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discretionary landscape




the UK has seen
unprecedented and
continual growth in the
use of discretionary.



advisers realise the
‘old model’ of running
advisory models is broken.



outsource or build
discretionary capability in-house?

C ‘Arrently only 3% of all firms with

discretionary permissions advise retail
clients. There is scope to grow this to
10-15% of the market.”

THREESIXTY, March 2016



...discretionary lite?

C Ce had discretionary permissions and

elected the take them back. We now
partner with a discretionary manager.
They sit on our Investment Committee

and execute our strategy.”
ADVISER, November 2016



the discretionary landscape

£263.2 bn

£230.2 bn
£221.4 bn

Dec 2013 Dec 2014 Dec 2015

Source: Defaqto 2016



2017
49% of advisers were

outsourcing and using: ’

Source: Platforum Survey 2017



9 out of 10 advisers are
outsourcing and using

discretionary
87%
78%
Dec 2015 Dec 2016

Source

: Threes

ixty survey, 144 advisers, Dec 2016



introducing the players
(example brands)

TRADITIONAL DFMS

Quilter Cheviot

Smith & Williamson

Rathbones
Ruffer

Brewin Dolphin

PRIVATE CLIENT
WEALTH MANAGERS

Brown Shipley

Charles Stanley
JM Finn

PRIVATE BANKS

Arbuthnot Latham
& Co

Schroders

NEW WORLD
DFM

Scalable
Capital

RESEARCH
HOUSES

Morningstar
FE Analytics







GBP 300bn

GBP 250bn

GBP 200bn

GBP 150bn

GBP 100bn

GBP 50bn

GBP 0

growth in the platform market

GBP 282.13bn

The majority of investment business is
now transacted on low-cost
investment platforms

Risk mapping linked to suitability
profiling is a key initiative and area of
interest for the UK regulator

2002

2003

2004

2005

2006 2007 2008 2009 2010 2011 2012 2013 2014

Source: Platforum 2014 - Growth in the Adviser Platform market from 2002 to 2014



growth in platform based solutions

2010

New launches on platforms have vastly exceeded “direct” launches

Since

... use third party ... DFM solutions ... new platform
DFM on platform on five platforms assets into DFM

Source: Defagto 2014, Defaqto 2016



backdrop of regulatory change

RETAIL DISTRIBUTION
REVIEW (RDR)

PENSION FREEDOMS

ASSET MANAGEMENT
MARKET REVIEW

MIFID I

Professional standards
Fee transparency
Ongoing service

Remove requirement for
annuity at retirement
New income solutions
sought

Costs

Proposed ‘all-in fee’ for
asset management
Platform competition
Vertical integration

Reporting to clients
when portfolio drops by
10%

Suitability

Recording calls/email

1. Growth in investment outsourcing to de-risk
2. Fee compression across the value chain
3. Growth in Robo-advice (digital) solutions



advisers struggle with increased complexity

REGULATORY PRESSURE
(TR16/1 Due Diligence
Requirements)

NEW ENTRANTS NEW PROPOSITIONS
increase in DFM propositions
DFM providers available in 2016
since 2014
DFM for different segments? What criteria should | use? Who can help?
Pros/ cons of each proposition? Like for like comparisons? What is “good” due diligence?
What does each service deliver? What research resources can | use? What is the regulator’s view?

Source: Platforum 2017, Defaqgto 2016



introducing DISCUS

(Discretionary Investment Services Coming Under Scrutiny)
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DISCUSS
- Market insights posted weekly with the ability to add comments

COMPARE
Comparison tool, using the adviser’s own criteria

discus

Discretionary Investment Services Coming Under Scrutiny



propositions & pricing




discretionary propositions

w

BESPOKE PORTFOLIOS

Clients with larger portfolios
or more complex needs

Min. £20k, £100k, £500k
Fee. 1.2t01.70%

o,

MANAGED PORTFOLIOS

The core of an adviser’s
offering. On or off platform

Min. £0, £3k, £20k
Fee. 0.6t0 1.2%

23X

MULTI-MANAGER/MULTI-ASSET

Lower portfolio values, less
complex needs. No VAT

Min. £500 to £1k
Fee. 0.5to0 1.5%



discretionary propositions

UNITISED DFM
Multi-manager solution with a DFM service experience



adviser service (and investment) offering

PRIVATE CLIENT SERVICE

> Full suite of Private Client services
Minimum investment £500k (or fee option)
Access to private banking services
Quarterly reporting, half yearly reviews
Bespoke discretionary portfolios

vV vV Vv v

FINANCIAL PLANNING
> Comprehensive financial planning service
>  Minimum investment £150k
> Quarterly reporting, half yearly reviews
> Managed portfolio service

ROBO-ADVICE (NON-ADVISED)

> Non advised service

> Investments less than £150k

> Online account management
service, fee for any advice

> Discretionary funds




winners & losers




the things that matter most
to focus on financial planning, client
relationships, building the business

across all advisers and client
outcomes - creating scale

. don’t want to pay ‘over
the odds’

easy to explain and execute

...and don’t steal my clients!



S

essential characteristics

(WINNERS)
technology enabled @ conflict managed
operationally efficient (¥)  not precious about custody
accessible (on platform) (¥)  service orientation

...Consistent (does what it says on the tin)






