The Retail Distribution Review

The Catt's Eye View



Why?

« Savings are at the lowest levels for many
years.

* Pension provision is known to be
iInsufficient for many people.

* Clients do not trust advisers, insurance
companies or banks to give them the best
advice.
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* Over the years, clients have been sold
products that proved to be unsuitable
and/or poor value.

* Advisers have not been trained to high
enough standards to understand the
products and match them to the right
clients.



Commission

 This has been identified as the root of
many of the problems.

* Greed of advisers.
« Greed of providers
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Qualifications rony IEIS

* The basic qualification for financial

advisers has been the Financial Planning
Certificate.

* Very few advisers have pursued higher
gualifications such as the Advanced
Financial Planning Certificate or Certified
Financial Planner status.



Confusion

* The proliferation of different qualifications
has made it difficult for clients to know the
value of the qualifications held by their
adviser.

» Also recent legislation which brought Iin
multi-tied advisers has made it difficult to
iIdentify how an adviser Is going to operate.



What?

 The RDR is In the proposal and discussion
stage.

* New minimum qualification for people who
want to be advisers rather sales people.

* Three distinct services for clients -
advisers, sales or money guidance.



Where?

 The whole RDR project has been geared
towards getting a “good outcome” for
consumers in line with the “treating
Customers Fairly” ideal.

* Making providers produce better value
products.

« Making advisers advise rather than sell.



When? T CATT
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* No timescales for adoption of the RDR
recommendations as they are still the
subject of industry consultation.

* Further delayed by the appointment of
new senior personnel at the FSA.



Independence

* “Independent” means operating on a
“Whole of Market” basis.

* There are many people who would like to
insist on “Independent” advisers working
on a fee basis rather than earning
commission.



Value for Money

* The introduction of “factory gate pricing” in
order for the basic costs of a product to be
quite clear.

» Clearly shows the effect of paying various
levels of commission to advisers.

« Customer Agreed Remuneration to come
Into effect.
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Financial Adviser

The consumers should be the winners.
Better value products
Better qualified advisers

Financial services being advice driven
rather than sales driven.



More Winners

* The providers can compete on price and
on service in the knowledge that their
products are being distributed by well-
gualified, advice orientated advisers.

* This should reduce the incidence of future
claims for miss-selling.



Even more winners gy

* Advisers would be better equipped to
advise clients by being better qualified.

* Most advisers would be happy with the
removal of the pressure of needing to
make a sale to earn money.

 Better quality of business being written.



Transitional iIssues

« Many advisers will need to study to gain
the higher level of qualification needed to
continue to practice.

* Firms will need to change systems and
practices to enable the change from
commission to fee based advice.

* Both of these iIssues may impact cashflow.



Losers

* Those providers and advisers who refuse
to move to the new advice based process.

* Those advisers who refuse to get qualified
to a higher level and simply want to
continue selling.

* And who needs these people anyway!



