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1. Introduction

The financial advice industry has always
been dynamic. The introduction of the
Retail Distribution Review at the end of
2012 shook the framework of the industry
to its core, affecting how providers
structured their products and the way
advisers could service clients and meet
their advice needs while running a
profitable business.

Im 201 5, the intreducticn of the new pensicn freadoms further
challenged the industry and Braught inta sham focusthe
differenoes batwaen ‘advipa’ and ‘Quidance’, with faars That

doars ware baing opened (o unscrupulous oppartunists, kesn

b par peaplke rom their pension savings.

Faars wers also raised aboul consurmers not seeking advice

and cashing intheir pansion pots to fund a better lifestyle.

Irceed, there iz evidernce of both these things happening,
altholgh mary of those who have cashad inthair pension
piots are recognised to Rave had amall amnalnts that ars
inatgnhcant interms of provcing & wusshul supplemeant to1he

State pensian

Heot orithe hesls of the new pernsion treedons came the

announcerment ot the Finanoal Aoves Market Beview (FAME)

— it & coinoidence considering whal 've juet bighlighted

The govarnmert is clearly worried about the tinarces of low 1o

middle incames people andwants to find a way o encourage

them to save moe and become lass reliant on tha Siate
[he future

Az the fime for the FAMA panel to reveal their proposals

approaches, wewanted to gree advisers an opportunity to

_—_——
ey whiat They thinkoal the review and exprass their hopes and FAMRA

fears tor the: fufure
E—B— r— 00—

tirme: will tedl

Nick Eatock

Executive Chaifrmarn, Irfelifles




2. What is FAMR?

In August 2015 the UK Government The objective of the review is to find out:

announced the Financial Advice Market

» whiether thera's anadvice gap for those pecples whe dan'

Review (FAMR) to examine how financial
advice could work better for consumers
and address the ‘advice gap’, defined as
those who cannot or will not pay for full
regulated advice, which the government
believes is affecting consumers with
modest income and ability to save.

Co-chaired by Tracey MoDarmatt, Acting Chief Edecutie
of the FCA, and Charles Rexburgh, Dirsctar General ol
Finarcial Services gt HM Treasury, the reviaw invotees

an extemal expen advisorny panel led by Nigk Prettejshn,
Chaimman of Scottish Widows Greup plus sanior figures
reqresenting financkl senvices providers, imancial advisers

ard cornsumer represantatves

thimk they eamaffond 1o get tinancal acvice

the regulatony or other bamisrs firms may facs in giving
advice and how o cveroomes them

ho to gree firms regulatony clanty and create the nght

arvirenment for them toinnovateand grow

as presarted -y new ard
avide cost affectve, atficiert

and usernandly aovice senices

how to encouracs a healtiy derrand for firancial advice,

including adaressing barmiars that put consurmers oft

saeking achice

Thie raview included congullatioriwith tbe finsncial achice

fndisstry which dlosedon 22 Decermber 2015 11 2 repored (o

meva-attrached 280 industry reeponses

& oet of proposals for how o mest the objectives of the review

L prodiiced g = expected to boannou Cl 2
I2 baing produced and is expectad to baannounced as parl

af the 2016 Bldget in March 2016




3. What prompted the review?

The government is concerned that mid

to low-resourced consumers do not have
access to financial advice and with the
introduction of the new pension freedoms
the need for advice has been pushed into
the spotlight.

Alfhough there isconcarn that the number of financlal
advisersis faling, houres published by the FOAte and of
Cecsmber 2014 show a slight increass between 2010

and 2014

In spite of the available statistics not recording a drop in
nurmters amang indepahdent advisers, it s widely accepted
that thera 1sa gap between the number of ageing advisers
whiz are likely to refire In the near fullre arc new enfrarts
choosing lirencial achice as a carser

The reasons for tewer peoplk choosing firencial achvice as a
career and the "advice gap' opening up are, arguakity, a rasult
af the Aatail Cistnbution Review (FDR), which came into effec
in Decambar 2012

The ROR radically chianges the way advisars could deliver
achioe and hiow they are remunerated: The tee-based mods!
and aboliticn of sommission-led 2aving and investmeart
praducts resulted In many advisers focusing on clants who
are able—and pertaps more |mpotarthy willing — o pay tor
govice with feas

With the LIk achice industry being highly regulated and
compliance-focusad, many advisers have fourd i is
more profitakle for them 1o target clients with 2igriticant
Imvestrrerits, rather thar working with those with relatively
riodest amountsand 8 reluctance to pay fhe cosls

aesocrted with delivenng the advice they requirg

5,123

Dec 2008 Dec 2009 Dec 2010 Dec 2011 Dec 2012 Dec 2013 Dec 2014
TOTAL: 14,884 14,648 13,791 13,732 14,189 14,387 14,550
Directly -
authorised Il Appointed reps

2ource: Agscciation af Prafessianal Financial Adviers 'The Frsnclal Aoiviser Markst In Numbsrs repolt




4. What might the FAMR proposals include?

There is much speculation about what Inessensce, this form of robo-adhice has bean amwnd intha
the FAMR proposals will include but Tor years, Wi investment proviviens, it eRampler ghving
little clarification. Key issues include:

that
« what robo-advice, or digital simplified advice, meat riskeratad aritaria that matshithe sl st of Thie
can and cannot deliver
+ a return to commission-based products
« how “advice’ and ‘guidance’ are delivered
. £ I thst 1 f=live i

4.1 What is robo-advice?

Robo-advice is one of the hottest
topics to have emerged over the past
couple of years. A recent Google
search delivered almost one million
articles that use the term.

et is rebo-advice arel does it present a 1heat or an

“Legally, the term “financial advisor” applies
to any entity giving advice about securities.
But most rebo-advisors limit themselves

to providing portfolio management (i.e.
allocating investments among asset classes) Wil |2 clear ja the LK Gavernment is 2 big fan of Tinangial
without addressing issues such as estate technology dirtech): it appoiniad a speclal ervioy, Ellen
and retirement planning and cash-flow Buthickges; n July 201 5to pramata it regionally and abrosd
management, which are also the domain of

financial planning.

Other designations for these financial
technology companies include “automated
investment advisor”, “automated investment
management”, “online investment advisor”
and “digital investment advisor.”



4.2 Commission-based products

Perhaps one of the most controversial
topics to come out during the FAMR
process has been the suggestion

that the review may lead to the
reintroduction of commission-based
investment products.

Tracey Maolermott infreducad thesddea In an irteryiew
with EBC Radio d's Mohey Box programime in
January 2016 whan she said fhat while the FEA dic mot

want to overum the ADR, fwas reisitireg te outigh

fran an commizsion inked to investrment producis

The RDOR banned comimizsion payrmearts to finarcial

adviseraas

a way oestamp out mis-ze

4.3 ‘Advice’ and ‘guidance’
The issue of ‘advice’ versus
‘guidance’ came to the fore with

the introduction of the new pension
freedoms in April 2015.

Whern heeannounced the new freedoms in his budgst

speschin Apil 2014, the Chancelor, Gearoe Osbourne,

saver wolld get "ree mpartial advice on bow 1o get the

mzat of their pension’

This causad a tursre which focused an his definition of

et i the oo

ferrmert announcig ir Jduky

advica Al

At d that, "Millors of people will benefit frior aright o fries

ard mpartal guidanse on how lomake the most of the new

inzluding the Money Advice Service and Pension Wise, can

be made mors eflective
Oneof the issues the FAMRB will be consldering 1o how

MEry Eacmns

actually nesd advice and who could Beredit from

guidsnce Insiesd

who cumently fall imle the socalled achvice gap!

George Osbourne Charcelor of the Exhaguer




5. FAMR and the banks

The growth of robo-advice, the
government’s decision to drop its
review into banking culture and its
desire to see affordable advice
channels available for consumers
have opened the door for Britain’s
banks to re-enter the advice market.

HEBC arkd Santander have both anrcurced they will lausch

simplited imestmant ackice to consumears with less fhan

E5D.DA0 o invest dunng 2016, althaugh HEBC has sakdthis

will niat take 1he of robo-advica. Llowdz and the Royal

Bank ot Scatland are also reported to be planning to launch

robo-advice curlng 2016

=clilation that the FAMR proposals will play to the

barksa' sfre = allawing therm toostep inlosenvica the low

o mickdle rcome corsumears whio currartly don't recsie any

firancial achice

Hemw this will lae charmed for and whether consurmers will Trust

them with ther imeestment money atter years of fines dus to

mis-gelling scandals remaing to be aean, Certairly izalies

3 rrillior fine for the ircentives it offerad to
iff, or the B10.5 million HSBC was fimed ot

reldarly clients are ones the

spaated

Paul Dodd Faul Bocd Asest Maragement

Alan Moran |nterface Finarcial Flanning



6. The advisers’ view

So what do some of the UK’s financial
advisers make of the FAMR and how
do they think it may impact on them
and their businesses? We asked 200
advisers* who use our Intelligent Office
business management software for
their views.

Here is what they said:

1. How do you feel about the
government/the regulator getting
involved in trying to open up the
advice channel for people with
relatively small amounts of money
to invest?

Cinean 18 (1% of these surveyec wholehaartedly

wekorme the raview, whils o in five (4198 welcome

the review bul are concerred that it 15 being rushed
wartar (27%) ame unbappyat the way the

Clvera g

gesemimenttre regulator keeps ahatiging the rules

ahout how achisers can run ther businssses

Cine in B (179 don't welcome the reviess arnd think i

shiould be lett 1o commerdial businesses to deaids what
sortof clierts they want to-attract, e nol someathing the

growermient shodld gt irvolved with

Paul Dodd Faiil Dockd Aseat Managemen!

Peter Harrington Hodge Bakahi Financlal Sapvices

100%
BO%
60%
40%

205

Bl ! welcome the review and think it is being carried out in
the best way.

| welcome the review but | am concerned that it is being
rushed and | worry about the decisions that may be
made as a result.

. | don’t welcome the review. | think it should be left to
commercial businesses to decide what sort of clients
they want to attract. It's not something the government
should geat involved with,

| am unhappy at the way the government/the regulator
keeps changing the rules about how advisers can run
their businesses.




2. There is speculation that regulations
around commission for investment
products may be relaxed to allow
advisers to help open up the advice
channel for the less wealthy. What is
your view of this?

Just ovara quan

D& 1T e SUrey

: saicd they tholight It may be 2 good
iddea bt it would depend omnwhich products it relates to and Richard Whealley Cinelifs Wealth Arfvice

P It hasto be irmplermentad

Alrccat one in 10(8%) said they thought it wasa vary

A idea. Araund a quarter (223 said they were

omvincadthe rentroduchon of commissonwould B2n

best interests o Consumears

4085 Peter Harrington Hockys BakshiFinansial Sarvices

20%

« TN S

. It's & very good idea to relax the regulations arcund
commission,

It may be a good idea to relax the regulations around
commission but it will depand on which products it
relates to and how it has 1o be Implemented.

. It's a bad idea - the reintroduction of commission is a
backward step for the image of the advice sector,

| am unconvinced that reintroducing commission will
~ be inthe best inleresls ol consumers.

B owe

Peter French (riecily Weallh Marasemen




3. What could the government/the
regulator do to encourage you to do more
business with clients with relatively small
amounts to invest?

Almoet a guarer (24%) don't believe there iz amything the
gawvernmentthe regulatorn can do to encourage them 1o work

o

with cligris whio Have undes £30,000 to irpest

Arcurd two in free (43%) wolld welcome a relasation in
regulaticne that would make it micre profitable to offer advica

to those with less than B30 000
Around omein frve £21%) would welcome a2 shift toompesing
finarcial penalties on providers rather than advisers should

pmblams arisewith the parformanca of investment products

Richard Wheatley CrieLiie WWealth Axtvice

BO0%
0%

40%
. I B

0% ﬂ —i
. | would welcome a relaxation in regulations that

wauld make it more profitable to offer advice to
those with less than £30,000 to invest.

H | would welcome a shift to imposing financial
penalties on providers rather than advisers should
problems arise with the performance of investment
products,

. | don't believe there is anything the government/the
regulator can do to encourage me to work with
clients who have relatively small amounts to invest.

_’. Other




4. Are you prepared to adapt your 5. What are your biggest hopes for
business model to provide investment this review?

services to people with relatively low T thircla (BERE) of
amounts to invest? aceount How mie

porcents hope e review lakes infa

af-a tinancial burden thera currently 1= for
achizars and removes some of it

Acthird (33%) would be prepared 1o adapt thair businesas

Chvier hall (51%) hope the raview simplifies tha way advisers

model to provide imvastment sevices 1o people with relatively

caroparata and allows or more Hexbility i how aovics can
| ErTIoLInte To [rvest

OeCiven By aovISers

Arcurd orig in five (22%) would not be prepared to adapt )

) : Almcat s third (319 hope the review creates an cppadurity

thigir business, with the majerty (44%) open toconsidening 3 '
! : for achizars toaxpard their Businesses

adapting depending on the outcome of the rewvisw, '

100%
80%
60%
40%
20%

0% [— Alan Moran Iriterfacs Financial Planning

Yos No  Maybe

. | hope the review simplifies the way advisers can
operate.

80%

60%

40%

20%

Peter Harrington Hodoe Bakshi Financial Sarices e

= | hope the review allows for more Tlexibility in
how advice can be given by advisers.

. | hope the review takes into account how much
of a financial burden there currently is for advisers
and removes some of it.

| hope the review creales an opporiunity for

s advisers to expand their businesses.

B ower




6. What are your biggest fears for
this review?

Irterme of tears, aver half (56%) arawarmad that all the hard

wiork reqirad for the BDR will lba wasled shauld a retum to

COMIMIiEion ba announmsad i the revigay

T bl AT et et et b e e et i T b
T 1ry Tree (4% ) A werried hal the evies will make il

hardar toradwizers to run prottaeile businesse:

frin

Alrroal twesin Thee (295 are wormed the review 15 being

carmiec ol oo guickly

Around one in 25 (4% fear that the review may betha last -
o ) : Peter Harrington Hocke Bakist Financial Sanvices

straw far tham and will maks them decide o give up being

ah

i adviser

i

Richard Wheatley Cnelils Wealh Acvice

Pawl Dodd Faul Ciocd Aseat Maragement

| am worried that this review will make it harder
for advisers 1o run profitable businesses,

B0%

60%

0%,

20%

0%

| am worried that this review is baing carried
oul too quickly.

[l ' o worried that all the work required for the
ROR will be wasled should a return to commission
be announced.

| fear that this review may ba the last straw for
me and will make me decide to give up being
an adviser.

Cther



7. Currently what is the amount a person
needs to have available for investment
before you will accept them as a client?

More than half (56%) will accept

clients with less than £50,000 available
for investment, with over a third (37%)
saying there is no minimum amount
before they would accept someone as
a client.

More than two (m five (44%) retuirea rninimur of 250,000,
with alrmost orein ssvar [15%6) reguiring inexcess of

E000 =35 a minirnun amount

100%

80%

Any amount
£25,000-£50,000
£60,000-£100,000

£100,000-£200,000

Maore than £200,000

*Surdey carmied ol with 203 ackiser Lser of irlallifi
Irtelicrert Cffice between 1 B-28 Janusy 2016



