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Welcome to the August Edition of Advice 

Matters 

 

 

 

Coming up next month, we will be 

looking at: 

 A guide to lending  the 

mortgage market and beyond 

 Active vs. passive 

 Your AML obligations 

 

The learning 

outcomes and the 

ApEx Standards can 

be found at            

the end of this 

edition of Advice 

Matters 

ApEx standards 

Welcome to the August edition of Advice Matters. 

I am sure the subject of Brexit is something we would all rather hear less 

musing about and definitely see more planned agreement on. However at 

FSTP we have been saying since the outcome of the referendum, to 

whomever cares to listen, the implementation of EU regulation will not 

now stop. This sentiment is echoed by the regulator in the first article in 

- The FCA Annual Report 2017/18.  

Irrespective of whether we are in or out of Europe, suitability will remain 

a constant on the UK regulators radar. Our second article gives a gentle 

reminding nudge on the key things you need to take into consideration 

when being suitably appropriate with your clients. 

The last article really does open your eyes to the shocking reality of what 

people believe about pension provision  fascinating statistics. 

Brexit deal or no deal we hope you enjoy the rest of the summer.  

All the very best  

The Advice Matters Team at FSTP 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

Suitably Appropriate 

With the FCA stating that it will undertake a suitability of advice review in 2019, based on advice 

provided in 2018, and testing the implementation of MiFID II and PRIIPs, it has never been a better 

time to review how you assess, and evidence, suitability in your interactions with clients.  

were assessed, across 656 firms 

Findings on suitability: 

• 93.1% were assessed as suitable, 4.3% as unsuitable and 2.5% as unclear 

• Two main issues were identified: 

1. Risk profiling 

2. Replacement business 

Findings on disclosure  

 

 

 Small independent firms fared worse  one-man bands were complying with the 

complied 41.8% of the time 

 That means nearly 60% fell short in this area  

 Larger firms fared better, with just under 64% coming in as acceptable 

In Tech Check we 

address aspects of 

technical knowledge 

that you need to 

keep abreast of and 

that will enable 

you to have better   

conversations with 

your clients.  

In this issue we 

focus on 

suitability. 



 Independent firms met the disclosure rules in 39.5% of cases, while restricted firms were much 

better at 75% 

What is interesting here is that overall, suitability was by and large suitable, but the area of disclosure 

really let the industry down. It was also noted that some of the reports were too long and/or too complex, 

which could make it harder for clients to make informed decisions about their financial affairs.  

So, what is it that the regulator is looking for? L  

Suitability reports 

According to COBS, there are three main things that need to be in a suitability report, these being: 

1. Demands and needs  i.e. the client objectives 

2. Why it is suitable for that individual client 

3. The possible disadvantages  i.e. the risks 

their circumstances, in words that are easy to understand, so avoiding any potential doubt.  Whilst a 

suitability report is never going to be short, they could perhaps be shorter, and certainly better structured. 

So, what does the above look like when we break it down? 

Client circumstances 

There should be no need here to repeat what the client already knows, for example, John you are 56, 

 this is just a repeat of the fact find, and the client must be wondering 

why you are stating the obvious!  However, there does of course need to be a high degree of personalised 

content, and client specific wording.  

very difficult to argue with. 

Use clear and plain language 

Quite difficult to do in the financial services industry, I hear you cry  technical language is sometimes 

unavoidable, but a d

words only add to the length of a report and can obscure some key messages. 

Reasons for the recommendation 

It is essential that the reasons why a recommendation is suitable is clearly documented, linking back to the 

specific objectives of the client, and how this meets their needs.  Relevant personal information provided 

in this section will further strengthen your recommendation and customise standard advice reasons. 

Disadvantages should be given the same prominence as the advantages  putting the client in a position to 

make a fully informed choice, and fully understand the recommendation in front of them.  As they say 

-warned if fore-a  

Risk profiles 



An essential part of any report, as this forms part of why a recommendation is suitable  the risk profile of 

 

The risks 

Of course, the risks need to be documented and explain, but how you do this 

is important.  Having a section within the report that just details all the risks 

of a particular product will not suffice  these need to be tailored to the 

they 

are relevant. 

Costs, charges and penalties 

So, the question here is do you need to detail all the costs and charges, even if these have been provided 

via other documentation, such as illustrations or key facts documentation?  If you consider this from a 

-layered.  In 

these cases it would be good practice to include a summary of the charges, maybe in table format, so this 

can be easily referenced, and perhaps compared, by the client. 

If you are dealing with replacement business, the differences in costs would be expected to be fully 

detailed.  There is no issue with the cost being higher than the original product, as long as there is a good 

 

aking it as clear as possible to your client what they 

 

The FCA has pointed out time and again in its guidance, principles, COBS and MiFID II requirements 

that you need to be able to answer the following questions in order to meet their requirements: 

 Can your clients understand your charging structure? 

 Do you disclose your initial and ongoing charges in cash terms? 

 If your charge is a percentage do you provide cash examples? 

 If you charge an hourly rate do you provide indicative examples? 

Objectives not discussed 

Limited or full advice disclosure should have been covered in your initial 

disclosure documentation and discussion, along with any specific client 

agreement.  So, is there a need to repeat this within the suitability report? A 

reference to this would provide completeness to the advice provided, but there is 

no need to fully repeat what you have already disclosed. 

If you are providing a limited advice service, then it would be important to explain 



the risks associated with this, which might prompt the client to seek full advice.  If you have highlighted 

any specific needs or objectives that have not been addressed in this round of meetings, then it would be 

prudent to include these at some stage in the report. 

Insistent clients 

position have had the consequences fully explained so they understand the implications of proceeding 

 

The regulator has stated that there must be a clear distinction between the advice that is being acted 

against and any subsequent or concurrent advice, and has suggested this might be achieved through a 

distinct, separate suitability report. 

It is important that where a personal recommendation has been provided for an insistent client, then it 

must be made clear: 

 What element of the advice is being acted against 

 That any further advice given is subsequent to the specific action requested by the insistent client 

 The risks of the alternative course of action proposed by the client and why you have not 

recommended it 

own words as to why they wish to proceed 

with a course of action that is against your recommendation. 

 

MiFID II and suitability  

And of course, no article on suitability would be complete 

without some reference to MiFID II, so here we will just touch on 

some of the main points as a reminder from a suitability 

perspective: 

 When providing investment advice or portfolio management services that involve switching 

investments, either by selling an instrument and buying another or by exercising a right to make a 

change in regard to an existing instrument, investment firms need to collect the necessary information 

benefits of the switch, to demonstrate that the benefits of switching are greater than the costs.  This 

will have impact on clients switching between DFM services. 

 Investment firms will not create any ambiguity or confusion about their responsibilities in the process 

when assessing the suitability of investment services or financial instruments. When undertaking the 

suitability assessment, the firm shall inform clients or potential clients, clearly and simply, that the 

terest.  This prevents 

 



 In the case of joint holders, firms will establish and implement policy as to who should be subject to 

the suitability assessment and how this assessment will be done in practice, including from whom 

information about knowledge and experience, financial situation and investment objectives should be 

collected and record this.  

 DFMs must now produce a suitability report at the outset of relationship with a new client and 

periodic statements of suitability. 

 DFMs must now in good time ahead of provision of the service outline the following; 

 the firm and its services 

 the financial instruments and proposed investment strategies 

 execution venues; and     

 all costs and related charges (n.b. there is a further requirement to provide clients with costs and 

charges associated with the transactions or service on a regular basis, at least annually, during the 

lifetime of the investment) 

 Quarterly valuations will need to be issued in a durable medium 

 Where a portfolio depreciates by more than 10% and thereafter multiple of 10% since the last 

valuation point, a communication must be sent to the client (or made available in a durable medium) 

no later than the end of the business day in which the threshold is exceeded. 

In conclusion 

With regulatory requirements becoming evermore burdensome, the challenge, as can be seen from the 

above, is to be able to relay all the necessary and relevant information to a client, to ensure full disclosure 

and evidence suitability of any recommendation, yet keep reports as short and as simple as possible  no 

mean feat!  


