Platforms — the disease or the cure? August 2018

Over the years, platforms have become a major cornerstone of the advice service offered by
advisers to their clients. On the face of it, they make perfect sense. A single place where an adviser
can put all the assets of their clients in a single place, without restriction of fund management
groups, for all wrappers and often with lower charging structures than by investing direct. What is
not to like about that arrangement?

Good for the adviser administration and a cheaper and better service for clients.

The FCA reviewed how platforms were used and expressed concern about provider bias and adviser
independence if only one platform was being used by an adviser firm. Therefore, it recommended
that advisers should probably work with two or more platforms to ensure independence. This also
tied in with the idea of segmenting clients for service levels. This ideal works quite well when the
charging structures of the platforms is compared. It can clearly be seen which investor types certain
platforms wanted to attract in the table below.

Effective rates of low turnover portfolio; 70% SIPP, 30% ISA

Platform £50k  £100k £200k £500k £1m

7IM 0.53% 0.41% 0.30% 0.30% 0.28%
Aegon Retirement Choices 0.58% 0.54% 0.50% 0.24% 0.12%
AJ Bell Investcentre 0.65% 0.47% 0.23% 0.21% 0.21%
Alliance Trust Savings (Inclusive) 1.15% 0.58% 0.29% 0.12% 0.06%
Alliance Trust Savings (Standard)0.90% 0.45% 0.26% 0.10% 0.06%
Ascentric 0.36% 0.30% 0.30% 0.30% 0.30%
Aviva (Choice / Flex SIPP) 0.34% 0.33% 0.33% 0.27% 0.21%
Aviva (Core SIPP) 0.31% 0.30% 0.29% 0.23% 0.17%
AXA Wealth Elevate 0.36% 0.36% 0.36% 0.36% 0.30%
Cofunds 0.29% 0.29% 0.28% 0.25% 0.23%
FundsNetwork 0.34% 0.30% 0.27% 0.26% 0.25%
Hubwise 0.43% 0.31% 0.26% 0.12% 0.06%
James Hay 0.60% 0.43% 0.25% 0.23% 0.20%
Novia 0.50% 0.50% 0.50% 0.45% 0.35%
Nucleus 0.35% 0.35% 0.35% 0.35% 0.26%
Old Mutual Wealth 0.43% 0.39% 0.34% 0.32% 0.28%
Parmenion 0.30% 0.30% 0.30% 0.25% 0.20%
Praemium 0.65% 0.48% 0.39% 0.34% 0.32%
Raymond James (Option 1) 0.60% 0.30% 0.30% 0.30% 0.28%
Raymond James (Option 2) 0.45% 0.35% 0.34% 0.29% 0.28%
Raymond James (Option 3) 0.68% 0.42% 0.36% 0.24% 0.21%
Standard Life 0.51% 0.51% 0.48% 0.44% 0.37%
Transact 0.69% 0.52% 0.35% 0.32% 0.27%
True Potential 0.40% 0.40% 0.40% 0.40% 0.40%
Wealthtime 0.30% 0.30% 0.30% 0.30% 0.25%
Zurich 0.50% 0.43% 0.36% 0.31% 0.29%

Source: Platforum, October 2017
Green is cheapest and Red is most expensive

On the charges issue, the market is very competitive and it has almost become a race to the bottom
to win business. Whilst this is great for clients, this does raise issues of profitability and therefore
sustainability of platforms in the market.



This is obviously only one part of the research comparing platforms, Indeed, the research that |
undertook last November ran to over 60 pages. | am currently renewing that research to ensure that
my client firms have up to date research in this respect.

At the turn of the year, the implementation of MiFID 2 has caused some issues for platforms in
respect of their position in the advice process. Fund Managers as product manufacturers needed to
produce more detail about their charging structures in their illustration and literature. Also, the Fund
managers would need to advise clients if their funds fell by 10% in a reporting period. The issue for
platforms was whether they should be involved in the chain of advice. The platforms were not
manufacturers not were advisers, this meant that the Fund Managers were expected to be advising
the clients direct, but since the holding on platforms tends to be in nominee name, the fund
managers would not have knowledge of the end client and would be reliant on the platforms and or
advisers giving this information.

So, the platforms that had been the centre of the process would be removed from the chain of
information to clients, which could be problematic.

Most recently, the FCA has raised the issue of ongoing adviser charges being paid by platforms to
advisers as there was some suspicion about whether advisers were actually undertaking reviews for
clients as regularly as they were expected to. It was suggested that if the platform had seen no
transactions, the assumption would be that no review had taken place and therefore no adviser
charges should be paid. Whilst many of advisers with large client banks would struggle to hold or
even offer reviews to all their clients, this would penalise many advisers who undertake reviews, but
leave investments to continue to be held in portfolios. A review should certainly not mean a definite
change to investments for many good reasons.

Surely, it can be beyond the wit of man for the advisers to be able to confirm that a review has taken
place by ticking a box on the portal or possibly even providing a document which would evidence
that a review has taken place.

However, if the platform stopped paying the adviser would it then reduce the charges to the client?
As they should not be paying for advice that they have not received. This whole issue raises logistical
problems and who should be paying for the extra work involved in policing this.

So from having started out life as a pretty neat idea, great for advisers and clients, it would seem
that as well as having to cut their margins, platforms are having extra regulatory responsibilities laid
at their doors. Also because of the FCA insisting that they should only get a fraction of any adviser’s
business, they need to be dealing with even more advisers to get in the same amount of business.

| guess that the advisers love platforms and the FCA does not.



