are defined as
Certification Functions include:
• Functions that are subject to qualification requirements – this
includes, mortgage advisers, retail investment advisers and
pension transfer specialists.
• Client dealing function – this function will be expanded from

What next?

We are currently developing an additional service to provide
even more support for you in this area. This will be an
optional service and full details will be provided later this year.

For more information, please don’t hesitate to get in touch at
technical@compliancefirst.co.uk or speak to the Technical Team
on 0141 6164161
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Monday 27th November
10.30am - 2.30pm
The Advice Show has become a permanent fixture in our events programme,
offering the chance to tune in and listen to expert analysis and opinion as we
broadcast live from studios in London direct to you, wherever you may be.

The last show of the year will bring advisers an extended programme, as we reflect on the year
that has been 2017 and provide a unique insight into what we can expect from 2018.

Featuring… The Investment Landscape, Special Feature – Socially Responsible
Investing, The Retirement Market, Special Feature – The ageing population,
The Role of Technology in 2018, How technology is shaping advice,
Special feature - Insight into the BTL market, The human touch.

Join our Advice Show host and Managing Director of SimplyBiz Investment Services, Dan Russell
for what looks certain to be a fascinating and valuable session.

Book your place today at www.theadviceshow.co.uk
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WHAT LIES BENEATH?
A n d y Fe a r
In v e s t m e n t B u s i n e s s D e v e l o p m e n t M a n a g e r
Pr u d e n t i a l
Diversification has long been understood as the cornerstone of
managing investment risk and has been used by multi-asset funds
to help provide suitable investment vehicles for a client’s given risk/
return appetite. These funds have traditionally then invested across
equity, fixed interest and commercial property sectors in the core
UK, US and European markets to achieve this diversification.
However, how easy is it to achieve true diversification in the
current market environment? Equally, just because something is
multi-asset, does that mean it is fully diversified or indeed has the
ability to deliver suitable, risk adjusted returns?
As many advisers will be well aware, current longer term capital
market expectations for returns from the core asset classes are low,
particularly when compared to the last few decades, and these
traditional assets are becoming increasingly correlated.
To improve overall multi-asset portfolio returns, and those of
the individual component parts, perhaps we need to consider the
use of wider and alternative asset classes?
A structural view of the markets

The multi-asset framework is based on the principle that investors
face a risk-return trade-off when choosing assets. The objective is to
establish expectations for asset classes that reflect how investments
and their markets may perform in the future.
A key factor is a medium and long-term economic growth
model which allows for demographic growth, human and physical
capital, technological change and productivity across developed
and emerging markets.
These factors can then be combined with a “building block”
framework that considers the structural components of asset
class returns, which could include:
• Expected real rates of return
• Future inflation expectations
• Risk Premia (the additional expected return for, say, equity, credit
and commercial property over the risk free rate of return)
• Illiquidity Premia (the additional return for holding longer term
assets with lower liquidity)
As well as low capital market return assumptions; current market
valuations and geopolitical uncertainties mean that investors focus
turns to the investment risk being undertaken. It then becomes
more important for investors to consider investment products
which offer true asset diversification and perhaps those which have
the ability to smooth out any large fluctuations in fund prices.

Strategic asset allocation changes

Strategic asset models can be adapted to incorporate wider and
alternative asset classes, alongside traditional assets, to provide the
potential for both additional returns and diversification benefits.
From an advisers perspective, a clear understanding of a multi-asset
fund’s strategic asset allocation strategy will uncover the degree of
diversification and the variety of asset class exposure.
The available universe of investable asset classes is ever
changing, in line with evolving capital markets and opportunities.
Even in the traditional asset classes, we can see new diversification
opportunities arising all the time. Some of the recent opportunities
include African and Emerging Market equity, Asian and European
commercial property and Asian fixed income as well as new fixed
income asset classes such as commercial bridge loans and private
high yield credit.
What do alternatives bring to a multi-asset fund?

Alternatives can often take advantage of the opportunities that
exist in less liquid and more specialised asset categories. The global
opportunity set might include Private Equity, Infrastructure, Hedge
Funds, Private Credit and Insurance Linked Securities.
Common features amongst alternatives include genuinely
differentiated return streams, diversification vs. traditional assets, the
capturing of illiquidity premia and exploiting market dislocations to
generate excess returns.
Of course, due diligence is vitally important when considering
such investments; and this brings the requirement for a wellresourced, experienced and knowledgeable team of experts,
operating within a longer term investment mandate.
The current investment market is a challenging one, with many
multi-asset type solutions available but understanding the underlying
strategic asset allocation strategy should enable you to source a
diversified fund suitable to meet your client’s long term needs.

Please speak to your Prudential Account Manager or visit the PruAdviser
website at www.pruadviser.co.uk
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NEXT GEN
SIMPLYSITES 2.0
COMING THIS SEPTEMBER

At the start of the year we lauched NextGen SimplySites
a next generation website designed to service the
changing needs of your clients and to bring
about some much-needed efficiencies
Coming this September, NextGen 2.0 will give you even more:
New news facility – weekly news features in a new innovative design
An estate planning plug in – to bolt on or have as a standalone site *
A mortgage only version, packed with new content and tools
Advertising banner facility for your home page
Consumer facing material to promote your site

Find out more
about NextGen,
including designs,
features and packages

www.nextgensites.co.uk
2 2 ADVISERF I R S T

simplysites@simplybiz.co.uk
* For APS & Associates

I N V E S T M E N T S PE C I A L ADVISERFIRST

PREMIER LIBERATION
VOLATILITY-TARGETED FUNDS
David Thornton
S e n i o r In v e s t m e n t M a n a g e r, Mu l t i - A s s e t Fu n d s
Pr e m i e r A s s e t M a n a g e m e n t
The four Premier Liberation funds, managed by the Premier
multi-asset team, have volatility target objectives aligned
with the Distribution Technology (DT) Risk Target Managed
profiles four to seven.
The Premier multi-asset team started managing these funds
in December 2012, and since this time they have continually
made active management decisions about asset allocation and
investment selection, in line with the funds’ volatility target
and DT risk profiles. Investment conditions have remained
challenging throughout this period, but the team believes
the current investment environment, including high levels
of economic, political and market uncertainty, have made
it appropriate to make some meaningful changes to the
positioning of the funds.
With this in mind, and combined with the clear volatilitytargeted aims of the four Liberation funds, we have made a
number of important changes to the funds’ investment strategy.
We believe these changes are creating multi-asset portfolios that
are even better diversified, with less exposure to some of the
investment areas we are most concerned about, including gilts
and part of the corporate bond market.
Given the strong bond rally and lack of decorrelation to
equities, we felt that the funds’ long duration exposure, provided
by gilts and index-linked bonds, no longer served to reduce
portfolio level risk and volatility.
In the second half of 2016, we took a number of actions to
reduce the duration of the bond portfolios across the range. In
the lower volatility-targeted funds we sold out of UK indexlinked bonds into inflation linked investments, avoiding long
duration exposure.
During this time we also reduced our UK nominal gilt
exposure by switching a significant portion of these assets into
short dated gilts. Within our corporate bond allocation, we
reduced the exposure to vanilla investment grade corporate
bonds in favour of asset-backed investments with virtually no
duration. As a result, the funds' benefitted as gilts subsequently
sold off heavily through the rest of 2016.
During this year we made further changes to the fund's
investment strategy to manage some of the investment team’s
ongoing key investment concerns, including managing the
funds’ exposure to overseas currency following the significant
devaluation of sterling since the EU referendum vote, remaining

long duration bond exposure, and our US allocation, where we
were concerned about lofty valuations and our cautious view on
US equities generally.
We have generally reduced the exposure to US equities
following a strong rally and due to valuations looking expensive.
Also, in terms of the equity allocation in the funds, we have added
to mid and small cap equities away from mega sized companies.
We continue to have some exposure to the largest companies but
from an asset allocation point of view, we believe the move to
more mid and small cap equities creates an equity portfolio that is
better diversified in terms of opportunity and risk.
The allocation to bonds has further decreased, including
exiting our entire gilts position to further reduce our interest
rate sensitivity, with an increased weighting in alternative
investments, including market neutral absolute return funds,
being used partly as a better value proxy to bonds and for lower
potential correlation to equities.
Finally, our exposure to commercial property has fallen as we
have taken profits following some very good performance.
As always, all the latest investment changes and portfolio
breakdowns are included in our Quarterly Investment Report
covering all four Premier Liberation funds. Overall, we believe
the recent changes to the asset allocations and investment
selection have further diversified the risks in these portfolio,
positioning the funds into areas of better potential future
value and are very much in line with the volatility-targets and
expectations for each fund.

For more information please visit www.premierfunds.co.uk
This article is for information purposes and is only to be issued to financial intermediaries. It is not for circulation to retail
clients. It expresses the opinion of the investment manager, is subject to change and does not constitute advice. Any reference to
particular stocks is not a recommendation for investment purposes. Persons who do not have professional experience in matters
relating to investments should always speak with a financial adviser before making an investment decision.
Issued by Premier Asset Management. ‘Premier Asset Management’ and ‘Premier’ are the marketing names used to describe the
group of companies including Premier Fund Managers Limited and Premier Portfolio Managers Limited, which are authorised
and regulated by the Financial Conduct Authority of 25 the North Colonnade, Canary Wharf, London E14 5HS and are
subsidiaries of Premier Asset Management Group plc. The registered address of all companies is
Eastgate Court, High Street, Guildford, GU1 3DE.
Premier Portfolio Managers Ltd is registered in England no. 01235867. Premier Fund Managers Ltd is registered in England
no. 02274227. Premier Asset Management Group plc is registered in England no. 06306664. For your protection, calls may be
monitored and recorded for training and quality assurance purposes.
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SIMPLYBIZ INVESTMENT
SERVICES: UNDER THE
MICROSCOPE
SUPPORTING YOU AND YOUR CLIENTS AT
EVERY STEP OF THE ADVICE PROCESS

SimplyBiz Investment Services (SIS) brings you a range of
tools, guidance and material for all aspects of the investment
process and is designed to help strengthen your adviser charging
model, as well as enhance client retention. Let’s take a closer
look at what SIS has to offer.

of the highest rated investment firms in the UK. From risk
managed or risk profiled active and passive funds to model
portfolios and discretionary management, SIS has everything
you need to build a compelling portfolio for your clients.
Tax Wrappers and Platforms

Advice & Client Management Tools

By bringing together best of breed technology, we aim to
ensure that your client’s attitude to risk remains absolutely
central to your advice process. Through selected tools you can
produce valuable planning reports, assess and select appropriate
portfolios to meet your clients’ requirements and efficiently
manage your relationships.
			 Investment Solutions

			
SIS provides a supply chain of market leading
				
investment solutions from some
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To ensure your investment advice process runs as smoothly as
possible, SIS has worked to integrate access to a number of key
platforms through the Dynamic Planner® and Simply Intelliflo
Plus systems.
Software Support

Access to a library of easy-to-follow user guides supports your
use of the different tools available. If you require additional
help, or want to ensure you’re getting the most from the various
technology solutions, you can also book online software training
sessions with the SIS team.

Research and Due Diligence

With regulation surrounding the investment advice process
constantly increasing, it is important to ensure your research
and due diligence are built on robust and repeatable
foundations. Our support in this area will help you to feel
confident that you consistently provide the best options for the
individual goals and needs of your clients, whilst adhering to the
requirements of the regulator.
Business Consultancy

The business consultancy team can help you optimise your
investment proposition, ensuring that you take advantage
of the support solutions available, whilst also meeting the
regulator’s expectations.
In order to give you a bespoke, wholly relevant business
consultation, we would firstly explore and analyse the way

in which your practice works in the context of your client
proposition, centralised investment proposition and
supplier proposition.
Each of our consultancy propositions is designed to meet the
specific needs of your business, and after an initial discussion,
we would arrange a consultancy meeting to find out exactly
what you require before moving forwards. We understand that
each business is as individual as the fingerprints of the advisers
who work there, but believe there are common foundations
which can strengthen the processes within that firm. The SIS
business consultancy team brings with it the experience and best
practice from hundreds of other firms; get in touch today to
discuss how we can help your business.

For more information, visit the SimplyBiz Investment Services section
of the website which can be located under the Investments tab, or
contact the team directly on 0808 124 0000
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THE BEST OF TIMES,
THE WORST OF TIMES
Ve r b a t i m
Asset Management
I have gone back in time by 158 years to find an explanation
of the world we live in today: Charles Dickens’ A Tale of Two
Cities, which was published in 1859 and describes a time of
contradictions during the French Revolution. This iconic novel
opens with the following lines:
“It was the best of times, it was the worst of times, it was the age of
wisdom, it was the age of foolishness, it was the epoch of belief, it was
the epoch of incredulity, it was the season of Light, it was the season of
Darkness, it was the spring of hope, it was the winter of despair, we
had everything before us, we had nothing before us, we were all going
direct to Heaven, we were all going direct the other way . . .”
Over the past couple of years, we have experienced
unprecedented political uncertainty and events, with no sign of
calm and stability on the immediate horizon. And yet in spite of
this political environment, the global economy and most stock
markets have continued to strengthen throughout 2017.
2 6 ADVISERF I R S T

‘ O ve r t h e p a s t co u p l e o f
ye a r s , we h ave ex p e r i e n ce d
u n p r e ce d e n t e d p o l i t i ca l
u n ce r t a i n t y a n d eve n t s , w i t h
n o s i g n o f ca l m a n d s t a b i l i t y
on the immediate horizon.’
At the same time, equity volatility has declined to record
lows. Such has been the low level of volatility that headlines
were made when the Vix – the so-called Fear Index in the US
which reflects the expected movements in the US stock market
implied by option prices - climbed for just three successive days
and on 9 August went above the 15% mark for the first time

I N V E S T M E N T S PE C I A L ADVISERFIRST

that may cause a sustained correction.
So far this year, we have even avoided the kind of 5-10%
pullback that is a function of healthy markets and many
commentators have noted a sense of complacency creeping
in. The following examines some potential triggers that might
knock markets off current highs as we enter the autumn.

since 29 June. This short-term jump was prompted by the war
of words and threats traded between the US and North Korea at
the start of August.		

Source: Yahoo Finance, to 31.07.17

Such depressed volatility has led to growing fears of a more
significant spike to come however and perhaps a bear market
along with it. To be clear, we are not predicting a global recession
at this point – growth continues to pick up, albeit modestly –
but it is useful to keep an eye on potential risks lurking out there

Unstable politics: Trump – and a global rise in protectionism
While political volatility has proved unable to derail markets so
far, we remain in the midst of an unpredictable environment,
particularly in the US.
As we have seen, anti-establishment/immigration sentiment
can have surprising results – Brexit, Trump and the UK’s recent
General Election – and there is potential for similar surprises in
other parts of the world.
We currently have a UK government weakened in its Brexit
negotiations and a US president struggling on the domestic
front.
Early fears about Trump adopting protectionist policies in
his quest to make America great again have abated for now in
a storm of multiple other controversies. He is a businessman
rather than a politician so is generally seen as pro-business but I
have always had concerns over the extent to which he can back
up his promises.
Enacting political change is a laborious process – as his
travails to repeal Obamacare have shown – and Trump looks to
be finding his business life has not left him well equipped for
the slow pace of government.
In addition, while his corporate tax reform has dominated
sentiment, not all of his likely policies will be so businessfriendly. In my view, protectionist agendas can only hurt
consumers and economies – and this could prove a global
phenomenon as countries scrabble for economic growth.
Rising inflation and interest rates (and withdrawal of
quantitative easing)
Against such an unstable political backdrop, we also face the
looming prospect of ultra-easy monetary policy coming to the
end of the road.
Close to a decade on from the financial crisis and with growth
re-established across much of the world, most countries are at
least considering policy tightening in the months ahead. Central
banks have interest rate rises back on the agenda but potentially
more wide-reaching is the withdrawal of quantitative easing and
paring back bond-buying programmes.
America began this process earlier, being further ahead in
recovery terms, and has already increased rates once this year.
Another hike was expected this year but the Federal Reserve
adopted a more cautious tone on inflation at its July meeting,
suggesting the next rise might be pushed into 2018.
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THE BEST OF TIMES, THE WORST
OF TIMES... CONTINUED
Noting ‘roughly balanced’ near-term risks to the economic
outlook, the Fed kept rates unchanged but expects to start
paring back bond holdings “relatively soon”.
In the UK, June’s lower-than-expected inflation figure –
dropping to 2.6% from 2.9% in May, largely on the back of lower
petrol and diesel prices – helped stifle calls for higher interest
rates at the August meeting. There had been concerns about
imminent hikes as members of Monetary Policy Committee
(MPC) grow more hawkish but following the inflation drop off,
a rise in August came off the table.
The Bank only has limited tolerance for above-target inflation
however and may still push rates back up to 0.5% this year if
conditions in the wider economy improve while price growth
remains above 2%.
As for Europe, there have been concerns tightening policy
too soon could choke off a still-developing recovery and
European Central Bank (ECB) president Mario Draghi seems
to understand this. Speaking at the Bank’s July meeting he said
he is keen to avoid the kind of ‘taper tantrum’ seen in 2013
when the US began trimming its balance sheet and therefore
accommodative monetary policy is still needed.
The ECB’s purchases have been on a strict schedule since
2015, with the bank buying the debt of each member state in
proportion to its size. But it has had to start varying purchases to
avoid hitting limits that prohibit holding more than a third of any
country’s outstanding debt. Any premature tightening could deal
a blow to inflation expectations and reduced bond purchases may
see the weaker peripheral countries come under pressure.
Just as putting money into markets via quantitative easing
(QE) was an experiment, taking it out is similarly without
precedent and markets are waiting to see what a world without
this support looks like. No one is suggesting the money will be
withdrawn overnight but the slowing and eventual end of QE
has to be a consideration over the coming months. With the Fed
hiking rates, the ECB and BoE talking about it and the Bank
of Japan also muttering, markets will have to get used to life
without the safety net in place for the last decade.

to A1 earlier this year – the first downgrade in 30 years - citing
concerns about the country’s financial system and economy.
With credit growth routinely outstripping GDP in recent
years, we felt this downgrade was overdue and fell into the
market noise category rather than signalling any kind of major
economic shift. That said, China is looking to move to more
sustainable growth – mid single digits as opposed to the 10%plus of recent memory – and excessive leverage is one potential
hurdle for such a soft landing.
China’s broad money supply (M2, or cash plus bank deposits)
to GDP, was running at 208% at the end of 2016 for example
— among the highest levels in the world.
China has been tightening policy for some time, partly

Source: The World Bank, to end 2016

via fiscal means (such as property constraints) and partly via
monetary (raising the costs of finance in various channels). This
aims to address pockets of excess while not derailing the recovery
in growth, and so far they appear to have been successful.
One key aim is to orchestrate deleveraging and the
Government has been raising interbank borrowing costs while
encouraging more normal costs of corporate finance
									

China – a harder landing than feared for the global floor?
Like most of the rest of the world, China indulged in heavy duty
QE in the wake of the financial crisis and this pump priming
has helped keep the country’s growth in the 6-7% range while
the US struggles along at 2%. Many economists believe China’s
continued growth has kept a floor under the global economy
while G7 countries struggle but concerns are growing about the
country’s massive debt burden.
Key to this was Moody’s relegating China’s debt from Aa3
Source: Bloomberg, as at 08.08.17
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‘China clearly has some
issues to deal with to ensure
i t s e co n o m i c s t a b i l i t y ; i n
t h a t , h oweve r , g i ve n t h e
c u r r e n t c l i m a t e , i t ca n h a r d l y
be said to be alone.’
Aggressive deleveraging seems unlikely as this might pose risks
to the financial system: if successful, reducing debt is likely to
be a multi-year project.
We will continue to watch these with interest. China clearly has
some issues to deal with to ensure its economic stability; in that,
however, given the current climate, it can hardly be said to be alone.
Illiquidity in bond markets
Another question currently under review is liquidity in UK
corporate bonds, with fears growing that a run on this debt could
hit the wider market in a similar way to how mortgage-backed
exposure came close to crippling the banking system in 2007-2008.
Most of the concerns lie in the liquidity mismatch between
corporate bond funds, which offer instant redemptions for
investors, and the underlying assets that can be hard trade in a
crisis. The danger is that forced selling drives bond prices down,
creating a feedback loop; for a recent example, consider how
many property funds had to suspend dealing in the wake of
Brexit last year.
According to a recent report from the Bank of England, a
1.3% weekly redemption from corporate bond funds would
bring the market to breaking point. The BoE said this level of
outflows from credit funds – a third higher than that seen at
the nadir of the 2008 crisis – would result in bond dealers and
hedge funds being unable to absorb any further sales except at
"highly dislocated" prices.

In October 2008, when outflows from all investment grade
corporate bond funds reached 4.2%, the associated impact was a
100 basis point rise in spreads, with around half of this attributable
to deteriorating liquidity. A repeat of this level of redemptions would
have more severe consequences, the study predicted, because of the
greater size of the corporate bond fund universe and lower levels of
liquidity. The BoE’s report indicate that weekly redemptions from
funds equal to 1% of net assets would see spreads rise by 40 basis
points – roughly a third of the average for European credit from
2000 to 2016. Redemptions of 1.3% – the breaking point level
-– could increase spreads by around 70 basis points, equivalent to
50% of their historical average value.
Again, this looks a worse-case scenario but with policy beginning
to shift toward higher interest rates, an exodus from bonds should
not be discounted entirely. While a sell-off in credit is unlikely to
be as damaging as the mortgage-related crisis of 2008, these funds
having to close their doors would cause a major dent in sentiment.
What are the chances of these triggers occurring? I have said
many times that my co-manager Paul and I do not have a crystal
ball and no one can accurately predict the future. We are longterm investors who believe in diversification, patience and building
portfolios to meet the volatility targets that our investors expect us
to achieve. The art of our approach is how to balance these historic
behaviours with being alert to the threats and opportunities created
by the potential triggers outlined in this article.

This article has been produced by John Husselbee,
Fund Manager, Liontrust, on behalf of Verbatim Asset
Management.
For further information, please visit the Verbatim website
www.verbatim-am.co.uk to learn more about our funds and
commitment towards achieving the outcomes advisers seek, or
request a copy of our marketing pack from the team by
calling 0808 12 40 007 or by emailing info@verbatim-am.co.uk
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A DIFFERENTIATED APPROACH TO
EMERGING MARKETS
X a v i e r H o v a s s e a n d C h a r l e s Z e ra h
Fu n d M a n a g e r s o f C a r m i g n a c Po r t f o l i o E m e r g i n g Pa t r i m o i n e
Carmignac
In recent years, emerging markets have regained their rightful
place with investors as part of the strategic asset allocation of their
portfolios. Investors with a higher risk appetite have increased their
exposure to emerging market equity funds, while more cautious
investors have opted for emerging market debt funds. Yet, there
are growing numbers of investors that require a more all-inclusive
emerging markets proposition, for example, equity investors that
would prefer a more cautious approach within the emerging markets
universe, or debt investors wishing to spice up their emerging
markets asset allocation with a hint of equity holdings. Carmignac
Portfolio Emerging Patrimoine caters to the needs of both types
of investors. The uniqueness of this Fund lies in its differentiated
approach. Not only does it provide exposure to emerging markets
through a diversified allocation across equities, bonds and currencies,
but it also places a particular emphasis on active risk management.
Emerging markets, a core investment theme since 1989

Although macro-economic indicators are clearly in favour of
emerging markets, the universe itself still comes with risks. Finding
a clear path to returns can be exhausting and requires considerable
experience, especially in order to select attractive opportunities and
avoid pitfalls. To be successful, investing in emerging markets must
involve choosing the right partner.
Carmignac’s experience in emerging markets stretches back
more than 25 years. We began investing at a time when others were
still reluctant to commit. Over the years, we have formed strong
relationships with local market experts. We have also fine-tuned our
investment process to capture the most promising opportunities of
the emerging universe while actively anticipating, identifying and
mitigating its associated risks.
The power of choice within the emerging universe

Carmignac Portfolio Emerging Patrimoine deploys an active
asset allocation across emerging market equities, bonds and
currencies. Underpinned by a conviction-driven philosophy, its
non-benchmarked approach enables us to invest freely across both
traditional emerging markets and lesser-known frontier markets
(unconstrained by asset class, geographic region, sector or market
capitalisation).
Having a non-benchmarked approach and three performance
drivers within the emerging universe gives us freedom of choice.

Most asset managers form a view on a specific country and then
assimilate that country view to all asset classes. Our approach is
different. We develop a clear and distinct view on each asset class
within each country, noting that the opportunities, valuations and
risks can be different in each instance. We consider this freedom to
be a great strength and a key contributor to the Fund’s long-term
success.
Focus on active risk management

The ability to manage market risks effectively has been a cornerstone
of Carmignac’s investment style for many years. We do not see
risk as a source of anxiety. We see risk as a natural part of what we
do. Correctly evaluating and understanding volatility and market
pressure gives us the opportunity to deliver the best possible returns.
One of the hallmarks of Carmignac Portfolio Emerging
Patrimoine is its active risk management. As a matter of fact,
in addition to seeking to benefit from market upturns and to
outperform its reference indicator* over five years**, the Fund aims
to limit downside risks. To this end, Carmignac Portfolio Emerging
Patrimoine has more than one string to his bow. First, the Fund’s
non-benchmarked approach and flexible asset allocation enable
us to boost portfolio diversification, by exploiting decorrelations
between geographic regions, sectors and asset classes. Second, the
Fund’s wide variety of tools – flexible equity exposure (0% to 50%),
broad modified duration range (-4 to +10), currency exposure and
derivative strategies – enable us react to changing market conditions
and flexibly adapt to the environment.

To find out more, do not hesitate to contact us at 0207 360 6114
or at UK_Team@carmignac.com and visit our
website www.carmignac.co.uk.
(*) Reference indicator: 50% MSCI EM (EUR) (Reinvested Net Dividends) + 50% JP Morgan GBI-EM (EUR).
Quarterly rebalanced. (**) Recommended minimum investment horizon.
Promotional article. This article may not be reproduced, in whole or in part, without prior authorisation from the management
company. This article does not constitute a subscription offer, nor does it constitute investment advice. The information contained in
this article may be partial information, and may be modified without prior notice. Access to the Fund may be subject to restrictions
with regard to certain persons or countries. The Fund has not been registered under the US Securities Act of 1933. The Fund may
not be offered or sold, directly or indirectly, for the benefit or on behalf of a “U.S. person”, according to the definition of the US
Regulation S and/or FATCA. The Fund presents a risk of loss of capital. The risks, fees and ongoing charges are described in the KIID
(Key Investor Information Document). The Funds’ respective prospectuses, KIIDs and annual reports are available at www.carmignac.
co.uk, or upon request to the Management Company, or for the French Funds, at the offices of the Facilities Agent at BNP PARIBAS
SECURITIES SERVICES, operating through its branch in London: 55 Moorgate, London EC2R. This material was prepared by
Carmignac Gestion and/or Carmignac Gestion Luxembourg and is being distributed in the UK by Carmignac Gestion Luxembourg
UK Branch (Registered in England and Wales with number FC031103, CSSF agreement of 10/06/2013).
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SEVEN’S WAYS TO MINIMISE
MIFID II’s IMPACT
Tim is the Business Development Manager for 7IM and manages their
relationship with The SimplyBiz Group.
Ti m C o v e rd a l e
Business Development Manager
S e v e n In v e s t m e n t M a n a g e m e n t ( 7 I M )
MiFID II will take effect on 3 January 2018, impacting everyone
who has any involvement with the regulated markets. So, it applies
to 7IM, advisers like you and your clients.
Recent research found that over two thirds of adviser firms are
apparently not at all concerned about its impact. But 7IM believes
that advisers should be focused on the new detailed requirements
that they will have to support. We flag three areas that advisers can
check off now:
1. Do you have a regulatory-compliant, unique
identifier for clients who invest in more than funds?

As we invest in any listed securities on your behalf, 7IM will need
to report up to 65 data points on the transactions. A key piece
of information will be who is benefiting. That means we’ll need a
unique identifier for every client in the form of:
• National Insurance (N.I.) numbers for all ‘natural persons’ i.e.
individuals, as well as clients with SIPPs and bare trusts as we
can ‘look through’ to the end beneficiary.
• Legal Entity Identifiers for non-personal accounts (i.e. corporates,
charities, as well as any trusts with deeds). These are only available
through The London Stock Exchange’s Unavista here in the UK.
• Concatenated codes for any overseas nationals who are clients but
don’t have an N.I. number. This typically uses a signifier for the
nationality with their passport number.

the time to make sure clients really understand their sum total of
how the different platforms you use charge, the underlying fees
for their investments, what SimplyBiz Group services you use and
what you personally charge. A recent FCA report found that 51%
of investors didn’t know they were actually paying any fees, and it
would not be wise to find your clients in that group.
3. Do I still have to send quarterly reports to clients?

Yes. But while 7IM will initiate the new quarterly reporting
cycle for formal regulatory statements (i.e. the detailed portfolios
valuations and fee overviews etc.) for your clients, we are also in
talks with the regulator about the opportunity to combine these
with the quarterly custodian statements that will also be required.
Watch this space! However, others may not be able to combine
the two reports, and so you may need to be on stand-by to answer
questions from clients as to why so much paperwork is suddenly
coming through the letter box!
And there’s more to get heads around. While, the requirement
for five years-worth of electronic recordings has been relaxed
for advisers (as long as you have comprehensive notes of client
conversations and decisions; even if they choose not to invest),
other areas will need your support even if 7IM is in the driving
seat. Want to find out more? Just go to the dedicated page on our
website: www.7im.co.uk/MiFID.

If we don’t have these for your clients, you would not be allowed
to invest on their behalf (via a provider) in any listed securities,
which includes exchange traded funds and investments trusts. So
if you want to continue to invest in these as before, we recommend
you make sure you have the necessary identifiers for everyone…
just in case.
2. Are all your fees and charges clear?

There’s no template as to how to present fees and charges,
but MiFID II (and the Packaged Retail and Insurance-based
Investment Products or PRIIPs regulatory requirements) demands
the disclosure of a single all-in fee to investors using intermediaries.
You’ll also obviously need to be able to substantiate that. So now’s
3 2 ADVISERF I R S T

For more information, Tim can be reached on
07545 208112 or by email at Tim.Coverdale@7im.co.uk,
please call 020 7760 8777 and ask for support from
Chris Coombs, Alex Cole or Tom Hardy
Seven Investment Management LLP is authorised and regulated by the Financial Conduct Authority. Member
of the London Stock Exchange. Registered office: 55 Bishopsgate, London EC2N 3AS.
Registered in England and Wales No. OC378740
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ONE OF THESE THINGS IS NOT LIKE
THE OTHERS; A CLOSER LOOK AT
NON MAINSTREAM INVESTMENTS

Ga r y K e r s h a w
Group Compliance Director
The SimplyBiz Group
By their very definition, non-mainstream investments (NMI)
are not going to be suitable for all your clients. There’s a fair
chance that they may not be suitable for any of your clients,
however, the NMI market continues to grow and, for that
reason alone, I think it’s important that advisers understand
more about this area of investment.
As you will be aware, the implementation of the RDR back
in 2012 meant that advisers needed to look at the entirety of the
market for clients in order to refer to themselves as independent.
Therefore, the appropriateness of non-mainstream investments
must be considered for all clients, even if they are discounted
in the vast majority of cases. Non-mainstream investments
have been given some bad press in recent years and in some
instances this is completely justified, however there are some
fantastic burgeoning opportunities in the non-mainstream
market. Gaining a wider understanding of the non-mainstream
landscape could prove highly valuable when evolving and
developing your investment proposition.
Additionally, in its Mission Statement at the end of last
year, the FCA pledged to clarify its stance on unregulated
products; a category into which some non-mainstream
products fall. The regulator reinforced its intentions in the
business plan published last months and although we’re yet to
receive this clarification, I welcome the regulator’s approach as
non-mainstream investments can be the most suitable option
for some clients in certain circumstances, and a clampdown
on flawed or unscrupulous areas of this market may help to
promote non-mainstream products as a viable option for those
appropriate clients.

I know the appetite to continue learning more about the
investment market as a whole is out there amongst the adviser
community. Each of our investment focussed events this year
– Efficient Advice Workshops and SIS Conferences – have
received higher numbers of bookings than ever before, so we
know that many of you are really focussing on your investment
advice processes and supply chains at the moment. Additionally,
the two series of Non-Mainstream Investment Events The
SimplyBiz Group has held over the past twelve months have
received really positive feedback from attendees, who have
commented in particular that they’ve benefited from learning
more about the breadth of the non-mainstream market, and
hearing examples of situations in which it may offer solutions
for clients.
As always, I would advocate the importance of treating each
individual client as exactly that – an individual. Each client’s
circumstances, needs and goals are different and it will be the
exception, rather than the norm, that the non-mainstream
market offers the right solution. However, knowing more
about the investment market as a whole can only be beneficial
for both your professional development and your clients.

If you’d like to speak to our Technical Team further about non
mainstream investments, please get in touch on 0141 6164161 or
at technical@compliancefirst.co.uk
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REGULATOR
REGALEMENT

Rion Barker
In v e s t m e n t S e r v i c e s C o n s u l t a n t
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
“If a firm uses a third-party tool to help make suitability assessments
for their customers, we expect that firm to understand how the tool
works, so it can interpret and evaluate the results when it is applied
to individual customers, [and] understand to what extent the tool
will help meet its regulatory requirements.” [FG 11-05, 5.4]
Still awake? It’s hardly Martin Luther King’s ‘I Have a
Dream,’ but don’t worry, this article’s not going to be all doom
and gloom. Finalised Guidance and Thematic Reviews aren’t
always ideal for light bedtime reading (well, whatever floats your
boat), but luckily for everyone (and I include myself in that), the
point of this isn’t going to be just telling you what you should
and shouldn’t be doing – it’s how we can constantly help you
with it, whether you became authorised two minutes ago or two
decades ago.
Using Dynamic Planner as an example, here’s what the
regulator deemed to be Good Practice: “A risk-profiling tool
provider produced a guide for firms to assist them in understanding
factors to consider when using its risk-profiling tool.” [FG 11-05,
5.8] All being well, it shouldn’t come as a surprise that we offer
both written help guides on the Compliance First website, and
a telephone helpdesk to guide you through any queries if you
prefer a personal touch instead.
Let’s go back to that opening statement for another one. “If
a firm uses a third-party tool to help make suitability assessments
for their customers, we expect that firm to understand how the
tool works.” Sounds reasonable enough, right? If you’re going
to use a fancy bit of kit to analyse a client’s risk profile and
investment portfolio, you should know the ins and outs of that
system. That’s why the FCA were pleased to report this: “Our
findings suggest that some firms rely on the output from third-party
tools without fully understanding.” Don't forget, if you do need
3 4 ADVISERF I R S T

further training it's available through SIS.
Now, I’m sure everyone knows TR15/12 off by heart, but
just in case it slipped out immediately after you skimmed
through it that one time a couple of years ago, the key issues
they found regarding investment portfolios was “an inability
to demonstrate suitability,” and “a risk of unsuitability due to
inconsistencies between portfolios and the customer’s attitude
to risk.” [TR 15-12, 1.3] The rather aptly named Portfolio
Suitability Hub on Dynamic Planner provides a long list of riskrated investment solutions, and allows you to generate reports
which demonstrate the risk profile of any particular fund or
portfolio in the whole of market – problem solved.
Finally - “In the process of gaining our rightful place, we must
not be guilty of wrongful deeds.” It’s not too hard to tell that this
one is actually Dr. King rather than the FCA, but it can still
be applied – it’s the familiar philosophy that with great power
comes great responsibility. While the buck may ultimately
stop with you when it comes to sifting through a quagmire of
regulation, there’s a number of ways we can guide you through
their guidance. Just ask.

For more information, please contact the SimplyBiz
Investment Services team on 0808 124 0000 or
investmentservices@simplybiz.co.uk
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Income matters – whether
you want it or not!
Pa u l G re e n
In v e s t m e n t M a n a g e r
BMO Global Asset Management

If you invest in equities your returns are comprised of two
components. The first is driven by share price performance and
your capital (hopefully) increases in value as the share price
rises. The second element is ‘dividend income’ which is any
cash companies choose to return to shareholders in the form of
dividends. It is important not to underestimate the importance of
dividend income in the ‘total return’ generated by equity markets,
particularly over the long-term.
The chart below illustrates the point well. It shows the
performance of the UK stock market as measured by the FTSE
All-Share Index over the last 20 years. The bottom line is the
capital return reflecting the movement in share prices whilst the
second shows how much that return is boosted by reinvesting
dividends – a big differential reflecting both the level of that
income and the impact of compounding over time. The lesson –
even if you are not looking to take income, be mindful of the role
it can play in overall returns.

Source: Lipper, Percentage growth 31/7/1997 to 31/7/17

Dividends can be an important part of more selective
investment too, particularly when adopting an approach that

places an emphasis on the preservation of capital (a sensible
starting point given the challenges associated with making up lost
ground). Interestingly, there is evidence that markets with high
dividend yield perform better. For individual companies, paying
out income (as dividends) is an active choice by management
and it is something that many shareholders favour– even if they
aren’t after income for its own sake. There’s good reason for this.
The return of cash to shareholders requires discipline from the
company concerned and it can be an indicator that a business
is doing well, that it is being sensibly managed and has robust
finances. It also forces management to come back to the market
and ask for additional capital (if needed) rather than dipping into
the company piggybank.
Of course, there are exceptions which is why it’s important to
dig deeper than the headline dividend figure and assess whether a
company can sustainably maintain payments – history is littered
with examples of companies that have paid a level of income that
is, ultimately, beyond their means. Any resulting dividend cut can
be a painful experience for shareholders so
is best avoided!

For more information, please visit our website at www.bmo.com/gam
Pyrford International is an independent investment boutique operating as part of BMO Global Asset Management.
Past performance is not a guide to future performance. A positive return is not guaranteed over any time period. Capital is at
risk and on sale of shares in the Fund an investor may receive back less than the original investment. © BMO Global Asset
Management. All rights reserved. Issued and approved by BMO Global Asset Management, a trading name of F&C Management
Limited, which is authorised and regulated by the Financial Conduct Authority. CM13888 August 2017
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Head towards your clients’
financial goals with Liontrust
S i m o n H i l d re y
Chief Marketing Officer
Liontrust
Liontrust is a specialist fund management company that takes
pride in having a distinct culture and approach to running
money. Our primary objective is to invest money on your
behalf and work in partnership with you to try to help your
clients reach their financial goals.
There are a number of qualities that in aggregate we believe
make Liontrust distinct.
Investment

We focus only on those areas of investment in which we have
particular expertise. All our fund management teams are truly active
and they each have distinct and rigorous investment processes to
ensure the way they manage money is predictable and repeatable.
This helps you and your clients to blend our funds with others
within their portfolios.
Culture

Creating the right culture for fund managers to perform has been a
central tenet of Liontrust since the company was launched in 1995.
There is no house view at Liontrust and therefore our fund managers
have the freedom to manage their portfolios according to their own
investment processes and market views without being distracted by
other day-to-day aspects of running a fund management company.
How we manage money

We believe investment processes are key to long-term performance
and risk control. Our processes are robust, scaleable and repeatable
and are documented, which has advantages for Liontrust, our fund
managers and, most importantly, our investors.
Staying true to a documented process helps to create an inbuilt risk control, especially in more challenging environments, by
preventing managers from buying stocks for the wrong reasons.
Documenting an investment process and having it reviewed
internally on a regular basis at Liontrust is a good discipline to go
through. This prompts fund managers to review all aspects of how
they manage money. This also means you will know exactly how
each team will manage your money.
We believe that good and robust processes have the potential to
deliver excellent long-term returns.
3 6 ADVISERF I R S T

Service

We have dedicated sales and marketing support for you. We produce
literature for both you and your clients that explain clearly the
objectives and aims of our funds, the investment processes and the
reasons why you and your clients should consider them as part of
long-term investment portfolios.
Sponsorships

Our key sponsorships are Oxford United Football Club, ZSL’s Asiatic
lions campaign and Sporting Heroes in the Daily Telegraph. We have
recently extended our partnership with the Telegraph to sponsor the
It’s Your Money and the Total Football podcasts.
Community engagement

We are committed to our community engagement programme. There
are three key objectives that we are aiming to achieve:
• Raise financial awareness and literacy throughout society
• Provide opportunities for vulnerable children and young people
through sport, education and finance
• Wildlife conservation
We are working with two major sponsorship partners to develop
our community engagement programme: Oxford United and ZSL
London Zoo.
Specialist Group of the Year

We were proud to be named Specialist Group of the Year at the 2017
Investment Week Fund Manager of the Year Awards on 6 July 2017.

For more information, please visit our website (www.liontrust.co.uk)
or contact Kourosh Eslami: 020 7412 1785 (direct line)
or kourosh.eslami@liontrust.co.uk
This article has been issued by Liontrust Fund Partners LLP, which is authorised and regulated by the Financial
Conduct Authority (518165). The registered office is 2 Savoy Court, London WC2R 0EZ.
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WHERE ARE THE OPPORTUNITIES?
David Marchant
M a n a g i n g D i re c t o r & C I O
C a n a d a L i f e In v e s t m e n t s
Overview

With less dovish tones starting to emanate from central banks
globally, relatively high valuations across equities and a cooling off
in the London property market, it is safe to say that we are not
spoilt for choice in terms of attractive opportunities. That said,
global economic growth remains ok with China surprising on the
upside and the Eurozone maintaining its strong momentum, with
strong Purchasing Manager Index (PMI) readings across both
manufacturing and services. Inflation also appears to be rolling over
in both the UK and US whilst, for the time being, monetary policy
remains supportive.
Equities

Global equities have been on a fairly significant bull run since
2009, which have left many parts of the market – particularly
in the United States – trading on above average valuations. The
concern is that lacklustre economic growth could put these
valuations under pressure and cause a correction, but we are
finding some bright spots.
• Europe remains our most favoured region, as growth continues to
tick along nicely. Consumer confidence and retail sales are also
on the rise, which has provided a backdrop of positive earnings
growth forecast for 2017 and 2018. The market also looks cheap,
with the 10-year average price-to-book (P/B) ratio trading at a
significant discount to the US.
• We also believe fundamentals are improving in China, ahead
of the Party Congress in mid-October. Furthermore, the MSCI
has announced that Chinese ‘A’ shares will now be admitted to
key emerging market indices, which marks an inflection point
in attitudes.
Elsewhere, we are relatively sanguine on the prospects for Japan,
which tends to be more geared in to the global economic cycle.
Although recent indicators have been positive, there has been
no sign of wage inflation and Abenomics is struggling to make
much of an impact. Nevertheless, it remains one of the cheapest
markets and profitability is gradually improving, so some selective
opportunities remain. In the UK, although the Brexit-related
economic panic we witnessed during the second half of 2016 has
subsided, politics still remain the concern. Pleasingly, the equity
market has remained resilient, and a high dividend yield is proving
adequate compensation for long-term investors.
The US remains our least attractive market, primarily on a price
basis. We are not forecasting a dire economic outlook for the US as,

despite some concerns over the housing sector and auto sales, the
economy itself appears to be relatively strong. PMI’s have recovered
and employment continues to improve. However, the S&P 500
Index is at record highs and the market is very expensive compared to
10 year averages. We do, however, expect value to outperform growth
during the second half of 2017.
Fixed Income

Bonds have been a source of concern for investors in general of late,
as fears have risen that the Bank of England (BoE) and European
Central Bank (ECB) will follow the US Federal Reserve (Fed) in
unwinding their quantitative easing (QE) programmes and embark
on a rate-rising cycle. More hawkish comments from Mark Carney
and Mario Draghi saw yields rise in the UK and Europe, putting
pressure on government bond prices.
It is important to remember that the BoE and ECB are run
by committees and, in general, committees are famous for being
risk averse. They will fear being blamed for ‘getting it wrong’,
particularly in the Eurozone, where it has been such a struggle to
generate sustained economic growth. Therefore, although we are
not bullish on the outlook for government bonds – we expect yields
to rise modestly this year – we expect that swings in central bank
sentiment will create trading ranges and opportunities for fixed
income investors.
We are more positive on the prospects for corporate credit.
With solid, if unspectacular, economic growth continuing, we see
it as a relatively benign operating environment for companies going
forward, with defaults still low and demand for new issues healthy.
Across our portfolios we are positioned at the shorter end of the yield
curve, however, as we expect yields to rise modestly towards year-end.
The value of investments may fall as well as rise and investors may
not get back the amount invested.

To read more of our recent thoughts and views, please visit the
Canada Life Investments blog page
www.canadalifeinvestments.com/blog.aspx
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KEEPING ADVISERS AT THE HEART
OF OUR DECISION-MAKING
K i m Ne l s o n
Business Development Manager
Cazenove Capital
With a new range of model portfolios designed to provide a
lower cost investment, it is advisers that are fuelling our thinking.
I can clearly remember my first day at Cazenove Capital: walking
into 12 Moorgate, London, with all the nerves and anticipation that
starting a new job brings. That same morning, Cazenove Capital
had launched the Model Portfolio Service (MPS) and there was a
tangible sense of excitement. Two years in the planning, designing
and building, this range of model portfolios was set to change the
way that advisers accessed our investment expertise, process and
philosophy.
Two centuries of innovation

The fact that Cazenove Capital was launching a cost-effective range
of risk-rated models was a key factor in my decision to join the
firm. Of course, the 200- year history, the research and investment
capability of both Cazenove Capital and the Schroders Group, and
the experience and dedication of the people were important too.
There is something about our culture that sets us apart from our
peers. It is hard to define culture but the effects are clear to see; from
one of the lowest staff turnovers in the industry, to the number of
new clients that come from referrals and the increasing number of
adviser partners that now ask us to look after their own money and
investments.
Reflecting the needs of our clients

When the team told me that they were launching the MPS, it
was clear that they were not among the earliest entrants in this
market and a cheap ‘me too’ range of models was not an option.
They took their time, stood back, learned lessons from early
entrants and consulted and collaborated with advisers.
This ability to stand back, reflect and anticipate what advisers
and clients will need in the long term rather than the next few
months is fuelled entirely by the unique nature of our business.

our long-term partners that was the initial catalyst for the newest
addition to our range of investment solutions – an Active/Passive
model portfolio service offering.
A true multi-asset investor

Cazenove Capital’s investment strength isn’t simply the global breadth
of our research and analysis but the way in which we approach
portfolio construction. We are a truly multi-asset investor using key
alternative assets to manage volatility and always seeking to protect
the downside and provide strong long-term performance returns that
match our clients’ risk tolerance and investment expectations.
Our new addition to our MPS is an Active/Passive range of five
models, risk rated by Distribution Technology from three to seven.
This combination of Active and Passive allows those invested to
benefit from a lower overall Total Expense Ratio (TER), while still
maintaining the multi-asset ethos of our investment process.
Smart asset allocation

Asset allocation for all equities is passive and uses ultra-low-cost
funds to manage and maintain our house view at a geographical
and sector level. For fixed income we will use a combination of
Active and Passive investments, including index-linked trackers
and active funds to manage volatility and duration. For those more
actively managed asset classes such as absolute return, property and
hedge, we will continue to use those manager mandates that we
understand and that consistently deliver alpha for our clients.
Service and performance

Providing the right services to our advisers continues to be our
simple aim. From traditional bespoke DFM, to our core MPS
and the newly launched Active/ Passive MPS, our ambition is to
provide strong performance with robust risk management through
a high level of diversification across asset classes.

New ideas, enduring philosophy

The model portfolios are run by the same managers within
the same DFM Team that runs all of our Adviser discretionary
assets. They are rebalanced actively, in line and in time with our
discretionary house views.
We put our advisers at the heart of our thinking and build their
needs and concerns into the decision-making process. It was one of
3 8 ADVISERF I R S T

www.cazenovecapital.com/dfm
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MAKE THE MOST
OF DYNAMIC
PLANNER® WITH
CORE CONNECT
Did you know that in addition to your complimentary
access to Dynamic Planner®, you now have access to
an exclusive package that offers further, time-saving
tools at a substantially discounted rate?

Introducing Core Connect powered by Dynamic
Planner®

If you are an existing user of the technology, you’ll already be
aware of the many benefits that the system offers to support and
strengthen your investment advice process.
Building on from the initial Dynamic Planner®
complimentary package, there are now additional tools and
functionality at your fingertips, and, depending on your
subscription level, even more support available to match your
business model and client approach.

What’s new?
Portfolio Suitability Hub

Sourcing funds and being able to evidence the reasons behind
your recommendation is an absolute necessity in meeting FCA
requirements.
The Portfolio Suitability Hub is a new fund research engine,
which allows you to filter funds using Dynamic Planner® risk ratings.
The navigation is quick and intuitive, and can be used as part
of a centralised investment proposition, giving you the ability to
clearly demonstrate that the funds selected match the level of risk
your client is willing and able to take.

Dynamic Planner® after logging in to the main system once you’re
back online, saving you valuable time and removing the need to
re-enter the information post-meeting.
My Planning – Client Portal

This client-facing portal allows your clients to view their
personal and financial details that are held securely within
Dynamic Planner®.
It provides a simple and effective means of summarising the work
undertaken with your client that they can view online, 24 hours a
day, 7 days a week.
Start using these additional tools from as little as
£25+VAT per month.
Also available – Risk Profile Invites

Why not invite your clients to complete the risk profiling process
online at a time and location that is convenient to them? Once
submitted you can import the data directly into Dynamic Planner®
to complete the rest of the planning process, saving you more time,
and reducing the need to re-key data. Please note, this service costs
£15+VAT per month per licence for up to 250 invitations.

Risk Profiler app

Having a busy appointment schedule and being on the road
means that you may not always have reliable access to the internet.
The Risk Profiler app gives you the ability to deliver the full risk
profiling process including asset allocation, fund selection and
report generation on an iPhone or iPad, all whilst offline.
Once you have completed the risk profiler process with your
client using the app, the results can be easily synchronised back to

POWERED BY

DYNAMIC P L A N N E R ®

For more information, please contact the
SimplyBiz Investment Service team on
0808 124 0000 or investmentservices@simplybiz.co.uk
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WHAT’S NEXT FOR DEFINED
BENEFIT PENSIONS?
Ga r e t h D a v i e s
In d i v i d u a l Pe n s i o n s S p e c i a l i s t
Scottish Widows

Nearly two and a half years on from the introduction of Pensions
Freedoms, it’s fair to say that consumer behaviour has changed
when it comes to pensions. The area in which we’ve seen the
biggest change, together with the most intense regulatory scrutiny,
has been around Defined Benefit advice.
Many of us will remember that in the 80’s and 90’s, active
members of DB schemes transferred out in favour of “new’’
personal pension plans even though it was not in their best interest
to do so.
However, recognising the level of change in recent years, very
few clients in the private sector will be actively accruing benefits
in Final Salary Pension Schemes, so the vast majority of DB client
conversations will now be based around the review of a legacy
asset. Firstly, this means the client will need advice and guidance
to understand the value of their existing Final Salary Pension.
Secondly, they’ll need support to determine what their future
journey into and throughout retirement will look like, what their
priorities are and how best to meet these (cash-flow modelling
conversation for example), which lies at the heartland of every
advisory proposition.
We must also acknowledge the more fundamental question of
“what is a pension for?” For many clients, the answer to this will
not be the traditional one of “to buy a retirement income”. In
fact since April 2015, we have seen the emergence of Flexi-Access
Drawdown as the most popular retirement decumulation option
– a case of drawdown for the many, not just the few.
For me, Defined Benefit advice is the single biggest
opportunity (and potential threat) facing the advisory and
pensions industry right now, but one which I believe we are
more than equipped to tackle.

position for advisers should be that DB transfers are not in the
best interests of the member. However, the proposed removal of
this requirement will allow the start of the legacy review to begin
on a level playing field.
Finally, due to recent economic factors such as low interest
rates (and therefore gilt yields) and rising inflation, together with
improving mortality expectations, Cash Equivalent Transfer Values
(CETV) have never been higher for a large number of schemes.
As a result, for many clients this will be the biggest asset they now
own and subsequently more people than ever will be looking for
support, with the demand for advice and expertise having never
been greater. Sadly, this may have been further intensified by
the media with headlines surrounding the impact on members’
pensions in Defined Benefit schemes of failing companies and
organisations.
In summary, this is essentially a conversation about a small
number (retirement income) versus a larger number (CETV)
but ultimately getting a potentially life changing CETV figure
is an opportunity to start the advisory discussion, not an
outcome in itself.

Why do I feel so positive about this?

Firstly, we now have more clarity from the regulator than ever
before on what good looks like, from contingent charging to a
robust outsourcing and referral process and perhaps equally as
important, what bad looks like and the interventions they are
prepared to take to address this.
Secondly, we now have a clear indication on the direction of
travel from the FCA with the publication of CP17/16 June this
year, and the proposals to replace the TVAS with a new, more
client-friendly comparator Appropriate Pension Transfer Analysis
(APTA). Current regulatory guidance dictates the starting
4 0 ADVISERF I R S T

To find out more about defined benefit pensions, please visit
the dedicated area of the Scottish Widows site at
www.scottishwidows.co.uk
YM code - 26820
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THE SIMPLYBIZ GROUP LAUNCHES
ENHANCED PENSION TRANSFER SERVICE

The subject of pension transfers is receiving a lot of
attention at the moment and, with demand currently far
outstripping supply, advisers are looking for support,
guidance and a reputable solution for their clients.
To ensure those firms that were unable to offer a transfer
service, or indeed simply didn’t want to take on the burden
themselves, had a solutions available for their clients, we
launched a transfer bureau with Selectapension, which has
proved extremely popular.
Some 18 months later, following unprecedented demand
that has seen almost 2,000 cases placed by our SimplyBiz
Group Members and Clients alone, Selectapension temporarily
suspended new business in July. Following this unexpected
decision we moved quickly to review the market for alternatives
and undergo our due diligence process and, as a result, added
Creative Wealth Management as an additional solution.

With Pensionhelp, you get:
• Access to highly qualified advisers and support team – 9x G60
qualified professionals employed, with a proven track record in
this area.
• Competitive client charges - Pensionhelp will charge 1.35% on
the first £250,000 (which reduces for higher case values). You
may choose to add your own charges onto this, up to 1.65%
(giving a maximum charge of 3%)
• No cross selling issues – you simply hand the case to Pensionhelp,
who will deal with the transfer and pass the client back to you
More to come

We are continuing to review the service offered by our
partners, and to look at those available in the wider market
with the intention of adding more partners over the coming
months to ensure you are able to access the very best solutions
for you and your clients.

New partner

We have now further reviewed the market and the levels of
demand and, following extensive due diligence, are delighted to
announce a third partner.
Pensionhelp is a highly qualified and respected firm of advisers,

who will work with you on an introducer basis to provide
pension advice for your clients in areas where you are not
authorised, or have made the decision not to advise upon. This
includes occupational pension transfers, final salary pension
transfers, lifetime allowance cases and flexible access advice.

Further support

The area of pension transfers remains a complex area and
we will continue to issue guidance and support through our
usual channels.

For further information or guidance please call Pensionhelp on
0161 9562328 or at www.pensionhelp.co.uk
I S S U E 3 AU T U M N
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SPOTLIGHT ON… THE
TECHNICAL TEAM
The Compliance First technical team are the first line of response for Clients and deal with a hugely broad range of areas. In addition to
keeping advisers up to date with regulatory and policy change they also take questions on all sorts of technical issues including pensions,
tax, client files, complaints, technology and business processes. In fact, no two days are the same for the technical team!
As we approach one of the team’s busiest periods, with a high number of GABRIEL returns due during November, Adviser First
caught up with them to find out a bit more about the team providing you with these vital services.

A i l e e n Ly n c h
He a d o f Te c h n i c a l

Ja n i s Ta s
Te c h n i c a l C o n s u l t a n t

Q How long have you worked at Compliance First?
A 12 years.

Q How long have you worked at Compliance First?
A Eight and a half years.

Q What’s your favourite thing about your job?
A Knowing that the service we provide to our Clients enables
them to provide an even better service to their clients, and
develop their business.

Q What’s your favourite thing about your job?
A Helping advisers find the solutions to their queries.

Q If you weren’t working in financial services, what would you
be doing?
A Running a garden centre and travelling the world in my
spare time.
Q What’s your motto for life?
A Whatever you do, do it the best you can.

4 2 ADVISERF I R S T

Q If you weren’t working in financial services, what would you
be doing?
A Teaching English as a foreign language abroad.
Q What’s your motto for life?
A Treat others how you want to be treated.

M A R K E T I N G A N D P R O P O S I T I O N S ADVISERFIRST

D e n i s e O’ Ha g a n
Te c h n i c a l C o n s u l t a n t

Ni c o l a W i l s o n
Te c h n i c a l C o n s u l t a n t

Q How long have you worked at Compliance First?
A Eight years. I worked in the file review unit for the first
seven, so the move to Technical has been a bit change for me.

Q How long have you worked at Compliance First?
A Since April 2008 so, roughly 9 and a half years now.

Q What’s your favourite thing about your job?
A Talking to advisers and helping them resolve any problems
they have. I like getting to know them and building
relationships.
Q If you weren’t working in financial services, what would you
be doing?
A It would be something completely different; having my own
cake shop as I really enjoy baking!

Q What’s your favourite thing about your job?
A The variety – no two days are the same!
Q If you weren’t working in financial services, what would you
be doing?
A My alternative career path was to become a teacher; if I’d
taken up the offer to go back to university a few years ago, that’s
what I would be doing now.
Q What’s your motto for life?
A What's for ye won't go by ye.

Q What’s your motto for life?
A Don’t wish for it, work for it.

To m H i n d e
Te c h n i c a l C o n s u l t a n t

Carys Roberts
O c c u p a t i o n a l Pe n s i o n
Tra n s f e r C o n s u l t a n t

Q How long have you worked at Compliance First?
A Just a month so far, I’m the newest member of the team.

Q How long have you worked at Compliance First?
A 4 years.

Q What’s your favourite thing about your job?
A I enjoy working with the rest of the Compliance First
team. It’s a really positive environment because we all have
the same aim; providing the very highest level of service to
our Client Firms.

Q What’s your favourite thing about your job?
A Analysing a Client’s circumstances and then working out what
is the best solution for them.

Q If you weren’t working in financial services, what would you
be doing?
A I would be writing books for a living, but I imagine it would
be very time consuming!

Q If you weren’t working in financial services, what would you
be doing?
A I’d love to have worked in the video games industry in some
capacity.
Q What’s your motto for life?
A Treat others as you would like to be treated yourself.

Q What’s your motto for life?
A Whether you tell yourself you can or you can’t, you will be
right on both occasions.
Please contact the technical team anytime on 0141 4338211
and they’ll be happy to help.
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43

4
5

2

7

TWO
HS
MONT

FREyE
early

r
with ou tion
ip
subscr e
packag

6
1
1

3

3

4

5

6

7

Communication Package
The Communication Package gives you access to a range of materials pre-approved by
The SimplyBiz Group compliance team in PDF, HTML, Word or print format.
It’s a highly cost-effective service you can use to keep in regular contact with your clients.
THE PACKAGE INCLUDES PERSONALISED VERSIONS
OF THE FOLLOWING ITEMS:
y 1 Quarterly newsletters
Three versions: Wealth, Money and Home Finance,
produced at the beginning of January, April, July
and October

EMAIL SOLUTION
Access to the Email Solution is also included in the
package, enabling you to send the content of the
materials as a HTML file. You can also access statistics
showing the open and click through rates of the email
campaigns you have sent.

y2

Quarterly Magazine
Your Finance Matters – published
mid-January, April, July and October

y3

Property Reviews
– two versions, the Residential Property Review and
the Property Market Review – available monthly

COSTS
The cost of the package is £60* per month or, you can
subscribe for the full year and receive two months free
at just £600*.These prices include the PDF, HTML and
Word versions of the materials. Printed copies are also
available at an additional cost.

y4

Economic Review
– available monthly

y5

Budget updates
– published shortly after each budget

y6

Tax guides – updated each April

y7

Specials – such as the EU Referendum and
Election material

There is also a small fee for the Email Solution of
£5 per campaign you send, plus 1p per email address
you are sending to.

We’re happy to help!
To find out more, see samples or place an order, please call us on 01279 882519
or email simplymarketing@tomd.co.uk or go to www.simplymarketingsolutions.co.uk

This is a sample – please contact us on 01279 882519
or email simplymarketing@tomd.co.uk for more information
Studio F20, Allen House, Station Road, Sawbridgeworth CM21 9JX.

Tel 01279 882519

Email simplymarketing@tomd.co.uk

ECONOMIC REVIEW

MAY 2017

Our monthly economic review is intended to provide background to recent developments in
investment markets as well as to give an indication of how some key issues could impact in the future.
It is not intended that individual investment decisions should be taken based on this information;
we are always ready to discuss your individual requirements. We hope you will find this review to be of interest.

BANK OF ENGLAND GOVERNOR OFFERS
CAUTIOUS QUARTERLY INFLATION REPORT

RETAIL SALES BEAT FORECASTS

The Governor of the Bank of England, Mark Carney, delivered his Q1 2017
Quarterly Inflation Report in mid-May, with several caveats as to the state of
the UK economy. Whilst maintaining an overall positive stance regarding the
growth in wages beyond 2017, he believes that they will only continue to rise
if we see a “smooth” withdrawal from the European Union.

Further encouraging news on the state of the UK’s consumer economy
came from the Office for National Statistics (ONS), as they reported retail
sales rising faster than expected in April. They reported the volume of sales
increased by 2.3% against the previous month, which represented a 4% rise
from the same period last year.
This figure was interesting in the fact that the March figures, as reported by
the ONS, showed the largest fall in retail sales seen for seven years. In a
typically sanguine statement, the ONS stated that: “Anecdotal evidence from
retailers suggests that good weather contributed to growth.”
This data confirms the statistics recently released by the British Retail
Consortium’s survey which also reported the highest sales numbers
for years.
The timing of the UK’s Easter break influences spending habits across the
period, as was the case this year with Easter falling mid-April. Typically,
retail outlets sell more product across the Easter break. Another bullish
sentiment was the fine weather seen during the month which tends to bring
out the shoppers.

“A more challenging time for British households”
In his words, during the remainder of 2017 and possibly beyond that, the
country faces “a more challenging time for British households” and “wages
won’t keep up with prices.”

Whilst encouraging news, given the other factors at work in the UK’s
economy, with rising inflation and stagnant real wage growth, retailers may
have to address pricing issues imminently. For example, how much of those
price and raw material cost increases, brought about by the weaker pound
and inflation, will have to be passed on to the consumer in shop prices, or
absorbed into their overall cost structures.

The report also highlighted a raised inflation forecast to 2.8% in 2017,
above the Bank’s last forecast of 2.4%, issued in February this year,
potentially leading to a spending squeeze on consumers.
At the same time, the report also saw fit to reduce the UK’s economic growth
forecast for 2017 from its previous level of 2%, to a still respectable 1.9%,
whilst retaining interest rates at their historically low level of 0.25%. The
interest rate, which is set by the Bank’s Monetary Policy Committee (MPC), is
critical for the control of the UK’s economy and their ability to retain inflation
within its given target, set at 2%.
Any overshoot of this inflation target, is, according to the Bank, “entirely” the
result of the depreciation of Sterling, seen immediately after the Brexit vote
last June. Sterling was trading in a general range of $1.47 to the US Dollar
prior to the vote. They went on to add that increasing interest rates would not
be constructive in minimising any increase in consumers’ general living costs
in the short-term.

Warm weather brought out the shoppers in April

Economic Review

Client Newsletters

The monthly Economic Review
documents are part of the SimplyMarketing
Communication Package, they can also be
purchased on a ‘pay-as-you-go’ basis.

A cost-effective way of keeping in touch with
your existing and potential clients.

Published at the beginning of each month, the
Economic Review helps you to keep your clients in
touch with relevant financial and economic issues,
both at home and abroad.
Like the other documents in the Package, the Economic
Review can be personalised with your logo and contact
details, and is available in a range of formats.
COSTS (pay-as-you-go)
PDF £35*
HTML £60*
Also available in print and word formats.
*All prices are excluding VAT other than the Email Solution send fees.

The newsletters are all A4, four page documents published
at the beginning of each quarter (January / April / July /
October). There are three versions, each focussed on
different financial issues and tailored to suit the needs of
different financial groups.
y

Wealth
– investment and wealth topics

y

Money
– general financial issues

y

Home Finance
– mortgage and insurance related content

Personalised with your logo and contact details, the
newsletters are available in PDF, HTML and print format.
COSTS (pay-as-you-go)
PDF £35*
HTML £60*
Print prices start from £70 (no VAT) for 50 copies.
All print orders include a free PDF version.
*All prices are excluding VAT other than the Email Solution send fees.

Online demos
We’re also happy to do online demonstrations for the package – these take about
20 minutes – just call us on 01279 882519 to book a time to suit you.
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ADVICE V
TECHNOLOGY

THIS TIME ITS
PERSONAL!

Everything I read these days seems to reaffirm what I’ve already
read and indeed confirms the conclusions I’ve already reached
– consumers don’t want machines to replace advice.
So, with that startling revelation out of the way, why is there
still a role for digital services in the traditional advice model?

R i c h a rd A rd r o n
M a r k e t i n g D i re c t o r
The SimplyBiz Group
When the term robo-advice first entered
our world, it elicited much discussion
amongst advisers, providers and the wider
world, with most concluding that ‘robots
won’t replace humans’.
Whilst it’s not quite that clear cut,
research does back up the belief that
consumers will always want advice when
it comes to making important financial
decisions.

64%
64%

SAIDSAID
YES YES

In a recent survey, consumers were asked whether they felt human participation
was beneficial when it comes to financial planning…
Creating a financial
plan customer service
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61%
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Buying a pension
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Further more…

Personal
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Source Legg Mason
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So – when it comes to making important
decisions, it’s clear that consumers wish
to retain control.
However...

notbutnot
mak
no
‘ P eactivities
o p activities
l eactivities
we r e l e s s co nv i n ce d t hbut
a t but
h u m a n s we r e n e e d e d t o r e s e a r c h t h e
m a r ke t o r t o t ra d e s t o c k s a n d s h a r e s .
Just under half of the population
va l u e d t h e h u m a n t o u c h w i t h t h e s e
activities’

NEXTGEN
NEXTGENSITES
SITES

On further investigation, it becomes evident
that there is still a place for technology.

NEXTGEN
NEXTGEN
NEXTGEN
SITES
SITES
SITES
Source Legg Mason
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Advisers and technology – a match made in heaven?

So, if today’s consumer still values the personal touch, where can we harvest technology to bring about some much needed efficiencies
and to save time?
Well, looking at what research and actual habit tells us, there is a place for both and they actually complement each other quite nicely.
Consumers do use technology to make every day transactions and this included financial products, what’s more, its not always
economical to give face to face advice all the time…
Consumers want face to face advice for…

Consumers happy to use a website for…

•
•
•
•
•

•
•
•
•
•

Creating a financial plan
Planning for retirement
Reducing the amount of tax paid
Large investments
Buying a house

Completing some basic information
Risk profiling
Investing in an ISA, or children’s ISA
Buying insurance products
Switching energy suppliers

Introducing NextGen Simplysites

Features:

To help firms capitalise on the growing trend amongst consumers to carry out
basic financial transactions online, we have created NextGen SimplySites.

• Log into your portal
• Quote and buy B&C Insurance
• Invest in an ISA
• Complete a risk profile
• Calculate how much you
need in retirement
• Quote and buy life cover
• Switch energy supplier

You can now have a NextGen website built for free and all of our
digital tools are included in the £20pcm (plus VAT) packages and
above.Visit www.nextgensites.co.uk for more information..
I S S U E 3 AU T U M N
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T H R E E S I M P L E WAY S
TO BUILD LONG-TERM
VA L U E I N T O Y O U R
BUSINESS
To m Na l l
Wo r k p l a c e S o l u t i o n s
The SimplyBiz Group
Picture the scene: a financial adviser shakes hands with their
client, wishes them all the best for the coming year and sets about
organising requests for transfers to meet this year’s ISA allowance
and pensions annual allowance. They’d shaken their heads at
how the world had changed in just 12 months, and how Brexit
was going to change things at the client’s firm. The adviser had
explained how they’d structured the client’s portfolio to mitigate
downside and take advantage of long-term opportunities. They’d
had a chuckle over the client just missing-out on the LISA, and
how they’d never trust their twins with a windfall at 18 - all in
good time, the bank of mum and dad springs eternal.
As that door closes, perhaps for another 12 months, it
closes on opportunities to build long-term value into the
business. Not forever, but it closes nonetheless.
Let’s look at three of these opportunities in turn:
1. Intergenerational wealth and tax-planning
2. Your clients as business owners
3. Your client as employers
Intergenerational wealth and tax-planning:

In our scene the client is perhaps just a few years past 40, with
twins and a business. Let’s assume the client has a spouse, and
collectively they have parents still alive, probably nudging
mid-to-late 70s.
Three quick steps to bring focus to the family:

• Make sure there’s a will, and that succession plans for the
business work for the family – eg is the surviving spouse
expecting/able to become a controlling director?
• The family pension: are all assets (such as old DB pots)
transferable through generations on death, without hitting the
estate (e.g. NEST)?
• Build a relationship with the family: from Junior ISAs to
probate services – connect with the family and the legacy
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Your clients as business owners:

How many of your clients run businesses? Does the
performance of their business fund their lifestyle? What are
their plans for their children?
L&G’s State of the Nation’s SME 2016 research states that
50% of employers don’t have access to a financial adviser – or is
it that they just don’t connect you with business services?
Three simple steps to open-up business protection
opportunities:

• Let the business pay for Relevant Life – and drive tax efficiency
vs an individual protection policy as no employee tax or NI,
and no employer NI to pay, and the employer deducts against
corporation tax. The real cost of a £200 per month policy if
paid out of post-tax income would be £313.93 (pre-tax higherrate income required, plus employee and employer NI, less
corporation tax allowance at 20%), versus just £160 if paid for
by the business
• Shareholder protection and the ‘business will’: protects the
shareholder/s, families and the business, by ensuring the
company/surviving shareholder/s have the capital to purchase
the shares. The business will, ‘cross-option’ or ‘double-agreement’
enables all parties to exercise their right to buy/sell, whilst
also not creating a binding sale so business property relief for
inheritance tax purposes can be preserved.
• Use your professional connections: a chartered accountant won’t
only be central to business protection sales, you may find that
they’ll help your client maximise allowances such as Research
and Development Tax relief but may need you to prompt that
conversation.
You can see how these are areas relevant to the individual
relationship too, and they create a significant new revenue
stream – and even more valuable if you use the SimplyProtect
v7 enhancement.
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Your clients as employers:

Looking ahead, where are your next high net worth clients coming
from? Whilst referrals are a powerful way to grow and maintain
a business, would you get value from helping fellow directors in
your clients’ businesses? Imagine if all the staff at that employer
knew you were the first adviser to come to with pension transfers,
inheritance, wealth management, protection and mortgage
enquiries, all without you spending a penny in marketing.
SwissRe’s latest Group Risk report shows that 96% of employers
don’t offer benefits such as death in service to staff. In total around
half the UK workforce isn’t covered, with the majority working for
SMEs. As the L&G research shows, this may well be because noone’s had a meaningful conversation about what an employer could
do for their staff – you can help plug the gap!

income for yourself. You can now produce quotes in seconds for
your clients, with no underwriting, no exclusions, and from 3
employees. £100k of cover for all 5 staff, 30% commission to
you, for around £60 per month for the whole scheme – you could
chuck in £50k of Critical Illness cover for all staff for a total
cost of c£150 per month, with over £540 annual commission to
you*. Take over servicing on the PMI scheme too and you’ll add
ongoing revenue to pay for your annual benefits review.
• Put your shop window into the workplace: if employers invest in
benefits they need to invest in communicating them. A benefits
platform brings everything together as a one-stop-shop for
employees, so use this to promote your services to cost effectively
build your business - eg mortgages, your execution only ISA offer,
your pension consolidation service. Financial wellbeing is high
up on employers’ and employees’ agendas.

Here’s three quick ways to add value to an existing
client and gain access to the next generation of HNW
clients, without becoming an Employee Benefits expert:

• Don’t walk past the pension: In fact, take the time to go into the
workplace, help staff understand the benefits they have already
and let them know how you can help them with their wider
finances. If you don’t do this, someone else will and the first
question will be to the directors about their existing pensions…
• Then extend the conversation: These days there are some dead
simple ways to get staff protected, and generate recurring

The Workplace Solutions team help advisers unlock the value of
business owner clients, through technical expertise, time-saving
documents, tools and materials, and technology such as our
SME benefits platform SimplyBenefits. Check us out at
www.workplace-solutions.info or call on 01484 443450
*quote based on 5 staff up to 54, £100k life cover, £50k CI cover, 30% commission, 2 year rate guarantee.
I S S U E 3 AU T U M N
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GDPR – WHAT DOES IT MEAN FOR
FINANCIAL ADVISERS?

R o b Wa l t o n
C h i e f O p e ra t i n g O f f i c e r
In t e l l i f l o
GDPR, General Data Protection Regulation, is an increasingly hot
topic for everyone at the moment as it fast approaches. Indeed, the
date of implementation is 25 May 2018. Whilst this is a European
Union regulation, Brexit will not spare the UK from its scope – so
making plans for compliance now is both prudent and necessary.
The current data protection landscape in Europe has been deemed
unfit for purpose. GDPR, which is the result of four years’ worth of
discussion around how the flow of personal data can be provided
with increased legal certainty, will give individuals more transparency
around why their data is being collected, how it will be used and how
long it will be stored by a company.

How could I get caught out?

I’m a financial adviser, why should I care?

Will I really get fined €20,000,000?

Under GDPR, if you are subjected to a cyber attack and data on
individuals is breached, you will have 72 hours to report this breach
to the regulator – and in most cases, to each individual affected. How
will you identify attacks and appropriately report them? Furthermore,
the ramifications for advice businesses are multifarious. Not only will
breaches have to be reported, but they will also be made public.

We don’t know for certain, but do you really want to try and find out?

‘According to consumer research
by Intelliflo, 82% of investors
would seek to change, or not
appoint in the first place, an
adviser that has been hacked.'
So how can advisers secure their data and mitigate this risk?
For more information, go to www.intelliflo.com/whitepapers to
download our free cyber security white papers.
On the marketing side, GDPR will have an impact on how you
approach potential clients and communicate with existing clients. In
order to email prospects and clients, under GDPR, firms must have
a double opt in from the people that they are contacting.
In short, this means that people whose email addresses you have,
must have clicked to suggest that they are happy to hear from you, like
they do currently, but then opt in further to receive communication
from a company upon receipt of a confirmation email.
This means that your first email correspondence with a prospect
will be an email asking them to confirm that they are happy to receive
further emails from you. It will no longer be sufficient to simply offer
recipients an unsubscribe option – they must have opted in to your
correspondence in the first place.
5 0 ADVISERF I R S T

It will only take one complaint to land you in hot water. If you can’t
prove that the disgruntled recipient of your marketing efforts has
opted in to your correspondence, or that the other recipients of your
emails have, too, then you face the prospect of a hefty fine. It only
takes one non-compliant record, though – the subsequent penalty is
based on the entire organisation.
Under current data protection rules, malpractice can result in
a fine of up to £500,000. Under GDPR, the upper limits of the
fines imposed will be €20,000,000 or four percent of global revenue,
whichever is highest.

How can I prove compliance?

You will need an audit trail showing that your universe of contacts
has consented to hearing from you. This audit trail will need to be
time stamped so that you can show when people gave permission for
you to contact them by email.
Beyond that, you will also need to provide people with the right
to be forgotten. This goes beyond the existing ‘do not contact’
demarcation in your client relationship management (CRM) and
means that when requested, you will have to entirely delete that
contact and their personal details from your system.
If your data is at risk of being breached, you need to start
identifying the risks now and put planning in place in anticipation
of a breach occurring. If you got hacked today, how would you firm
handle it? How would you communicate with clients? How would
you report to the regulator?
These are procedures that you can start to implement now, which
will make the task of GDPR compliance far easier when it arrives in
earnest in May 2018. It is worth getting into position for this asap –
the way in which many advisers reach out to potential clients is going
to be dramatically affected by this.

For further information, please visit the Intelliflo website
www.intelliflo.com/whitepapers or by calling 0330 102 8402
or by emailing info@intelliflo.com
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WHERE THERE’S A WILL…
THERE’S ALSO A LOT MORE
FOR YOUR CLIENTS

As one of the largest members of the Institute of Professional
Will Writers (IPW), and with circa 530 qualified Associates
situated across the country, APS's unique approach has allowed
us to build a strong brand name with rapidly increasing
recognition. Our technical staff are full IPW members, with
the senior staff also attaining STEP (Society of Trust and Estate
Practitioners) qualifications. All our Associates are, in-turn,
Associate IPW members.

And what does all this mean for you?
Technical helplines

Associates can access ongoing support through our technical
helplines for any queries they may be struggling with. Our
technical team have vast experience in both estate planning and
Will writing. Our technical staff are full IPW members with the
senior staff being STEP qualified too.

recognised by the Trading standards institute. Our Associates, as
members of the IPW, will have their cases covered under our PI
insurance (£2.5 million) as a run-off cover.
Ongoing training

• Business Development workshops - Our regional meetings will
help Associates with personal development both from a technical
and business point of view as well as giving the opportunity to
meet other Associates and members of the in-house team. Our
meetings are also supported by our strategic partners, many of
whom our Associates can become involved in.
• Face to face meetings and webinars - As an Associate, training is
ongoing and we pride ourselves on the support we are able to provide.
Our initial training courses are held regionally across the UK.
• For those who prefer not to travel, we run webinars once a week
on a range of subjects covering both technical content and as well
as business support.

Associate Newsletters

Online information via the Associate Information

Our Associate newsletters are a great opportunity for Associates
to keep up to speed with the latest news. They feature technical
articles as well as recent news items to ensure that Associates
remain well informed about the industry. Our twice-monthly
newsletters also feature upcoming events and webinars, as well as
deals from our strategic partners that are available for Associates.

Centre (AIC)

The AIC gives our Associates 24/7 access to technical assistance
with access to past webinars and news articles all held online. All
documentation is available through our online hub along with the
opportunity to learn more about our strategic partners. We are also
eagerly anticipating the launch of the brand new AIC soon!

IPW Membership and PI Insurance

After completing the specialist three day course and passing
the IPW exam, Associates will be accredited with an Associate
Membership with the IPW. The IPW provides a Code of Practice
that enables Associates and their in-house team to have voluntary
regulation in a sector that currently remains unregulated.
The IPW Code of Practice is the only one within this sector

If you have any questions about the support APS Legal & Associates
can provide for you and your business, please contact us on
01909 531751 or email enquiries@aps-legal.co.uk
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Your perfect protection partner
Did you know that if you provide protection as part of your firm’s proposition,
you can access SimplyProtect, recently enhanced to Version 7, which
brings together eight market leading providers to offer SimplyBiz Group
advisers a unique commission structure?

If you are not a SimplyProtect user yet, sign up now to significantly
increase your protection income.
With SimplyProtect, there is little to consider other than four simple, indisputable facts:

NO COST

NO CHANGE

to access SimplyProtect - it’s included in the
fees you currently pay for your SimplyBiz Group
compliance and business support services

needed to your current protection selection and
placement processes and your market status is
not affected

FREE ACCESS

ENHANCED COMMISSION PAYMENTS

to Synaptic’s Webline quotation portal
And then, perhaps most importantly...

on every policy you set live

Don’t take our word for it though - let the numbers speak for themselves...
Here’s a simple example based on the commission
earned for a £50 per month policy:
WOM rates return
commission of

£1,093

SimplyProtect
rates return

£1,224

That’s an uplift on commission of £131 on just one case!

UPLIFT
OF

£131

A simple £50 per month policy would return commission to you of £1,093 using whole of market rates. With
SimplyProtect’s exclusive rates, your return would rise to £1,224 using the same sourcing and placement
process. That’s an uplift of £131 on just one case and you’ve not needed to do any additional work.
How many cases do you place a year?
To sign up for SimplyProtect – visit the website selecting the ‘Protection’ tab and then ‘SimplyProtect’. The
process is quick and simple and there is no commitment other than the requirement to be a registered user. If you
are already registered, but have yet to update your version to 7, please also visit the site to update your status.

If you have any queries, feel free to call one of the team on 01484 439160 to discuss.

* The above figures have been calculated on the following assumptions: £50 policy based on WOM rates and also SimplyProtect
commission rates taking the monthly premium (12 annualised) by 100 multiplied by either rates SP 204.039% or WOM 182.225%
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IMPROVE YOUR
JUGGLING ACT

Keeping up to date with the markets, news which may affect your clients, ensuring
that your business is staying efficient and compliant AND actually giving advice can
make you feel like you have one too many balls in the air! Let our electronic events and
learning programme help you ensure that everything is in hand.

R i c h a rd A rd r o n
Marketing Director
The SimplyBiz Group
The Compliance First events programme continues to be as
popular as ever, with over 200 delegates regularly attending
each round of our flagship Professional Development Events.
Whether its changes in political leadership, both at home and
throughout Europe and further afield, or keeping a pace with
market fluctuations, there is much to take in.
Add to this the ever-increasing demands of the regulator and
changing client needs, operating in today’s financial services arena
demands almost all of our time.
So – with all of this going on, how do you find the time
to keep abreast of changes, maintain industry knowledge and
give advice?

meaning there’s regular webinars offering you timely updates on
product, market and business developments.
Compliance First Client website/Events, Webinars and CPD

Information on the go

As well as out live broadcasts, we provide an array of topical videos
so that you can pick up additional information whenever the need
arises. From 60 economic reviews, to in-depth panel sessions, the
AMP has something from every occasion.
Compliance First Client website/Knowledge Centre/Media Centre

The SimplyBiz Group events programme continues to be as
popular as ever and, to complement these events, we offer live
broadcasts that you can tune into where ever you are – so you
don’t need to travel – we will broadcast straight to your PC, laptop
and mobile devises.
Webinars

We run a comprehensive webinar programme throughout the year,
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Advice Show

Broadcast live from studios in London, the Advice Show tackles
the big topics of the day and features an array of industry experts.
You can tune in live on the day and even post questions to our
panel and if you miss anything, you can watch on demand via the
Adviser Media player.
Check out www.theadviceshow.co.uk
Adviser Media Player

‘Insanity is doing
the same thing
over and over again
and expecting
different results’
Albert Einstein

Your clients and their home insurance needs come in all shapes
and sizes, but every time you ask a GI single-product provider for a
quote, you can be sure that the cover results will turn out the same.
Genius is the home of smarter insurance, and
when you use us to arrange Home cover we, like
everyone else, will ask you the same questions
over and over again, but the results returned
will be as different as the clients themselves.
So, is it really insane to expect otherwise?
Well sorry Albert, but no, it’s not insane –
you’re wrong!

We do this by giving you more choice:
1 17 products
more than any other panel provider
1 9 insurers
more than any other panel provider
1 7 x 5 Star Defaqto products
more than any other panel provider
1 Options to Click, Call or Refer
not always available with other providers
So, it turns out that you can do the same
thing over and over again, but still expect very
different results.

It’s Genius – isn’t it!

Quote & Buy at www.geniusgi.co.uk or call 01273 407775
and put us to the test
Brought to you by

What’s
my edge?
A team of 500 investment
professionals backing me up
At Prudential Portfolio Management Group
(PPMG), we manage over £180bn in multi
asset funds and annuities. Our expert local
knowledge and access to global markets
means our funds are always allocated to
deliver performance for your clients.
The value of an investment can go down
as well as up. So your clients could get
back less than they put in.

Prudential Portfolio Management Group
Find your edge at pruadviser.co.uk/multiassetfunds

Prudential is a trading name of Prudential Distribution Limited. Prudential Distribution
Limited is registered in Scotland. Registered Office at Craigforth Stirling FK9 4UE.
Registered number SC212640.

This is just for UK advisers – please don’t show it to your clients

