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1.0. Introduction

London Stock Exchange Group (LSEG) welcomes the FCA and HM Treasury’s consultation into
how financial advice can work better for consumers and the broad scope and definition of advice

adopted for this Review.

As an operator of FCA-regulated markets, LSEG does not give advice to consumers. However
we strongly believe that, as part of the broader definition of advice, greater information and
education on market structure, differing types of products, and how to participate in financial
markets, should be made more widely available to current and potential retail investors. This will
help them make informed decisions regarding their savings and investments and to create a

stronger and more balanced savings and investment culture in the UK.

LSEG believes that increasing access for retail investors to capital markets will support the real
economy and Government’s aim to boost UK productivity, growth and job creation. The
Government has placed a strong focus on increasing the supply of long term patient equity and
debt investment needed by high growth UK businesses. Creating a greater culture of investment
in the UK with more retail investors has significant potential to provide more capital for high
growth business and give citizens a long-term stake in the UK economy. Increased retail access
also has the benefit of improving the liquidity and diversity of the secondary trading market,

which in turn would lower the cost of non-bank capital for high growth companies.

We believe that it is important that consumers have access to fair and balanced advice on the
most cost-effective means to access collective investment vehicles. The advisory community
needs to be appropriately informed about the full range of options available to their clients and
related benefits and risks. For example, on many measures exchange-traded funds (ETFs) will
often provide a more cost-effective means of securing a preferred investment exposure (e.g. to

UK or international equities or fixed income) than other investment vehicles.

LSEG also welcomes, where appropriate, the development of low-cost routes to advice using
new technologies and online wealth management services e.g. robo-advice subject to there

being proper regulatory safeguards in place.
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2.0. Creating an investment culture in the UK and supporting retail investors

UK household participation in capital markets
- 12% of households own UK Shares
- 7% of households have employee shares and share options
- 10% of householders have fixed term bonds

- 2.6m stocks and shares ISAs were subscribed to in 2014-15

Source: ONS December 2015 and HMRC August 2015

LSEG believes that it is important that private investors have access to high quality information
that educates potential and current investors in order to provide them with the ability to invest

and participate in markets.

A strong, liquid and vibrant public market relies on informed participation by both individual retail
investors alongside institutional investors. Investors need to be informed not just about the
investment opportunities but also the different means of accessing those opportunities (for

example choice in trading model, the use of collective investment vehicles).

The Government has placed a strong focus on increasing the supply of long term patient equity
and debt investment needed by high growth UK businesses. Creating a greater culture of
investment in the UK with more retail investors has significant potential to provide more capital
for high growth business and give citizens a long-term stake in the UK economy. Increased retail
access also has the benefit of improving the liquidity and diversity of the secondary trading

market, which in turn would lower the cost of non-bank capital for high growth companies.

Consumers can currently invest in financial markets as individuals through private client stock
brokers (including through direct market access via a small number of brokers), through
employee share schemes or collective investment schemes. At the end of 2014, UK individuals
owned an estimated 12% of quoted UK shares by value, according to ONS data. This is
compared to 38% in the US™.

LSEG is aware that there has been an increasing demand amongst retail investors to become
shareholders in some of the larger IPOs as noted by the Wealth Management Association.? We
are delighted that the Government has a dedicated share sale for retail investors as part of the
privatisation of Lloyds Banking Group. We also note that recent changes to freedom and choice

in pension savings will likely increase the appetite for more information and education on

'Goldman Sachs, 2013
> Wealth Management Association/Peelhunt, 2013
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investments. We also note that self-directed investment through Self-invested Personal Pensions

(SIPPs) has increased.

In November 2015, the Investment Association noted that gross retail sales for UK fund platforms
totalled £6.2 billion, representing a market share of 54.3% (52% in November 2014). Other
Intermediaries (including Wealth Managers, Stockbrokers, IFAs and Discretionary Fund
Managers) attracted gross net retail sales of £4.6 billion, representing a market share of 40.6%
(41.2% in November 2014).

3.0. Current education and information gap

We believe that there is a clear gap in investor education for different types of products, market
structure and how to participate in markets. According to a 2013 Populus poll, half of British
investors did not know how their money was invested. 29% did not know how to access

education on financial markets.

A report for the UK Government in 2010 that as of the time of writing, there were 10 million
people in the UK over 65, with a projected growth of an additional 5.5 million people over 65 by
2030°. Increases in longevity increase the need for financial education to support private

investors in planning for later life.

Education plays an important part in aiding investors regarding the costs associated with
investing and participating in markets. For example, the tax landscape is often difficult for retail
investors to navigate. Stamp Duty is applied to UK stocks. However recent changes to equity

taxation include AIM stocks being exempt from Stamp Duty, as well as being able to include

3.1. Case Study: Retail Participation in the Italian Bond Market

Only a limited number of bond offerings are made available through easily accessible channels to retail
investors, including UK government bonds. This hampers liquidity in the secondary market and the
overall strength of the fixed income market and limits the choice of high quality instruments available

retail investment.

Borsa Italiana, part of London Stock Exchange Group, has a healthy percentage of private investor
participation, particularly in bonds because of their well developed market infrastructure that provides
efficient interaction between investor capital and issuers. LSEG has a significant amount of successful
experience in supporting the issuance of “BTP ltalias” through the MOT electronic bond platform. The
BTP italias are Italian Government inflation-linked securities conceived to meet the needs of retail
investors. Eight BTP lItalia issues have now raised more than €100 billion. The absence of Stamp Duty
on the purchase of securities means that private investors who trade on an intraday basis participate in

the cash market, rather than the CFD market.

Greater accessibility of these instruments to UK retail investors along with availability of advice would

be beneficial.
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them in ISAs. Exchange Traded Funds (ETFs) are also free of Stamp Duty. Therefore, for these
products the cost of investing is reduced for consumers.

3.2. Adviser training in full range of collective investment vehicles

Advisers in the UK should be trained in the full range of collective investment vehicles available

including ETFs and investment trusts following the Retail Distribution Review.

The ETF market in the US provides a strong example of retail participation, the financial advice
available and how citizens can invest in capital markets. In the US, it is believed that retail

investors own some 50% of US listed ETFs.*

ETFs are an efficient and transparent way to provide retail investors exposure to a wide range of
major indices for stocks and shares, bonds, commodities and other asset types. ETFs combine
the advantages of stocks in terms of tradability and liquidity with the key features of traditional

index funds into one product.

ETFs are eligible to be held in an Individual Saving Account (ISA) or a Self Invested Personal

Pension (SIPP) and are not subject to UK stamp duty when purchased on-exchange.

All ETFs on London Stock Exchange are supported by dedicated on-screen market makers
committed to providing continuous two-way pricing throughout the trading day. Investors can

trade in and out of ETFs just as they would with shares.

London Stock Exchange is the largest ETF Exchange in Europe by volume. It has 24 dedicated
ETF issuers with a total of 860 securities currently listed. 166 new ETFs were listed in 2015 on
LSE.

As the leading exchange for ETFs, London Stock Exchange maintains a strong commitment

towards promoting liquidity and transparency across its ETF market.
Investment trusts also are an important part of London’s capital raising ecosystem.

They serve as permanent capital vehicles for fund managers and investors to effectively redeem

their shares in the trust by selling them on the listed market.

The strength of a permanent capital vehicle is that the fund manager does not have to liquidate
positions when investors want to exit as they would have to in an open ended structure. There
are 463 investment trusts on LSE worth £110bn split across the Main Market and 29 on the SFM.
Investment trust fund raising represents a significant portion of capital raised at IPO in London. In

2015, 25% of all IPO money raised was by investment trusts and in 2014, 16%.

* Deutsche Bank 2011
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4.0.Possible solutions to address education and information gaps

4.1. LSEG is committed to working in conjunction with a wide variety of stakeholders in the
financial community to play our part in providing more information and education to retail

investors.

LSEG, for its part, is working to address the education gap in the understanding of products and
market structure, LSEG has developed a multi strand educational initiative so that investors are
better informed for later life with regards to savings and investments:

e A series of Podcasts has been produced in partnership with Share Radio (a radio station
focused on finance) for airing in January 2016. The podcasts will have airplay on the
radio station and will also be available on the LSEG website. We have recently provided
dedicated analytics on individual stocks available on the LSEG website also.

e In parallel to the factsheets London Stock Exchange (“LSE”) produces on trading
services for the professional market, a series of factsheets have been produced
specifically for private investors and will be available on our website in January 2016.

e A central page on LSE website has been developed to provide an easy start point for
private investors to navigate relevant LSE information

¢ Exchange traded funds and products have a dedicated resource centre on the LSEG
website including educational content and videos

e London Stock Exchange Academy operates a number of training programs with UK
Universities

e The FTSE website contains an education centre which provides educational content on

the structure of indices

4.2. London Stock Exchange currently operates a private client Direct Market Access (‘DMA”)
scheme which enables private investors to participate directly in the central market that resides
on London Stock Exchange’s electronic order book. Private investors can access DMA services
through a bank or stockbroker. We believe there is scope to improve private investor
understanding of the DMA model, to ensure that investors can avail of choice in how they access
and participate in markets. For example, an electronic order book provides - in certain
circumstances - the potential for lower and more advantageous implicit execution costs. London
Stock Exchange provides a discounted execution fee of 0.1bps, representing a 78% decrease on
the standard value traded scheme rate of 0.45bps which would normally be applicable to retail
brokers.
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4.3. LSEG also believes that the Government should encourage issuers to reserve a specific
tranche for retail investors during IPO and make sure the Review covers the availability of
accessible and cost-effective advice for investors looking to participate in these offers. Over
recent years (and certainly since the Listing Rules were changed to remove the requirement for
retail offers) technology and infrastructure has moved on considerably, making it possible for
retail offers to be conducted more efficiently. For example, a number of the large online
execution only platforms act as distributors, However, market practice has not moved at the
same pace, meaning that retail investors are often excluded from IPOs. We would therefore
encourage the government to influence market practice and explore the use of incentives to
change the default position for issuers in the UK so that IPOs on the Main Market include a
voluntary retail tranche.
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Dear Mr Smith

Virgin Money response to HM Treasury-Financial Conduct Authority Financial
Advice Market Review: Call for input

Virgin Money welcomes the decision of the Government and Financial Conduct
Authority (FCA) to launch the Financial Advice Market Review (FAMR) to examine
how financial advice could work better for consumers. We are pleased to provide
input on this important topic in response to the Call for input.

We welcome the focus of the FAMR on the key underlying issue of whether an
advice gap exists and, if so, whether there are measures on both the demand and
supply side which could reduce or eliminate this advice gap and help to ensure
better outcomes for consumers. We value the Call for input's clear and thoughtful
comments on advice, its assessment of the demand for, and supply of advice, and
where imbalances between the two may lead to advice gaps. We also welcome its
consideration of how these gaps might be bridged.

We note that the Call for input generally uses the word 'advice' to capture a broad
range of services offering support to consumers — ranging from holistic or focused
face-to-face professional advice at one end of the spectrum, to tools to facilitate
financial decision-making, such as online tools and calculators and relevant
information, at the other end of the spectrum.

Virgin Money Holdings (UK) plc — Registered in England and Wales (Company No. 03087587).
Registered Office — Jubilee House, Gosforth, Newcastle upoen Tyne NE3 4PL. VM4419_7.14




Our key points in relation to the Review are as follows:

e Advice should help consumers understand products and services, as well as
financial outcomes — We think advice should focus to a greater extent on how
financial products and services work, the options they offer, and how they
can provide good outcomes for consumers. This will help to equip consumers
to make more effective decisions about their future financial arrangements.

e A clearer regulatory distinction between regulated advice and information
could help to address the advice gap experienced by some consumers — More
clarity about the regulatory perimeter could stimulate the development of a
broader market in free or lower cost online services that offer people the
information and support they require. This would benefit those with limited
amounts to invest for whom professional advice may be unaffordable.

e less complex financial products could also help to overcome the advice gap
and encourage consumers to engage with financial services — Products that
are easy to identify, understand and purchase could, in combination with
greater access to online tools and information, reduce people’s need for
professional advice, and give them greater confidence to navigate financial
services markets and make financial decisions.

| set out below some comments on issues that correspond to the three main
chapters in the Call for input.

1. What do consumers need and want from financial advice?

In the context of this broad review of financial advice, we believe that there are
several areas where the provision of advice, as defined by the Review, could be
improved:

e We believe that the advice process has focused too much on gathering
information about customers and their needs, rather than on explaining the
features of products and how they can provide good outcomes for
consumers, We think this reflects, at least in part, the increasing complexity
of financial products and services. In relation to mortgage advice, in
Embedding the Mortgage Market Review: Advice and Distribution, the FCA
said that, "The rules focus on ensuring that customers obtain a mortgage
suitable for their needs and circumstances. They do not require firms to
ensure customers understand the advice they receive or the reasons for
recommendations made to them".

e We support the recommendation of the Retail Distribution Review (RDR) that
advice should be remunerated through fees paid by customers rather than
through commissions paid by providers. However, we think that there is a
need for greater clarity, under Mortgage Market Review (MMR)
arrangements, about fees for advice. This is because whilst many consumers
are likely to seek advice (as broadly defined) on such products, the level of
fees needed to cover the costs of face-to-face personalised advice may well
not be affordable by many consumers with relatively low incomes and assets.



As recognised on pages 15 to 18 of the Call for input, the provision of
traditional face-to-face advice may well be limited not only by the costs of
providing it, but also because of financial and reputational risks that are
linked to the potential liabilities associated with customer redress and
sanctions for mis-selling. Providers may be concerned, for example, about the
possibility of the FCA using the benefit of hindsight when imposing sanctions
for what it perceives to have been mis-selling, when there was no intention
to deceive or mislead.

More generally, regulatory uncertainty can encourage 'tick-box compliance'
and could discourage innovation and limit competition in the advice market.
We support the Government's request, in Fixing the foundations: creating a
more prosperous nation, that the PRA and the FCA should "set out clearly the
steps being taken to drive more competition and innovation".

Developments in technology make it much easier for many consumers to
access information about financial services, in the way that they do for other
aspects of their lives. As recognised in the FCA Consultation Paper Smarter
consumer communications, the inclusion of videos, illustrations and
interactive features can enhance consumer engagement, understanding and
empowerment.

A clear indication of how the behaviour of consumers has already changed
was given in the ESRO research on mortgages, which found that "online
research is particularly key for all mortgage buyers" and that "online
mortgage calculators are a vital part of this process". However, a specific
issue that the Review may wish to consider is that the provision of
information online may well have been inhibited by concerns, resulting from
the final proposals for the Mortgage Market Review (MMR) in FSA CP11/31,
that all sales involving some form of interactive dialogue would be deemed as
advised sales and that online services using algorithms might be deemed as
steering consumers and so as providing advice.

2. What are the advice gaps?

We concur with the assessment of advice gaps on pages 18 to 20 of the Call for input
with respect to particular retail financial products and particular consumer groups. In
particular, we agree that:

there do not seem to be advice gaps in deposits, general insurance, credit
products (except when debts become unmanageable) or in mortgages;

individuals may find it difficult to access the advice they need in relation to
savings for retirement, whether through pensions or otherwise, and options
at retirement. We support the view that people considering taking cash
payments instead of pensions should have to seek advice before making such
a decision, unless the amounts are de minimis; and



e whilst wealthier consumer groups are more likely to seek and to be able to
afford professional advice, there may be advice gaps for people with limited
incomes and limited savings, for whom the cost of individual or professional
advice may well be unaffordable.

We also note a number of trends in the advice market which are based upon our
" experience in those parts of the retail market where we are particularly active:

e Inrelation to investments and pensions, there has been a clear move away
from servicing mass market customers with modest sums to invest following
the introduction of the Retail Distribution Review (RDR). This has meant that,
for many of these customers, high quality advice has become increasingly
inaccessible, which could be a cause for concern given the increasing
complexity of many investment and pensions products.

e In relation to mortgages, by contrast, there has been a marked shift towards
the provision of advice. The MMR has led to a polarisation between advised
and execution-only sales, and the regime encourages consumers to take the
advice route. It also limits their ability to gain access to information — a result
of the MMR’s view that information provided in an interactive conversation
(whether face-to-face or online) may be deemed advice, meaning that
providers must guard against the possibility that, by providing limited
information or information without regulated advice, they may become liable
to the possibility of fines for mis-selling.

We therefore support the intended initial focus of the FAMR on investments, saving
into a pension and taking an income in retirement, and on consumers with lower
levels of income and wealth — defined by the FCA in the Call for input as “consumers
with some money, but without significant wealth” — for whom personalised face-to-
face advice is not likely to be affordable.

However, we suggest that other priorities should include ensuring that the
regulations relating to advice do not create 'information gaps', and that the advice
process for mortgages is reviewed as part of the FCA's consideration of competition
in the mortgage sector.

In addition, we think the Review is an important opportunity to consider the current
regulatory framework for financial advice in its generality. At present, the framework
consists of a complex set of overlapping regulations and legislation, designed by
different bodies at different times — better aligning these rules, where there is scope
to do so, would give providers of advice more clarity, and help to encourage broader
provision of advisory services.

3. What options are there to close the advice gap?
Pensions and related investments
For many people, the benefits of getting advice on savings plans, pension options at

retirement, cash alternatives versus pensions and compliance with Lifetime
Allowance regulations should justify the cost of personalised face-to-face advice. We



think that the individuals providing such advice should be appropriately trained and
qualified, and that their firms should be liable to sanctions for failures to comply with
the regulation of financial advice.

However, to ensure that there is sufficient supply of advice in these areas to meet
the demand for it, we think that the FCA should not unreasonably apply hindsight in
assessing possible mis-selling, and should also set a Iongstop limitation period, or
equivalent, after reviewing the options which are discussed on page 29 of the Call for
input.

Consumers with lower levels of income and wealth

We believe that many people with limited amounts to invest would benefit from
being able to access information and buy financial products in a manner that is
convenient and easy and that is economic for them.

We think that consideration should be given to the extent to which such consumers
can now get the support they need from online services that are already available or
that may soon become available as a result of initiatives in train under the FCA's
Project Innovate, such as those mentioned on page 43 of the Call for input.

Such online services can be provided more cheaply than face-to-face advice and, like
online services in other areas, are generally available free to consumers. Within such
services, interactive features can enable consumers to get information about
products that are likely to be suitable for them.

To encourage the development of a broad market in such online services, we think
that the providers of these services should not be seen as providing regulated advice
and should not be liable to sanctions for mis-selling.

We suggest that the FAMR should consider a clear distinction between what might
be called 'generic advice' or 'guidance’, provided free by online services with
automated interactive facilities, and 'personalised advice' or 'regulated advice',
normally subject to fees and liable to redress and sanctions for failure to comply with
the regulation of financial advice. If such a distinction is made, we suggest that the
different forms of advice should be defined in ways that make sense to consumers,
and that are consistent with how they differentiate between information and advice
in other aspects of their lives.

Face-to-face advice will remain crucial for many people, particularly those with
complex needs, but we think algorithmic methods may, for some consumers, have
the potential to provide as good outcomes as traditional methods based on human
interaction. We therefore welcome the Review’s consideration of how technology-
based advice models could meet consumer needs at low cost.

We also think consideration should be given to the potential benefits of some form
of standardisation of the fact find process that informs the provision of advice. As
well as helping to ensure that providers do not obtain any unfair competitive
advantages at this stage in the process, this may also support the ability of



customers to access advice and information online rather than face-to-face, if they
wish to do so, and to shop around.

We recognise that consumers with lower income and lower amounts to invest may
also have lower levels of financial literacy and confidence in terms of purchasing
financial products, and therefore may need some protection. We believe that this
can be achieved through: ' '

e requiring that all communications with consumers in online services, as
otherwise, must comply with Principle 7 of the FCA's Principles for Business
by being fair, clear and not misleading;

e the FCA giving positive guidance about its expectations of online services and
by its engagement with firms through the ‘regulatory sandbox’ and ‘themed
weeks’ initiatives that form part of its Project Innovate; and

e giving the FCA the right to examine firms' algorithms for online services, if it
wishes to do so, to help address any consumer or market-focused concerns
about the use of algorithms in the provision information and advice online.

Simple financial products

Another possible means of encouraging increased participation in financial services
by people on low-to-medium incomes is through the provision of simple financial
products that are easy for consumers to identify, understand and buy, without the
need for ‘professional’ advice.

Such products might be appropriate, for example, for consumers with limited
amounts to invest and/or with straightforward needs, who might otherwise put off
engaging with financial services due to the complexity of products and services or
the cost and perceived difficulty of seeking advice.

We note that the Call for input discusses previous ‘simple product’ initiatives, and
observes that they have not been as successful as might have been hoped. We
supported the Government's efforts in the last Parliament to encourage the
introduction of simple financial products, through the Sergeant Review, and think
the FAMR is a timely opportunity to review progress in this area within the context
of the more holistic review of advice being undertaken.

Provision of information

Whether or not a distinction is made between 'generic advice' and 'personalised
advice', we believe that consumers should be able easily to access information that
enables them to understand financial products.

The ESRO research on mortgages found that, "Some lenders had adopted a cautious
approach to providing information to customers, to mitigate risks of unqualified staff
providing regulated advice" and observed that, "There is a risk that these policies will
frustrate customers seeking information and discourage them from shopping
around". Similarly, the Call for input says that:




While some firms have successfully launched automated and semi-automated
models within the current regulatory frameworks, others have reported that
they have developed new automated models of advice but have not felt able
to take them to market.

We believe that there is a need for greater regulatofy clarity on such mattefs, and
that the regulatory approach should be consistent with the Government's request to
the PRA and the FCA, in Fixing the foundations, that there should be an appropriate
balance between, on the one hand, regulation and, on the other hand, competition
and innovation.

Mortgage advice

We support the MMR framework under which consumers are encouraged to seek
advice, often from an independent adviser. However, the ESRO research on
mortgages found that, "Consumers found the mortgage application process to be
time-consuming and unnecessarily convoluted". We suggest that, in the context of
the FCA's review of competition in the mortgage sector, consideration should be
given to making the mortgage advice process work better for consumers.

In this context, we wonder if lessons might be learned from the RDR and whether,
instead of the current polarisation between execution-only and advised sales, there
might be scope for a middle category of 'assisted sales', for customers. In addition,
we suggested in our response to the FCA’s recent Call for Inputs on competition in
the mortgage sector (which is separately attached) that there should be an online
register of independent advisers, and transparency about their business mix and
fees, to help consumers identify brokers which meet their needs.

Conclusion

We welcome the Government and FCA’s decision to launch this Review and examine
where advice gaps exist as well as how they can be addressed. In particular, we
welcome the Review’s decision to look at the impact of technology on how people
engage with financial services products and services.

The increasing complexity of financial services products —including an expanding
choice of products, product features and distribution methods — means that ensuring
consumers have access to appropriate and affordable advice, and that they
understand the value of the different forms of advice that are available to them, is
more important than ever.

To this end, we agree with the Review that it is important to look at the full spectrum
of advice options, to ensure that they are tailored to the different needs and
financial circumstances of consumers. The market in retail financial products will
only work well and secure good consumer outcomes where consumers make well-
informed choices and, in many cases, this will require that consumers do utilise
advice, as broadly defined by the Review.



We view FAMR as an important component of this broader task — namely, creating a
retail market that works in the interests of all consumers and which helps restore
trust in the sector. We would therefore be happy to support the Review as it
continues its work in this area.

Please do not hesitate to contact my colleague Jay Sheth, Virgin Money’s Head of
Economics, Policy and Public Affairs, on jay.sheth@virginmoney.com if we can be of
any further assistance.

Yo incerely
Richard Hemsley p

Chief Banking Officer
Virgin Money

CC: Jennifer Young, Head of FAMR Strategy, HM Treasury
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As you may be aware from our recent meetings with the FCA, The Pensions Portal (TPP) is
developing an online educational hub featuring an engaging, accredited, graduated and
impartial suite of programmes on the different ways people can take their pension benefits.
The site is aimed at consumers and offers a radically different approach to current mass
market provision. We ask the question “How many people have watched Pride and Prejudice
compared to the number who have read it”? — the answer informs our approach! The TPP
media platform is ‘intelligent’ and tracks what visitors on the site have watched. Based on
this information the site can offered tailored outputs dependent upon specified contingencies
being met by the site visitor. These can include, for example, unlocking more detailed content
only when introductory programmes have been viewed. This feature can also allow us to
issue certificates — perhaps allowing the holder a benefit such as a free CAB meeting once
they have completed their journey. Alternatively, it could be used to issue a ‘product
passport’ — perhaps allowing the holder to purchase a safe harbour investment.

TPP’s focus is on engagement and to this end the approach offers flexibility to make it more
fun (for example by issuing online badges which show the user’s progress). Furthermore, the
content can be adapted to help citizens start very early — in secondary or even primary
education. A particular application in this regard could be the awarding of a piggy bank or a
particular character on completion of a specified educational journey.

We believe our radical approach could make an enormous and positive difference to those
currently unable to afford, who do not value or those insufficiently interested to seek
professional advice. It could also help people whose preference is to ‘do it themselves’ by
making access to quality and impartial content straightforward. The content will be available
24/7, can be viewed as often as the viewer likes, works on all devices and uses adaptive bit
streaming to give the viewer the best possible experience.

Finally, the portal is designed as a ‘plug-in’ as part of a greater offering determined by the
site provider. The context can include links to further information/guidance (commercial or
state provision) and tools and calculators offered to help the consumer gain a greater
understanding of their own situation. A ‘what to do next’ programme and checklist can be
included to hold the consumers hand as they take the next step.

Because of our solution we have answered many of the review questions by referencing how
our combination of content and technology could impact upon them.

Q1

Do people with protected characteristics under the Equalities Act 2010, or any
consumers in vulnerable circumstances, have particular needs for financial advice or
difficulty finding and obtaining that advice?
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Particular needs for financial advice:-

Through the work 1 do in my advice business (Mint Wealth Management) | see a lot of
confusion in the families of loved ones regarding Long Term Care provision. This is a
complex area and there is often a lack of understanding about where to turn to for advice and
confusion about the help and support available (in particular where state aid and support can
and cannot be claimed). The delay of the Care Act provisions has only added to their
problems. Supply of qualified advisers in this area is limited and from my experience families
are often initially just looking for clarification of the facts such as type of care, costs,
funding/how to pay, state support, benefits and local authority assessment. Demand for
advice in this area is growing.

How TPP can help consumers in vulnerable circumstances:-

Mobility — access issues/travel are overcome where there is internet access.
Deaf — transcripts of programmes are provided.

Blind — each programme has a high quality soundtrack.

Language — translations are available and overdubs/subtitles possible.

Elderly/infirm/dementia/Power of Attorney — a good source of information for those to whom
responsibility it delegated.

Age, disability, gender reassignment, marriage & civil partnership, race, religion or belief,
sex and sexual orientation — no direct impact though content features both men and women’s
voices recognising the topic is equally important to both sexes.

Literacy — because content is delivered using video and animation it is available to users with
reading difficulties.

Q2

Do you have any thoughts on how different forms of financial advice could be
categorised and described?

Break this down into the basic needs categories, borrowing, protecting, saving and
withdrawing. Borrowing and saving are commonly understood, protection covers life
insurance, critical illness cover and income protection and withdrawing is about how to
provide income in retirement. In addition, to make it easier, a specific category for the elderly
could include long term care, inheritance tax planning and equity release (though all these
could fit into the previous four categories).

Q3

What comments do you have on consumer demand for professional financial advice?



\\> the
PENSIONSportal

Professional advice has limited supply and tends to be used by the wealthy for whom it is
economic and who perceive it to represent value for money (often driven by a tax efficiency
agenda). There is apathy — not enough education and commentary regarding its value unless
you go and look for it, which the majority don’t. Many financial solutions require consumers
to see several steps forward and join the dot. Solutions can be perceived as and be complex.
Another issue is accessibility — where do people go? Banks previously pushed advice but this
has largely died out. Advice services have pretty much disappeared from the high street
resulting in less awareness.

Q4

Do you have any comments or evidence on the demand for advice from sources other
than professional financial advisers?

Growing, particularly with internet savvy consumers for whom websites like TripAdvisor and
price comparison sites are natural ‘go tos’ when thinking about making purchases. Evidence
can be sourced by looking at the turnover of the big providers in this space e.g.
Moneysupermarket and Moneysavingsexpert. Much of this activity is driven by saving
money on a relatively short term commitment — e.g. car/travel insurance.

Q5

Do you have any comments or evidence on the financial needs for which consumers may
seek advice?

Pensions, investment, tax and mortgages — but again generally wealthier individuals with
more complicated needs.

Q6

Is the FCA Consumer Spotlight segmentation model useful for exploring consumers’
advice needs?

It possibly overcomplicates — see answer to Q2 for our view on a more straightforward
approach.

Q7

Do you have any observations on the segments and whether any should be the subject of
particular focus in the Review?

Our view is the focus should be on how guidance and advice can be made available for all
segments by making the solutions accessible, affordable and flexible.

Q8

Do you have any comments or evidence on the impact that consumer wealth and income
has on demand for advice?
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From experience we would say that demand for advice and the level of wealth are closely
correlated. Some larger companies promote, facilitate and sometimes pay for their employees
to get advice. Based on my experience with Mint Wealth Management this is a very
successful and effective way of broadening access to financial advice. The vast majority of
people Mint have advised from sponsored employer initiatives do not have financial
problems or difficulties.

Q9
Do you have any comments or evidence on why consumers do not seek advice?

Cost. For example, Mint Wealth Management did an exercise with Staffordshire County
Council helping families with members needing long term care advice. Around 95% did not
take up the option of advice as they were put off by cost.

Media commentary can be negative and off putting. Bad news travels and miss-selling
scandals have fuelled disillusionment with the industry. There are major issues regarding
Trust in the industry. As our academic adviser Professor Rosalind Searle says “Trust arrives
on foot and leaves on horseback”.

There are problems with accessibility and knowing where to turn — there is a lack of trusted
brands in this space.

Q10

Do you have any information about the supply of financial advice that we should take
into account in our review?

It is diminishing and tending to focus on wealthier individuals. Where is the new blood
coming from? There is an aging demographic in the adviser community.

Q11

Do you have any comments or evidence about the recent shift away from sales based on
professional advice, and the reasons for this shift?

Banks withdrawing from the advisory marketplace, high street shop fronts promoting advice

have largely disappeared and fewer new advisers are coming through. Training advisers is
expensive and can be prohibitively so for smaller practises.

Q12

Do you have any comments or evidence about the role of new and emerging technology
in delivering advice?

Chapter 13 (attached) of the July 2015 AKG report on Pensions freedom provides useful
evidence.

Q13
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Do you have any comments on how we look at the economics of supplying advice?

See previous answers.

Q14

Do you have any comments on the different ways that firms do or could cover the cost
of giving advice (through revenue generation or other means)? Do you have any
evidence on the nature and levels of costs and revenues associated with different advice
models?

A voucher system sponsored by the state to cover an initial consultation could lead to a
significant uptake in advice. The issuing of the voucher could be dependent upon meeting
criteria which could be determined to the particular individual or type of advice being sort.
The voucher could be earned by evidenced participation in pre-advice preparation/education.

Q15
Which consumer segments are economic to serve given the cost of supplying advice?

Based on the FCA segments Stretched but resourceful, Busy achievers, Affluent and
ambitious, Mature and savvy and Retired with resources.

In summary those with the ability to pay.

Q16
Do you have any comments on the barriers faced by firms providing advice?

Inability/unwillingness of customer to pay. Cost and resources required to train new advisers,
cost of attracting new clients which requires resource and expertise, increasing costs of
running a business including levies.

Q17
What do you understand to be an advice gap?

The advice gap is driven by the economics of supply and demand. The cost of supplying
advice face to face is significant. Many are not prepared to pay because they don’t see the
value or do not trust the suppliers. For some there is no value because the amounts of money
involved make the cost outstrip the benefit.

As an industry we also need to address the confusion between guidance and advice. For

example, the Money Advice Service provides guidance, the Citizens Advice Bureau provide
guidance

Q18
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To what extent does a lack of demand for advice reflect an advice gap?
See Q17

Q19

Where do you consider there to be advice gaps?

We think the FAMR document covers this well.

Q20

Do you have any evidence to support the existence of these gaps?

We think the FAMR document covers this well.

Q21
Which advice gaps are most important for the Review to address?

Retirement decumulation and followed by pension accumulation.

Q22
Do you agree we should focus our initial work on advice in relation to investing, saving
into a pension and taking an income in retirement?

Yes.

Q23

Do you agree we should focus our initial work on consumers with some money but
without significant wealth (those with less than £100,000 investible assets or incomes
under £50,000)?

Yes.

Q24

Are there aspects of the current regulatory framework that could be simplified so that it
is better understood and achieves its objectives in a more proportionate manner?

No comment.

Q25

Are there aspects of EU legislation and its implementation in the UK that could
potentially be revised to enable the UK advice market to work better?
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No comment.

Q26

What can be learned from previous initiatives to improve consumer engagement with
financial services?

The possibilities afforded by technology in this area have exploded and have the potential to

radically improve consumer engagement. Sites which are straightforward to use, easily
accessed and which contain engaging content are the most successful.

Q27

Are there any approaches to the regulation of advice in other jurisdictions from which
we could learn?

No comment.

Q28

What steps can be taken to address behavioural biases that limit consumer engagement
without face-to-face advice?

State or commercially sponsored academic research available to suppliers could help the
industry tune it’s offering to improve engagement.

Q29

To what extent might the different types of safe harbour described above help address
the advice gap through the increased incentive to supply advice

This could be significant and could be made dramatically more so developing an education
and passport generating technology facility as part of a gateway to purchase.

Q30

Which areas of the regulatory regime would benefit most from a safe harbour, and
what liabilities should a safe harbour address?

No comment.

Q31

What steps could be taken to ensure that a safe harbour includes an appropriate level of
consumer protection?

No comment.

Q32
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Do you have evidence that absence of a longstop is leading to an advice gap?

No comment.

Q33

Do you have evidence that the absence of a longstop has led to a competition problem in
the advice market e.g. is this leading to barriers to entry and exit for advisory firms?

No comment.

Q34

Do you have any comments about the benefits to consumers of the availability of redress
for long-term advice?

Well educated consumers are less likely to accept advice which turns out to be inappropriate.

Q35

Do you have any comments or suggestions for an alternative approach in order to
achieve an appropriate level of protection for consumers?

No comment.

Q36

Do you have any comments on the extent to which firms are able to provide consistent
automated advice at low cost? Are you aware of any examples of this, either in the UK
or other jurisdictions?

TOMAS have a simplified advice model which is up and working.

Q37

What steps could we take to address any barriers to digital innovation and aid the
development of automated advice models?

Offering some funding to innovative businesses may speed their roll out. Forum to encourage
working together and endorsement / promotion of appropriate services through some kind of
accreditation perhaps?

Q38

What do you consider to be the main consumer considerations relating to automated
advice?

e Trust (is the source credible?)
e Scams — fear of large transactions online
o Copycat sites
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e Simplicity / ease of use

e Cost

e For more complex / larger transactions - people often use sites to gather initial
information but often need human intervention to provide final instruction and
execution (reassurance)

Q39

What are the main options to address the advice gaps you have identified?

See our prequel!

Q40

What steps should we take to ensure that competition in the advice markets and related
financial services markets is not distorted and works to deliver good consumer