
Equiniti Wealth Management Report  
July 2014

www.equiniti.com

The future of wealth management:  
a 360° view



2

Investors

Suppliers

W
ea

lt
h

M
an

ag
er

s

Industry
Bodies



3

Foreword 3

Research findings

Wealth managers’ views 5

 - Business opportunities and threats 7

 - Industry opportunities, threats and impacts 10

 - Living with regulatory change,  
operational considerations 12

 - Understanding clients’ priorities 17

Investor insight

 - Investor insight 20

 - Investment objectives and sources of advice 21

 - Understanding wealth managers’ pricing  
and the impact of the RDR 24

 - Communication and service 26

 - The importance of data security  
and cost management 29

Articles

 - Averting the consumer finance crisis,  
Carol Knight, Operations Director, TISA 32

 - Tackling regulation, at home and abroad,  
Dr Tim May, Chief Executive Officer, WMA 33

 - The regulator’s view, Gavin Downs,  
Director of Compliance and Risk, Equiniti 34

Table of contents

Page



4

Foreword

While Regulation continues to dominate the agenda for wealth managers’ the FCA is looking at the role of 
the board in the overall equation of planning, governance and oversight.

Outsourcing can do many things for wealth managers but it is not a fix-all solution and firms cannot relinquish 
all responsibility for Regulatory compliance. Directors retain the duty of oversight and as technology and 
outsourcing push ahead, paving the way to enhance operational efficiency and create new operating models 
both wealth managers and the FCA face separate challenges.  The former to evaluate the opportunity and 
successfully plan for the implementation of such significant operational change.  The latter to ensure that 
Regulation provides clear guidance for firms (and providers) so that the industry can evolve in a way perhaps 
unprecedented, but almost certainly in a way which is necessary to keep pace with its clients’ requirements 
and expectations.

Since June 2013, when Equiniti first announced its commitment to developing Equiniti Wealth Solutions 
we have seen a clear appetite for change among wealth managers. Also the recognition of the need for 
change to ensure they achieve a sustainable and cost effective business model which is centred on their core 
competency: servicing the needs of clients.

This report aims to highlight the opportunities and threats facing wealth managers at a macro and micro level, 
the significance of operational cost management and insight into what is important to investors, both the 
advised and unadvised.

Key findings

60% of wealth managers cited that ‘developing 
customer communications and relationships’ was in 
the top two areas of opportunity for their business, 
58% stated penetrating new customer markets was 
top of the list

 

Wealth managers ranked cost of regulation (67%) 
and rising operational costs (62%) as their two 
greatest threats to business

While 62% of wealth managers see rising operational 
costs as a major threat, 63% didn’t know the cost of 
settling a transaction

86% of wealth managers believe clients are ‘very’ and 
‘extremely’ happy with their services; 41% said that 
operational inefficiencies were the most likely cause 
for complaints

Of the investors surveyed only 25% were currently 
paying for advice, although 36% of the unadvised 
investors had previous experience of a wealth 
manager or adviser.

Cost (29%) and alternative sources of advice (37%) 
were the two highest reasons given for not choosing 
to use a wealth manager or adviser. However, once 
engaged with a wealth manager cost was not the 
most important element of the relationship.

The top two influencers on investment decisions 
were desire for income (34%) and increased life 
expectancy (20%). Although pension reforms were 
also playing a part, perhaps more so than wealth 
managers are aware.

Pricing and fee structures remain a challenge, 46% 
of advised investors felt they were clear to a point, 
4% said they were not clear at all.  The outcome of 
the RDR has made some impact but investors still 
remain confused about the independence of advice 
and charging.

Mark Taylor
Managing Director,  
Equiniti Investment Services
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Wealth managers’ views 

Survey methodology

This research has been commissioned by Equiniti to ascertain the sentiment of wealth 

managers across the industry with respect to the challenges and opportunities they 

currently face. 

100 complete responses were gathered from senior level executives in UK wealth 

management firms by means of an online survey and telephone intereviews.

Introduction 
Wealth managers and advisers have benefited recently from more favourable economic conditions and a 
subsequent boost in investor confidence.  The challenge will be in sustaining the positive growth rate this has 
facilitated and preparing for the dips that history has shown us are inevitable.

The market is highly competitive, and increasingly so, with a wide range of business models out there 
competing for a share of voice and a share of market.  The expectation is that income growth will be derived 
from those with higher levels of liquid assets and there is a new market emerging of next generation investors 
for whom the industry still needs a clear strategy.

Regulation continues to play a significant role and this is set to carry on, along with managing rising 
operational costs.  The challenge this creates is also an opportunity.  Those firms who can successfully navigate 
regulation quickly and effectively will create an opportunity to differentiate themselves in the market.

The good news is that clients across the board seem happy with the service they are receiving, however, 
complacency is deemed a considerable threat to the industry.



7

Which of the following is the 

greatest area of opportunity for 

your business over the next 3 

years? 

Please rank from 1 (best opportunity)  

to 5 (least opportunity).

What do you feel you need to 

work most on to capitalise on 

the opportunities available to 

you? 

Please rank from 1 (need most to work on) 

to 5 (needs least work).

Areas of opportunity

Answer Options 1 2 3 4 5

Penetrating new 
customer markets (%)

40 18 11 11 20

Offering new services 
or asset classes (%)

24 30 26 13 7

Developing customer 
communications and  
relationships (%)

22 38 27 11 2

Capitalising on 
regulation change (%)

9 20 18 27 26

Increasing customer 
returns (%)

11 30 17 25 17

Customers are the future. Wealth managers recognise that penetrating new customer markets (58%) and 
deepening existing relationships through better communications (60%) offer the greatest opportunities for their 
businesses. While 54% believe offering new services or asset classes will provide prospects, 20% see no value in 
extending product ranges. At a time when investors highlight income as a key factor in their investment decisions, 
just 41% of wealth managers see opportunities in increasing customer returns.  Unsurprisingly perhaps regulation 
features low on the list but 29% still put it in their top two, and Equiniti believe this is indeed an opportunity for 
some.  Those firms who can manage the regulatory requirement most effectively will stand a good chance of 
creating a competitive advantage over those who struggle to get to grips with it.

Areas to improve

Answer Options 1 2 3 4 5

Creating operational 
efficiency (%)

35 21 20 7 17

Reducing costs (%) 9 24 29 27 11

Building propositions 
for specific market 
segments (%)

16 32 24 14 14

Building brand  
value (%)

22 29 24 11 14

Customer loyalty (%) 22 20 20 20 18

Other  
(please specify)

Just over half (51%) of wealth managers put the need to build brand value in their top two in order 
to capitalise on opportunities and building specific propositions was high on the priority list for 48% of 
respondents. Such actions will ultimately attract new customers which fit with firms’ capacity to service them 
well and profitability.  It will also boost customer loyalty, which is a priority for 22% of wealth managers. While 
56% of wealth managers recognise they need to improve operational efficiencies, just 9% placed reducing 
costs at the top of their priority list, which would be the corollary of such a move.  In our experience 
reducing costs through creating efficiencies is one of the most common motivators for outsourcing as the 
ongoing investment cost of legacy systems reaches disproportionate levels for likely return. 

Business opportunities and threats
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What is your strongest, existing, 

leverage within the business 

to achieving the opportunities 

available to you? 

Rank from 1 (strongest) to 5 (least strong).

What is your greatest threat 

to realising the opportunities 

available to you over the next 

3-5 years? 

Rank from 1 (greatest threat) to  

5 (least threat).

Greatest leverages

Answer Options 1 2 3 4 5

Brand value (%) 18 27 23 16 16

Customer loyalty (%) 33 27 16 24 0

Superior 
operational 
systems (%)

11 13 38 18 20

Cost control (%) 11 25 25 30 9

Available capital 
investment (%)

20 30 19 11 20

One third of wealth managers (33%) view customer loyalty as their strongest asset, even though 22% (see 
previous question) recognised they need to work on it. Just 11% of wealth managers believe that having 
superior operational systems will play a key role in their future, and the same for implementing cost controls; 
around 40% place these two things lowest on their list of existing leverages. Yet operational efficiencies 
ultimately free up costs, and time, to spend with clients, and increased potential to improve client returns, 
something investors placed great importance on.

Threats to opportunities

Answer Options 1 2 3 4 5

Existing competitors 
– direct and/or 
indirect (%)

27 20 24 16 13

New entrants (%) 11 20 22 40 7

Execution-only 
services (%)

2 7 33 18 40

Cost of  
regulation (%)

20 47 13 16 4

Rising operational 
costs (%)

29 33 20 11 7

 
Wealth managers ranked the cost of regulation (67%) and rising operational costs (62%) as the two greatest 
threats to their future business, higher than either existing or new competitors. Just 2% feel threatened by 
execution-only services and four in ten wealth managers completely dismiss execution-only services as a threat, 
this is despite market research which shows execution-only services are currently enjoying tangible growth.  
Interestingly, this is at a time when investors admit to seeking financial advice and information from the media 
and online sources (page 23) and past Equiniti research has seen family and friends top of the list for alternative 
sources of advice.
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Which customer segment 

do you see as providing 

the greatest opportunity for 

revenue growth?

Which customer segment 

do you see as providing 

the greatest opportunity for 

maximising margins?

Wealth managers believe that clients with at least £250,000 in liquid assets represent the greatest 
opportunity for revenue growth. This lends weight to the fear that in a post Retail Distribution Review (RDR) 
world there would be a higher number of ‘orphan clients’ at the lower end of the market; wealth managers 
are less inclined to service them for commercial reasons and investors find it difficult to justify the costs. 

Note: other responses included that there were no restrictions to which segments growth could be derived 
from and that £3m plus of liquid assets was the optimal market for revenue growth. 

Three in ten wealth managers (31%) believe that the opportunity to maximise margins is greatest working 
with clients with a minimum of £250,000 in liquid assets.  While the same number of wealth managers see 
the greatest opportunity at £1m plus of liquid assets. One in four have set their sights on clients with assets 
in excess of £10m. Wealth managers appear to see the greatest opportunity to improve margins as coming 
from the same segments they can derive revenue growth; with both at the higher end of the spectrum. 
However, we have seen little evidence to suggest there is such a clear correlation between revenue, margins 
and portfolio value.

Note: the other responses cited that good margins could be obtained from any customer segment.

Customer growth segments

Opportunities to improve margins

 £10m plus of liquid assets 14%

 £1m plus of liquid assets 33%

 £250k plus of liquid assets 33%

  Sub £250k of liquid assets 17%

  Other (please specify) 3%

 £10m plus of liquid assets 25%

 £1m plus of liquid assets 31%

 £250k plus of liquid assets 31%

  Sub £250k of liquid assets 12%

  Other (please specify) 1%
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What is the greatest area of 

opportunity for the industry  

as a whole over the next  

3-5 years?

Just as wealth managers recognised rising operational costs as the greatest threat to their business, 46% 
believe that technology offers the opportunity for the industry to increase operational efficiencies and we 
are seeing this sentiment become a fact but perhaps not quickly enough.  Attempts to modernise and update 
legacy systems have lead to wealth managers questioning the sustainability of retaining this kind of operating 
model but only after making significant investment. Only 14% believe social media provides an opportunity 
to develop and build customer relationships.  This goes against wider population trends, which show that 
customer community and engagement through online tools help generate loyalty, as well as evidence which 
demonstrates increasing confidence in online tools and web trading. 

Note: new wealth and a new breed of investor were cited as the other opportunities opening up to the industry.

Industry opportunities

Industry opportunities, threats and impacts

Industry threats

What is the greatest threat to 

the industry as a whole over 

the next 3-5 years?

Complacency is seen as the biggest threat to the wealth management industry as increased regulatory 
attention, alternative fund management models and clients demanding regular advice and better returns 
drive change within the sector.  Those wealth managers who learned from the economic downturn that in 
preparing for the worst case scenario, by creating efficient operating models and strong propositions, will be 
those who best cope with the pace of change and are most prosperous when the times are good.

 Social Media 14%

 Next generation/Inherited wealth 23%

 New asset classes 16%

  Operational efficiency through technology 46%

  Other (please specify) 1%

 Regulation 25%

 Competition 9%

 ‘Fee free’ management 18%

  Complacency 48%

  Other (please specify) 0%
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What is impacting most 

positively on the wealth 

management industry?

What is impacting most 

negatively on the wealth 

management industry?

The raft of regulations imposed on the industry in recent years, much of which has been driven by Europe 
and is viewed by wealth managers as the greatest threat to their future prosperity, is an ongoing burden that 
68% perceive to have had a negative impact. The requirement to offer clean asset classes has also proved 
problematic, leading 8% of wealth managers to cite fund pricing as challenging.

Factors having a positive impact

The negative factors

More than half (52%) of wealth managers perceive that the improving economic climate is already having a 
beneficial effect on the industry. One in four claim new technology is benefiting the sector, a trend Equiniti 
believes will continue to increase.  While just 2% believe social media is having an impact, we are seeing 
online forums increasingly used by investors to gauge the opinion of other investors, seek support and, very 
importantly, to air their grievances.

 Economic climate 52%

 Pension reforms 12%

 New technology 25%

 Regulation 9%

  Social Media 2%

  Other (please specify) 0%

 Regulation 68%

 Competition 11%

 ‘Fee free’ management 8%

  Complacency 9%

  Other (please specify) 4%
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How well is the industry adjusting to changing regulation?

How well is the industry supported?

How well do you think the 

industry as a whole is adapting 

to regulatory change?

Regulation has dominated the wealth management industry in recent years, but only three in ten wealth 
managers believe the sector is adapting ‘quite well’ or ‘very well’ to the changes. Instead, the majority (49%) 
believe the industry has been only ‘satisfactorily’ in its implementation of and adaptation to the new regulatory 
environment.

Note: other respondents found it difficult to assess the situation.

Three in ten wealth managers believe the industry has been poorly supported during the period when it 
has been forced to rapidly adapt to a new regulatory environment, while 39% describe the support that 
was available as merely ‘satisfactorily’. It is a mixed response, however, as 31% believe the industry has been 
supported ‘quite’ or ‘very’ well, suggesting answers might be highly dependent on individual experience.

How well supported do you feel 

the industry as a whole has 

been during this process of 

change?

 Very well 5%

 Quite well 25%

 Satisfactorily 49%

 Not well 9%

  Very poorly 11%

  Other (please specify) 1%

 Very well 11%

 Quite well 20%

 Satisfactorily 39%

  Poorly 30%

  Other (please specify) 0%

Living with regulatory change and 
operational considerations
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Many wealth managers failed to keep pace with technological changes as the economic downturn meant 
capital investment projects were put on hold. With the rising cost of regulation, 30% of wealth managers now 
recognise that better operational systems are vital to protect their business. Three in ten believe that achieving 
scalability will improve margins and help to protect against rising operational costs. Scalability will be achievable 
through technology, something 25% of wealth managers also see as having a positive impact on the industry 
and 46% indicated was an opportunity to create operational efficiency.

What are your two highest 

priorities for protecting your 

business against increasing 

operational costs?  

Please tick only two choices.

How often do you review your 

operational systems?

Despite recognising the importance of better operational systems, 57% of wealth managers do not have 
protocols in place to conduct regular reviews to assess the viability of their existing systems. Just 29% conduct 
an annual review while 10% say reviews are carried out no more than every 3 years.

Protecting against rising costs

Operational reviews

 Better operational systems 30%

 Outsourcing non-core business functions 10%

 Removing low-margin products/services 6%

 Achieving scalability to improve margins 30%

  Focussing on key customer segments 24%

  Other (please specify) 0%

 Annually 29%

 Every two years 2%

 Every 3 years 2%

 More than every 3 years 8%

  No set frequency 57%

  Other (please specify) 2%
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When reviews do take place, it is rare that external (and therefore independent) consultants are appointed. Seven 
in ten wealth managers rely on their own operational staff while 17% depend on IT staff to assess the current 
viability of their systems.  These are not unexpected results but they come at a time when the FCA is focusing on 
governance and the need for boards to proactively challenge operational models and business practices.

Who carries out your systems 

reviews?

Do you use the same systems 

for your portfolio management 

requirements as you do for 

settlement?

  Yes 28%

  No 50%

  Don’t know 22%

With 22% unsure of whether they use the same or separate systems it raises the question about how 
well understood the operational side of the business really is at executive level. Understanding this kind of 
operational function and its implications is fundamental to achieving overall efficiencies, but it is also necessary to 
demonstrate to the FCA the board’s involvement in these crucial considerations of the business.

A question of independent reviews?

The same or different systems?

 Our own operational staff 70%

 Our own IT staff 17%

 External consultants 6%

  No one 4%

  Other (please specify) 3%
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One in four trades cost, on average, in excess of £20 to settle while 40% cost less than £5.Wealth managers 
claim they are focussed on costs and operational efficiencies however the huge variances between these 
average settlement costs demonstrate the potential competitive advantage for those who tackle these issues. 

Note:  The other category response was comprised of those not willing to disclose the amounts.

How much does it cost, on 

average, to settle a trade at 

your company?

Do you know how much it 

actually costs to settle  

a transaction?

  Yes 37%

  No 63%

Even though 62% of wealth managers cite rising operational costs as the biggest threat to their business, just 
37% know the actual costs involved in settling a transaction. Our experience suggests it is because wealth 
managers struggle to separate out specific costs sufficiently to be able to drill down to this level of detail.  
However, to derive true efficiencies and manage cost effectively it is imperative they be able to do so. 

Understanding costs

Settlement costs and their variance

 Less than £5 40%

 £6 to £8 0%

 £9 to £11 13%

 £12 to £15 13%

  £16 to £20 8%

  Over £20 25%

  Other (please specify) 1%
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Almost six in ten wealth managers (59%) believe that firms will seek to outsource some or all of their post trade 
processing within the next five years, while 38% believe large firms will never seek an outsourcing solution.  We 
believe that ready adoption of outsourcing will take a further three to five years to reach its full potential.

Note: other respondents were unsure, said it was dependent on other factors and that it could be a combination 
of scenarios.

Looking at investment 

businesses generally, what 

do you think will happen for 

the majority of post trade 

processing in the next 5 years?

The future of outsourcing

  All firms will be looking to outsource some  
 or all of their processing requirements. 59%

  Large firms will keep their own operations 
 departments and never outsource any  
 aspects to third parties. 38%

 Other (please specify) 3%
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Almost three quarters of wealth managers (72%) say most of their clients are ‘very happy’ with the service 
they provide while 14% claim all their clients are ‘extremely happy’. While this directly matches with the views 
of investors – 86% claim they are ‘very happy’ or ‘extremely happy’ (see page 28) – wealth managers should 
remember that they perceive complacency as the biggest threat to their future and cannot afford to rest on 
their laurels. 

Generally speaking, what do 

your clients think of the service 

you provide? (not the level of 

investment advice)

Understanding clients’ priorities

Wealth managers believe that investors’ decisions and strategies are primarily driven by a desire for income 
(28%) and increased life expectancy (29%). But wealth managers are perhaps too dismissive of the impact 
of pension reforms. Just 4% see these as a major factor in investment decisions, while 11% (see page 23) of 
investors say these are influencing their decisions.

Note: Other responses were that it was dependent on individual circumstances, entrepreneurs needing 
solutions for created wealth, risk appetite and capital requirements.

Drivers behind investment choices

Which two factors most 

influence investors’ investment 

decisions and strategies?  

Please tick only two choices

 Increased life expectancy 29%

 Pension reforms 4%

 Longer dependancy of children 9%

 Digital technology 15%

  Fees 13%

 Desire for income 28%

  Other (please specify) 2%

Are the clients happy?

 All of our clients are extremely happy 14%

 Most of our clients are very happy 72%

 We have some clients who are  
 currently unhappy 9%

  We need to reduce the number of complaints 5%

  Other (please specify) 0%



18

What is the most likely cause of 

client complaints?

Operational inefficiencies are the most likely cause of customer complaints (41%). While this vindicates 
those 56% of wealth managers who agreed operational inefficiencies needed to be tackled, a disconnect still 
exists: investors now have zero tolerance for mistakes or delays with many simply not understanding why 
operational issues even arise.  Price will always be a sensitive point but will become less so as firms focus on 
creating brand value. 

Note: other responses can be summarised as poor performance of some underlying  asset classes, no 
complaints received, UCIS related items, and complaints encouraged by IFAs.

What makes clients unhappy

 Delays caused by business volumes 15%

 Rising fees 29%

 General operational inefficiency 41%

  Lack of access to their relationship manager 10%

  Other (please specify) 5%
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Survey methodology

800 (600 unadvised, 200 advised) investor responses were collated via an  

online questionnaire.  Responses were gathered according to whether the investor was 

currently ‘advised’ or ‘unadvised’ by a wealth manager with some responses aggregated 

where appropriate.

Introduction 
Investors are increasingly discerning about who they trust with their investments.  The wealth management 
and adviser industry has both suffered and benefited from the mistrust of banks in recent years – on the one 
hand they are tarnished with the same brush, on the other they are seen as an alternative solution.

It is still, however, proving difficult to achieve clarity with many investors around the costs and value of paying 
for advice with many choosing to go it alone using alternative sources of advice.  There is an increase in the 
amount of information available but there is also a lot of ‘noise’ and working through the information to 
ascertain quality and relevance is no easy task for an investor.

With a deepening gap between existing pension provisions and what people will need to achieve their 
aspirational lifestyles post-employment, to support children for longer than expected and potentially aged 
parents, there is more interest than ever in investment opportunities. There is also a new generation of 
investor emerging with new wealth, new knowledge and new expectations, that the market hasn’t quite 
defined a strategic approach to yet in order to realise this new market’s full potential.

Investor insight
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Investment objectives and sources of advice

Do you currently use a wealth 

manager or adviser?

Why do you choose not to use 

a wealth manager or adviser? 

Please feel free to choose 

multiple responses.

Investors - advised or unadvised?

Why investors are not choosing advice

  Yes 25%

  No 75%

Of those investors who do not currently use a wealth manager or adviser, 37% said that they sought financial 
advice elsewhere. With the volume of freely available financial information, almost one in five believe there is 
no need to pay for advice. But 29% are also deterred by their perceived cost of wealth managers. However, 
their lack of actual experience with wealth managers suggests disinformation plays a role, and that there is an 
opportunity for clarification.

From across the sample the majority, three quarters, did not pay for advice.  This may be representative 
of portfolio values but it also presents an opportunity for wealth managers to further penetrate the 
investor market.
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Have you ever used a wealth 

manager or adviser previously 

with respect to your savings 

and investments decisions?

Do you feel there is enough 

quality support and information 

available for investors who 

do not wish to use a wealth 

manager of adviser?

  Yes 36%

  No 64%

 Yes, there is enough 31%

 Yes, there is plenty of available support 29% 
 and information but the quality is not  
 high enough

 No, there is not enough available support 16% 
 and information but what is available is  
 high quality

  No, there is not enough 24%

While 64% of investors have adopted a ‘do-it-yourself ’ approach, one in four concede there is not enough 
quality support and information available to base their decisions on.  The range of responses suggests the 
investors may be finding it hard to identify information that is both useful and relevant from the huge volume 
that is available.

Over a third of investors have made the decision to go it alone after having experience of a wealth manager 
or adviser’s service.  It is not entirely clear the reason for this decision but investors indicate elsewhere in the 
survey responses (see previous and next pages) that the availability of quality information elsewhere and costs 
of the service may be a factor.

Is there previous experience of advice? 
(unadvised investor responses)

How do unadvised investors rate the quality of support and 
information available to them? (unadvised investor responses)
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Influencers on investment choices
(includes advised and unadvised investor responses)

Sources of advice
(includes advised and unadvised investor responses) 

Where are you most likely 

to seek advice for deriving 

income from investments and 

savings?

 Bank 8%

 Wealth manager 5%

 Independent Financial Adviser 28%

  Online services 27%

  Media - online and print 32%

Almost six in ten investors seek advice on their investments from either the media or online sources, 
which is consistent with previous Equiniti research and wider population trends. Just 28% would seek out 
an Independent Financial Adviser, while 8% would rather talk to their bank than a wealth manager (5%). 
This suggests there is an opportunity for wealth managers to better explain their role and the value of their 
bespoke advice.

Note: 9% of respondents chose only one factor.

The desire for income is the biggest factor influencing investors’ decisions, while the expectation of a longer 
life and recent pension reforms, including a rise in the state pension age, also play a role. Just 12% of investors 
cite wealth management fees as a factor in their stategies, however, 32% of unadvised investors said cost was a 
reason for not using a wealth manager or adviser.

What two factors most 

influence your investment 

decisions and strategy?
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Generally, do you feel wealth 

managers’ and advisers’ fee 

structures are clear and easy 

to understand?

Has the Retail Distribution 

Review (RDR) helped to clarify 

wealth managers’ and advisers’ 

fee structures?

 Yes 17%

 Somewhat 29%

 No, not at all 16%

  I am not familiar with their fee structures 38%

 Yes 11%

 Somewhat 26%

 No, not at all 8%

  I am not familiar with what RDR is 55%

Understanding wealth managers’ pricing  
and the impact of the RDR

Understanding fee structures
(includes advised and unadvised investor responses)

The success of the RDR on fee transparency
(includes advised and unadvised investor responses)

While investors cite charges as a reason for not using wealth managers, almost four in ten (38%) admit they 
are unfamiliar with their fee structures.  Almost the same number of respondents say that fees are clear and 
easy to understand (17%) as those who don’t (16%).

Previous Equiniti research indicated that levels of awareness of the Retail Distribution Review were lower  
12 months ago but still more than half (55%) are unfamiliar with it.  
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Generally, do you feel wealth 

managers’ and advisers’ fee 

structures are clear and easy 

to understand?

 Yes 46%

 Somewhat 46%

 No, not at all 4%

  I am not familiar with their fee structures 4%

Understanding fee structures
(advised investor responses)

The success of the RDR on fee transparency
(advised investor responses)

Somewhat alarmingly, 50% of investors receiving advice still don’t feel the fee structures are truly transparent.  
And, surprisingly 4% say they are not familiar with them at all.

Has the Retail Distribution 

Review (RDR) helped to clarify 

wealth managers’ and advisers’ 

fee structures?

 Yes 25%

 Somewhat 32%

 No, not at all 8%

  I am not familiar with what RDR is 35%

One quarter of those investors who use wealth managers or advisers believe that the Retail Distribution 
Review has helped to clarify their fee structures, while 8% believe it has not played a role. However, 35% are 
unfamiliar with the Retail Distribution Review, suggesting they have seen minimal changes, or that they have 
seen changes to fee structures but are unaware of what instigated them.
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Generally, do you feel wealth 

managers’ and advisers’ fee 

structures are clear and easy 

to understand?

Has the Retail Distribution 

review (RDR) helped to clarify 

wealth managers’ and advisers’ 

fee structures?

 Yes 7%

 Somewhat 24%

 No, not at all 20%

  I am not familiar with their fee structures 49%

 Yes 6%

 Somewhat 24%

 No, not at all 8%

  I am not familiar with what RDR is 62%

Understanding fee structures
(unadvised investor responses)

The success of the RDR on fee transparency
(unadvised investor responses)

While it may be logical that unadvised investors are less aware of the RDR, given the cost of the service does 
not apply, however, it does also suggest a missed opportunity to better inform the 32% of investors citing cost as 
reason for not using an adviser.

Almost half of those investors (49%) who do not use wealth managers are unfamiliar with their fee structures, 
while 24% believe they are ‘somewhat’ clear and easy to understand and 20% say not at all.  This indicates wealth 
managers may need to do more to capture new clients wary about the likely costs of the service.
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How effectively does your 

wealth manager or adviser 

communicate with you?

How do you prefer to receive 

communications from your 

wealth manager or adviser?

 Very well 49%

 Quite well 32%

 Average 16%

  Poorly 3%

 Traditional print 28%

 Email 55%

 Website 1%

  Mobile device application 0%

  Phonecall 16%

How well are wealth managers communicating?

Investor communication preferences

Communication and service

Email is the preferred communications channel for investors although 16% are keen to receive a phone call. 
Surprisingly, despite the rising number of investment apps, investors do not want to receive communications 
via a mobile device. This appears at odds with the rise of mobile commerce within the UK, and the growing 
importance of mobile technology in everyday lives. Indeed it does not reflect the feedback we have received 
in our own customer surveys. Equiniti would suggest that perhaps the option was not clearly understood.

More than eight in ten investors (81%) believe that their wealth manager or adviser is getting it right when it 
comes to communication with more than 3% citing a poor service.  This is good news on the whole, if wealth 
managers and advisers can uses this expertise to reach more of those investors, as yet unadvised, they have a 
great opportunity to increase their market penetration.
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What are the two most 

important aspects of your 

wealth managers’ or advisers’ 

service?
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23%

Returns

25%

Fees

9%

Advice

34%

Note: 9% of respondents only chose one of the options listed.

While 32% of those investors who do not use a wealth manager or adviser cite fees as the major deterrent, 
fees play a lesser role for those already using their services. Just over a third of investors (34%) who use 
wealth managers or advisers put the advice they receive in their top two priorities.  Interestingly returns 
(25%) are only just marginally higher than communication (23%).  Wealth managers would do well to better 
communicate their offering to those investors deterred by misconceptions about fees.

Almost nine in ten investors (89%) are extremely or mostly very happy with the quality of the service 
provided by their wealth manager, with just 2% having some complaints.  This suggests that wealth managers 
are highly adept at managing customer relationships. It is good to note though that 48% of wealth managers 
identified that complacency was a threat to the industry as a whole.

Generally speaking, what do 

you think of the service your 

wealth manager provides? (not 

the level of investment advice)

 I am extremely happy 31%

 I am mostly very happy 58%

 I am occasionally unhappy 9%

  I have some complaints 2%

The service priorities

The clients’ view of service
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Are you aware of how your 

wealth manager or adviser 

holds and maintains your data?

How concerned are you with 

the way your wealth manager 

or adviser holds and maintains 

your data?

 Yes 70%

 No 30%

 Very 7%

 Quite concerned 13%

 Not very 49%

  Not at all 31%

Investors’ awareness of data security 

Investors’ interest in data security

The importance of data security  
and cost management

Seven in ten investors claim that they understand how wealth managers hold and manage their personal 
data. Despite a series of highly publicised computer glitches and data breaches within the financial services 
industry, eight in ten investors appear unconcerned about the security of their data or how it is maintained 
and managed by their wealth manager or adviser.

While 70% of investors say they are aware of how their data is stored, Equiniti would challenge the depth of 
this knowledge.  Given recent data security breaches we foresee this rising on the agenda of investors.
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Do you consider how your 

wealth manager or adviser 

manages their internal costs 

and the impact that has on your 

returns?

How well do you feel your 

wealth manager or adviser 

manages their internal costs?

 Yes 37%

 No 22%

 Somewhat 41%

 Very well 17%

 Well enough 50%

 Not well 4%

  I don’t know 29%

While wealth managers concede that there is a need to tackle operational efficiencies, these concerns have 
not fed through to investors. Almost one in four (22%) never consider how their wealth manager or adviser 
manages internal costs, which ultimately impacts their returns – something  which they admit is a major 
reason for using such services. This ambivalence means that half of investors feel that internal costs is managed 
‘well enough’ while 29% admit they have no opinion.

78% of investors say they consider the internal costs of their wealth manager or adviser but again Equiniti 
would challenge how much they prioritise this as a result of limited understanding of the implications of cost 
management on their returns.

The importance of cost management to the client

Investor sentiment towards cost management
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Industry views
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Averting the consumer finance crisis

There may have been a few wealth managers who considered a change in career when, in the wake of the 
changes announced in the last Budget, it was suggested that people would splash their retirement pot on a 
Lamborghini instead.

A more reasoned argument is that those who have saved and invested diligently throughout their working 
lives are much more likely to use the new financial freedoms to plan their retirement responsibly.

But the remark highlighted that in the UK, despite all the talk about austerity measures and living within our 
means, the lure of purchasing a ‘big ticket item’ remains.  A recent report by TISA drew similar conclusions. 
Published by TISA’s pan-industry The Savings & Investments Policy project (TSIP) this initial review into the 
challenges consumers face found that the UK is heading towards a consumer finance crisis – unless attitudes 
towards spending and saving change.

The review highlighted that UK consumers are not only failing to save enough for day-to-day needs, but that 
we will reach a tipping point in 2035 when those entering retirement will be increasingly less well off than 
earlier generations. 

TISA and 21 leading pan industry firms established TSIP – now supported by 50 organisations including 
representation from wealth managers – to develop strategic proposals for a savings and investments policy to 
improve the financial wellbeing of consumers. At its core is the need for people to take personal responsibility 
for their finances and to save enough money to create financial wellbeing at all stages of their lives.

For some, the high cost of living and low income levels make saving difficult. TSIP’s review found that 30% 
of UK households have no savings at all and a further 20% have less than £1500 to cope with an expected 
event without going into debt. Worryingly, 25% of households would not be able to pay a monthly mortgage 
payment increase of £250.

Yet, as a nation, we continue to spend. High levels of consumption and easy access to cheap credit resulted 
in an increase in unsecured debt from £50bn in 1993 to £158bn in 2013. Each successive generation has 
increased spending in line with earnings and reduced relative savings levels.

This is compounded by the need to provide for increasing longevity, with consumers born after 1980 having 
2 years in work for every 1 in retirement – down from 3 to 1 just 50 years ago. Consequently the baby 
boomers are likely to be the last generation to enjoy financial security during the whole of their lifetime. 
Younger generations will probably need to save twice as much as their parents did to ensure a comfortable 
retirement and meet the cost of long-term care.

The reaction to the Budget announcement was instructive as it first brought about an overwhelmingly positive 
response, but then highlighted the level of confusion people have about the best ways to save for the long 
term.  TSIP is recognition that we have a once-in-a-generation opportunity to change consumers’ attitudes by 
developing long-term policies whereby the benefits of saving and investing outweigh the urge to spend. We 
need to act now if we are to avert the looming consumer finance crisis.

Carol Knight
Operations Director, TISA

UK consumers are failing to 

save enough for day to day 

needs, we will reach a tipping 

point in 2035 

30% of UK households have no 

savings at all

Baby boomers are likely to be 

the last generation to enjoy 

financial stability
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Tackling the regulatory landscape at home 
and abroad

In an industry that manages the wealth of more than 4 million investors across the UK, it is crucial that we 
identify current and future regulatory risks for our member firms and ordinary consumers. Last year, the 
Financial Conduct Authority launched a new wealth management unit to oversee our sector, something that 
we welcome in the UK. However, for the WMA and many other trade organisations, keeping an eye on the 
home front is one thing, but having one eye on Europe creates an entirely different issue.

In an ideal world we would like to spend time helping the government devise policies that encourage people 
to save and invest for the long-term. In reality, we spend a great deal of time arguing why some policies 
emanating from Europe, supposedly designed to work for the wider benefit, actually have a negative impact 
on our member firms and the UK’s investment culture. 

Part of the issue identified by the hefty Euro-barometer study in 2012 showed there were significant 
differences between the retail financial services cultures of member states. If you look back at the Financial 
Services Action Plan of 1999, while it did commit the EU to promoting open and secure retail markets, 
nowhere did it call for a single market, or a single rulebook for retail financial services.

For example, recent arguments over the Packaged Retail and Insurance-Based Investment Products (PRIIPS)  
(a Regulation related to the MiFID Directive) showed why we as an industry must remain vigilant. Our 
industry requires access to the global financial markets in order to build and manage investment portfolios on 
behalf of their clients. Therefore this activity is neither entirely wholesale nor entirely retail. Implementing rules 
designed for a wholesale financial market would have affected our industry adversely. It could have indeed 
rendered the UK’s entire share trading infrastructure unworkable.

Thanks to our lobbying we successfully ensured that UK investors continue to be able to trade freely as they 
did before in areas such as investment trusts and are not stifled by overreaching legislation. It shows that we 
can get changes in Europe and common sense does prevail, however, with a new European Parliament and 
Commission on the horizon, we need to ensure we are prepared for any new pieces of legislation that could 
have adverse ramifications on our industry.

In the UK, the cost of regulation remains a significant issue. The regulatory reform in the wealth management 
sector is producing ever-larger mountains of paper. Despite not being an agent in the banking scandals, the 
amount of new legislation adds further compliance burdens on firms both small and large. A recent study from 
KPMG estimated that regulation consumes 10-20 per cent of turnover in the wealth management industry. It is 
difficult to envisage the Government allowing such a state of affairs in any other industry. The recent levy increase 
by the Financial Services Compensation Scheme on our industry highlights part of the inherent unfairness. While 
we firmly support consumer protection, a substantial chunk of this money, £47million, is earmarked against 
Catalyst Investment Group, a firm that never paid a penny into the scheme. The FCA urgently needs to redress 
the FSCS funding model if it wishes to maintain the support of the community.

Finally, I move on to cyber security. The WMA holds a yearly financial crime conference and increasingly it is 
becoming more significant for our firms. Investors are losing around £200m each year to boiler room fraudsters, 
who often replicate websites to entice unsuspecting customers, at an average loss of £20,000 per person caught 
out by these scams. This only highlights why ordinary investors as well as our firms must keep on their toes at all 
times. Many of these scams stem from ‘cold calling’, a practice banned in the UK. It is not however banned across 
the whole of the EU, which illustrates a key difference in approach to retail investment services and shows why 
our work for a better regulatory environment continues at home and abroad. 

As I conclude my tenure as CEO of the WMA I think much has been achieved but the role of the organisation 
and its importance continues to grow.  I am confident the WMA will further develop and go on successfully 
representing the best interests of wealth managers on both the domestic and international stages.

Dr Tim May
Chief Executive Officer, WMA
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Equiniti recently hosted a breakfast roundtable at which Robert Taylor, Head of Private Banking and Wealth 
Management at the FCA, was the guest speaker.

Robert was refreshingly candid and pragmatic with a clear, and dare it be said sympathetic, appreciation of the 
challenges that regulation poses to the industry.  He was, however, steadfast in his view of what is required, 
both of the FCA and the industry. 

To paraphrase his words, the FCA focus going forward will be ensuring that, from the top down, financial 
businesses are being run properly, that board members have a vested interest in the decisions being made and 
that they have their key stakeholders, not just profitability at the forefront of their mind.

So what from the FCA’s perspective does  ‘good’ governance look like for an effective board?  It is about the 
board of regulated firms demonstrating their capability to provide informed rather than passive challenge; 
objective independence; understanding of and challenge to the firm’s strategy, business priorities, business 
model and complexity. And when things go wrong, effective problem resolution (leveraging internal and 
external review assessments).  It is also about ensuring they remain very alert to the industry sector they 
operate in. 

AML and PEP verification is a key priority for the FCA. London is seen as the centre of professionalism in 
asset and wealth management and the FCA sees part of its role as ensuring this is sustained, protected if you 
will.  It also feels the industry needs to be more alert to KYC requirements – how well do firms really know 
their customers?

Robert also touched on the extent that the RDR has been successful.  From our own research we can see 
there is still work to be done (40% of advised investors felt the RDR had made no progress or just some in 
terms of clarifying fee structures).  Wealth managers need to be highly vigilant about such disclosure and how 
it is presented to customers to ensure transparency rather than surprises prevail.  At present clients appear  
to know very little about what goes on behind the scenes but our findings shows the need to manage costs 
well and keep clients informed (88% of investors consider how costs impact their returns); the risk ultimately 
being that clients will move to another provider who addresses this more effectively and communicates that 
more clearly.

As a provider of outsourced administration services and operating platforms it was pleasing to hear that 
the FCA is aware of the need to keep up with the fast evolving area of operating platforms and technology. 
Clients increasingly want instant and simple 24/7 access to both their assets as well as near-constant 
contact with their advisers together with the introduction of new products and services.  That means timely 
investment in operating platforms to ensure service resilience.   As with wealth managers, Equiniti needs 
to be able to respond to this demand but we must have clear parameters from the FCA to do so in a 
sustainable way. 

It seems the FCA has a new way of looking at life and I, for one, think that although we all contend with 
change coming from both the home front and Europe, things are headed in the right direction. 

Regulation should not be a book of rules with a tick box checklist to ensure compliance.  The aim of firms, 
Equiniti included, should be to find an acceptable balance between clients, staff and shareholders, without 
detrimentally compromising any key stakeholder group; and, in doing this, be able to achieve and demonstrate 
compliance with the Regulatory guide book whilst also showing that we are learning organisations.

Listening to Robert was enlightening and a pleasure.  I think we can be hopeful for the regulatory future, and 
that it will help enable the industry as a whole rather than hinder.  Knowing what our regulator expects of us 
is key to how we evolve as responsible firms.

Regulation, the regulator’s view

Gavin Downs
Director of Compliance  
and Risk, Equiniti
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