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INTRODUCTION 

Anticipation around the first findings of the FCA’s Investment Platforms Market 

Study (IPMS) reached fever pitch well before the promised due date. The 

market study is a second cousin of the Asset Management Market Study 

(AMMS), the interim report which sent shockwaves through certain sharp-

suited parts of the market and grabbed everyone’s attention. 

Could we expect more of the same? That was the hope (or dread, depending on 

where your desk is) but the reality was rather more meh. It seems that most 

platform investors are reasonably happy with life and there’s no evidence 

of industry-wide nefarious practices. As the IPMS notes, “We do not find 

sustained excess profitability in this market”. If platforms are trying to rip off 

their clients, they are doing a really bad job of it. 

But no-one takes nearly 400 pages to say ‘As you were’. Practices were 

called out that, in the regulator’s considered opinion, need to change and 

groups of investors were identified for whom the platform investment market 

is not working. 

In this paper we offer our initial views, what we consider to be some of the 

key issues, what they mean for advisers and consumers alike and what we 

think could, or should, happen next.
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DIVISIONS CAN BE A GOOD THING 

One of our first and strongest reactions to the interim report had less to do with its findings and more to do with 

its layout. For a work that places such importance on simplicity and clarity, there is an element of irony in lumping 

the advised and direct-to-consumer (D2C) markets together, making the whole thing unnecessarily complicated. 

There were more than a few occasions on which our feline brains were stretched, trying to establish which market 

was being discussed. 

While there is obvious overlap between advised and direct platforms, they are very different creatures, each with 

their unique attributes and both with a degree of complexity that merits individual discussion. 

Common ground includes custody, access to funds, trading and getting money on and off. Advised platforms tend 

to have more moving parts, with a much broader range of products and services. As well as a primary relationship 

with the adviser there is also a secondary one with the client. Direct platforms, on the other hand, are all about the 

client and how they access and experience the service. 

Most importantly, in the direct market it is the client who makes all the decisions. As the research carried out for 

the study by NMG shows, advised clients are often completely unaware as to what platform(s) they are invested 

on and, crucially, the adviser takes on the regulatory responsibility to act in their best interests. The two markets 

are fundamentally different. 

The same logic applies to the interim report: there are shared themes, but others are channel specific and the 

discussion points need careful handling to ensure clarity and avoid confusion. 

As ever, the lang cat has your back. We’ve stripped out the highlights for each market and kept them strictly to 

their separate quarters. If the FCA is reading this paper (hi!) we’d recommend that the future instalments of the 

IPMS follow our lead.
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THE D2C PART 

TAKING A DIRECT APPROACH 

Consumers who would benefit from switching can find it difficult to do so,  
and consumers who are price sensitive can find it difficult to shop around  

and choose a lower-cost platform.

The FCA’s IPMS identified five groups of consumers for whom it is concerned that competition between platforms 

is not working effectively. This, in turn, has informed seven areas for (further) feedback and proposed remedies. 

We’ll look at the impacts for advised platforms shortly, however, since the majority of these concerns and 

proposed remedies focus on the D2C market we’ll start right here.

CHOICES, CHOICES

Alongside the interim study the FCA also published a lengthy piece of consumer research, conducted on its behalf 

by NMG. Amongst other things, this research found that when choosing a platform, less than half (44%) of non-

advised customers researched multiple platforms, relying more on recommendations, brand, and #marketing to 

make their decisions. The FCA would like to improve this, especially for consumers who set out with price as their 

main priority. That the most price sensitive consumers don’t appear to be choosing the cheapest platforms to any 

greater extent than the less price sensitive suggests something is amiss. NMG made the point that price would be 

a more important differentiator for many consumers if it were clear what they were paying and easier to compare 

charging structures.

THE LANG CAT VIEW

Among the potential remedies proposed by the FCA is tackling how the various charges are disclosed and 

communicated. We’re not sure how this will work in practice as there are no proposals to change the rules 

around disclosure. The industry is still bedding in the changes brought about by MiFID II and, sensibly, the 

regulator wants to give these more time to settle and for their impact to become clearer. 

Another suggestion is exploring the ways in which third-party software such as comparison tools could 

help consumers shop around. While there are a number of tools to help consumers compare platforms, 

none have the required sophistication to generate a personal estimate of total possible costs. Nor do they 

have the brand profile to engage what are by definition unengaged consumers. This is a challenge to the 

market to show the regulator what it’s got up its collective sleeve, as it clearly wants to encourage more 

shopping around.
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SHAKING THE DUST OFF

As well as making it easier for investors to shop around, the FCA would like to make it easier for those who are 

already on a platform to move to an alternative provider if they so wish. Switching platform is not something direct 

investors undertake lightly. NMG’s research found that issues with an existing platform must be “significant and 

sustained” and that the lure of special offers is very limited when set against the perceived complexity of switching 

and the power of inertia. 

However, where direct investors have made the jump, it tends to be in pursuit of lower charges. Proposed 

improvements around cost comparisons should help here, but it’s the suggestions of enhancing the process of 

switching from platform A to platform B that have the potential to really shake things up.

THE LANG CAT VIEW

The FCA’s proposals here involve streamlining the transfer and re-registration processes (we unpack 

the detail around this in the advised section), but more noteworthy is the potential ban on any exit fees 

that may currently be in place. Exit fees are much more commonly a feature of D2C platforms than their 

advised siblings but it’s clear that the FCA doesn’t really like them wherever they may be. 

We’ll be carrying out some work over the coming weeks to assess exactly how much of a problem this 

represents for consumers, and so how much a ban would really change the current state of affairs. 

However, we’d like to flag one early concern. Would consumers understand if exit fees were banned for 

platforms, but still featured elsewhere in the market, most notably life companies? We think not, and if the 

FCA is going to look at banning exit fees it needs to grasp the nettle and look at banning them across the 

industry as a whole. 

IT’S ALL ABOUT THE MONEY

Cash holdings also come in for scrutiny amid concerns that consumers may not only be missing out on potential 

investment returns but also taking a bit of a shoeing with charges. As at June 2017 some 8.8% of D2C assets 

were being held in cash (compared to 3.8% on advised platforms). Whilst in some cases this might be a sensible 

short-term strategy, it often is nothing so calculated and the regulator is questioning whether platforms are doing 

enough to make investors aware of the long-term impact, especially where a platform charge is applied. In the 

current low interest rate environment this can often result in consumers being left in a net-negative position i.e. 

the platform charge outstrips any interest being received. 

THE LANG CAT VIEW

The FCA isn’t proposing any action at this point. Rather it will be carrying out more research to see whether 

the existing disclosure rules go far enough towards making sure that consumers are making informed 

decisions and so whether new rules or guidance might be required. It is specifically talking about CASS 

7.11.32R which states that “A firm must pay a retail client any interest earned on client money held for that 

client unless it has notified him otherwise in writing”. 

In our opinion, the problem – and so need for disclosure – goes far beyond interest retention. It’s more 

about a clear statement explaining the facts in a way that consumers can understand and make use of. 

And, call us cynical, but the fact that more than double the amount of cash is being held on platforms 

where investors are responsible for carrying out their own research and making their own decisions tells its 

own story. Anyway, we’ll be carrying out our own analysis to fully quantify the extent of this issue.
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A SUITABLE (ROLE) MODEL?

Finally, the increasing use of model portfolios by D2C clients has not escaped the FCA’s attention. Around 17% of non-

advised consumers are using the ready-made portfolios offered by a number of platforms. These tend to be younger, 

less experienced investors with less money to invest, a lower appetite for risk and less confidence. With this profile in 

mind, it’s no great surprise that the FCA is fretting over the inherent difficulties in comparing options between providers. 

This applies to both the advised and direct markets but, in our view, is much more pertinent for direct. 

Model portfolios from different providers may have similar risk-rating labels, but what lies beneath can be very 

different indeed in terms of assets and volatility. A false sense of security can arise from the, not unreasonable, 

belief that it’s a comparison of like-for-like when in actual fact it’s potentially a comparison of Nick Cave and 

Michael Bublé. And it’s becoming more of an issue as an increasing number of firms offer their own model 

portfolios; there are more options to compare and more variations on a theme. 

THE LANG CAT VIEW

Our own work on vertically integrated propositions has confirmed – to us at least – that while many of 

these portfolios behave perfectly acceptably in terms of risk and return, many are priced well above 

comparable non-integrated lines. This isn’t true in every case, but in enough to make it something that 

makes our ears go all pointy. We’re not sure additional disclosure will make much difference here – 

people are using these portfolios for ease or because they assume that if the restaurant owner eats 

here, it’s obviously fine. We wonder if some version of the old ‘better than best’ test back in the days 

of polarisation might be useful here – by all means punt your own portfolios or funds, but you have to 

prove why they’re a good choice, and that might include comparisons to similar propositions. Not likely 

to be popular, but much more effective than another 6 lines on a KIID.
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INVESTING IN GOOD ADVICE 

“ORPHANS CAN BE A PROBLEM.” MR BUMBLE, LONDON, 1837 

“So-called ‘orphan clients’ who were previously advised but no longer have any 
relationship with a financial adviser face higher charges and lower service.”

The large (and growing) community of orphan clients (400,000 with over £10bn of AUA, according to the 

regulator’s data request) was highlighted as one of the consumer groups for whom the market isn’t working. 

Platforms have long agonised over what exactly to do with orphans. Some (specifically those platforms with a D2C 

channel) see the potential for continued revenue but have broadly failed to find effective means of transitioning 

to the direct platform. Others view them as a bit of a nuisance. This is because a) the operational structure of an 

advised platform is (spoiler alert) set up to serve advisers and advised clients, b) orphans can be demanding1 and 

c) there are extra risks and protocols involved in orphans transacting, as it must be done on a self-execution basis.

This all leads to some platforms charging orphan clients an additional fee. We see this as stemming from the hope 

that said clients will either pop off to a different platform or get another adviser and become less troublesome. Either 

way, it isn’t working because too many of them do neither of these things and so are left in a sort of no client’s land. 

1. Those extra bowls of gruel can really add up.

THE ADVISED PLATFORM PART
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THE LANG CAT PLAN FOR PLATFORMS

STEP ONE: DEVELOP AN ORPHAN SERVICE. 

The regulator is consulting on whether platforms should have processes to move orphans to a more ‘appropriate’ 

offering. It could be an answer, but it’s not straightforward. Among the realities of running an adviser platform are 

that you’re going to end up with orphan clients and their numbers are going to keep increasing. 

A specific orphan proposition is an area we think is worth exploring, even as a temporary measure while 

the client explores the market more fully and weighs up their advice options. Where there is a D2C 

offering it could be built into the terms and conditions that an automatic switch will be triggered by an 

adviser being removed from the plan. A similar set-up could work for adviser-only platforms (the majority) 

with an orphan-specific service – a ‘sub-D2C’ proposition with online self-execution and specialist staff 

available to help with queries. While this would still mean an additional charge, the investor would have a 

decent level of access and service to show for it. From the platform’s perspective, once the development 

work has been completed, the cost of servicing orphans should not be any higher2 as they’d fit into a 

structured proposition.

STEP TWO: DON’T APPLY HIGHER CHARGES. 

The FCA uses the term ‘price discrimination’ and is seeking proof that orphans really do cost more to 

service. Now, most orphan clients voluntarily uncouple from their adviser and so know what they’re doing. 

And terms and conditions should be clear that charges increase at this point. However, this is evidently one 

of those small-print issues that people rarely pick up on in advance. While we agree that additional charges 

for orphans should be removed, this is arguably a red herring, as only a limited number of platforms actually 

levy such charges.

2. If indeed it really is high.
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3.  https://www.abi.org.uk/globalassets/files/publications/public/lts/2018/trig---industry-wide-framework-for-improving-transfers-and-re-registrations---final.pdf

SHOULD I STAY OR SHOULD I GO? 

“‘Switching between platforms can be difficult.’’ 

The issues highlighted in the interim report traverse D2C and advised platforms. Over on the D2C side, complexity 

and the barriers created by exit fees are the main issues. Here, different considerations come into play.

In the platform due diligence work we do for advisory firms, we have yet to come across a case where there are 

no legacy platforms in the business. It generally follows that if the answer from the due diligence process is that, 

say, platforms A and B should form the panel because they prove the best match for the client proposition(s), then 

they should also be the best fit for most existing clients. 

However, moving clients en-masse creates a burden for the business from which most firms run a mile. And for good 

reason. The fact that it’s an advice event and a full platform transfer involving various gnarly asset switching issues 

makes it inherently complex. 

Share class proliferation is, paradoxically, one of the barriers. A few basis points saved (which is what it generally 

amounts to) might be nice, but discounts are delivered via different share classes, which in turn create a barrier 

to switching. Is the gain worth the pain? Being unable to re-register say, one or two funds in a portfolio is minor in 

the scheme of things; it’s the overall cost and difficulty of moving one (or more) clients to the new primary platform 

that is driving a status quo bias for existing clients. 

The Transfers and Re-registration Industry Group (TRIG) is already working on this issue3 and we expect this work 

to be supported and accelerated by the FCA’s interest. 

TRIG proposes a standardised framework for timescales and practices. This is good but it needs to go further, with 

more service and software solutions. We appreciate these are lofty ambitions and we are realistic enough cats to 

know that nothing is going to happen overnight. 

https://www.abi.org.uk/globalassets/files/publications/public/lts/2018/trig---industry-wide-framework-for-improving-transfers-and-re-registrations---final.pdf


M S 1 7 / 1 . 2  F I R S T  R E S P O N S E 

1 0

J u l y  2 0 1 8

THE LANG CAT’S PLAN FOR PLATFORMS

DEVELOP PROCESSES THAT CENTRE ON 

SWITCHING FROM ONE MODEL PORTFOLIO 

TO ANOTHER 

COMPLETELY REMOVE OUT-OF-MARKET 

RISK 

Many advised clients are in models these days, 

making line-by-line re-registrations a barrier to 

switching. This would require industry-wide 

software development (a few platforms do 

already deal with it as a concept, so it’s not 

entirely a brave new world). 

The regulator is hinting that the ceding platform 

could be mandated to provide share-class 

conversions pre re-registration. We also think 

that receiving platforms offering SupercleanTM 

should be mandated to operate a share class 

conversion from standard clean on the way in 

(some already do). The question of whether 

SupercleanTM or unit rebates is the best way for 

the industry to operate must be a live one. 

DEAL WITH TRANSFERS ON A WHOLE-CASE 

BASIS 

PROVIDE ADDITIONAL SUPPORT TO 

ADVISERS MOVING BANKS OF CLIENTS 

This would mean the adviser simply instructing 

the receiving platform to collect the client from 

the ceding platform, rather than wrapper-by-

wrapper, line-by-line transfers (whether it be 

cash or in specie). 

This one may prove controversial. Some 

platforms do already provide paraplanning-type 

support for bulk client transfers. And this is 

a tricky area because such support could fall 

into inducement territory (which we’ll discuss 

shortly) – however, it doesn’t have to be for 

free. And of course, moving to a new platform 

would have to be evidenced as suitable for each 

individual client.

However, given the scale of AUA and clients 

ostensibly on legacy, or less suitable, venues we 

should now be looking at a market infrastructure 

more like that of group personal pensions 

(GPPs) – where bulk migrations have been the 

norm for many years.
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AN ALTERNATIVE DEFINITION OF ‘BENEFIT’ 

“In principle, advisers could choose platforms that best meet their own 
requirements rather than those that are best value for their clients.”

This is where the interim report gets interesting – and possibly contentious. It was widely known that the regulator 

had its eye on training, conferences and jollies (kidding). The problem is that platforms derive all their revenue 

from clients. So however you cut it, everything an adviser ‘gets’ from a platform is paid for by the client. These 

tools and services are detailed in the report, with the FCA categorising them according to whether it thinks they’re 

acceptable or not.

Below we summarise our thoughts across the A, B and C categories the regulator has set out. 

‘A’ is what we at the lang cat define as portfolio management tools and these pass muster, with little potential to 

act as an incentive to advisers. We have no issues with that; portfolio management tools and services are what 

platforms are for. 

‘B’ covers training and benefits for advisers, centralised investment management (CIP) management tools and 

white labelling – all of which are put on the naughty step. The FCA finds the client benefits here to be ‘unclear’ 

and argues that they could deter advisers from switching. We agree that continuous professional development 

(CPD) is an issue that needs to be looked at, but we struggle with the treatment of CIP tools, which we think 

belong in ‘A’. There’s a clear material benefit to an end client with an investment portfolio that regularly rebalances 

in line with their risk profile/tolerance, and CIP tools facilitate this. In our view, it would be a strange thing to not 

do. We also struggle with white labelling being in this category and question the degree to which a branded skin 

on adviser and client facing screens act as a deterrent from switching. 

‘C’ is what we call advice tools, towards which the paper is a bit more ambivalent. There is some potential for 

(indirect) client benefit but, as these services are usually free, some adviser benefit too. In our experience advice 

tools are slowly becoming obsolete as advisers mostly want to use independent offerings. The real way forward for 

the industry is digital connectivity across all adviser software. 

THE LANG CAT VIEW

First on the to-do list for both platforms and advisers is to check CPD and white labelling offerings against 

the relevant COBS rules and ensure that their non-monetary benefits comply. Some of it will be black and 

white and some of it will be greyer (white labelling is, we think, greyer – ironically), but the spirit of the 

regulator’s position is clear so conclusions should not be too difficult to reach. 

Taking all of this into consideration, we think the FCA is targeting a modular approach to accessing 

services. This, for example, could lead to a situation where the functions deemed as core, or with a direct 

client benefit, are paid for by client fees, with advisers paying for any additional services that benefit them. 

However, that would represent a major shift within the platform market requiring massive development 

effort. And nothing should be done without some far-reaching work to really understand what is and is 

not of direct benefit to the client. For instance, a range of other portfolio management tool types are not 

mentioned in the report at all. Overall, we can see the thinking behind the FCA’s direction of travel but are 

far from convinced that modularising services and costs is a workable solution in this market. 
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LOOKING AT THE WHOLE PICTURE 

Whilst the scope of the study is limited to advised and direct platforms, the interim report does touch on a 

couple of adjacent markets. We mentioned earlier the potential ban on exit fees and the possible knock-on 

effect on life companies should this come to pass, and the platform study also poses new questions about the 

asset management market. 

HEADING INTO THE SUNSET 

The relationships between fund groups and platforms have evolved dramatically over the last ten to fifteen years. 

Readers of a certain vintage will recall the glory days of the early noughties when the fund supermarket model saw 

fund groups paying platforms (in the form of a bundled retained rebate) to distribute their funds. The combined force 

of the sunset clause and the RDR brought this to an abrupt halt with the intention of creating a much more level 

playing field, where funds are displayed without any bias.

In the main this has come to pass, although we do have concerns with the structural bias that exists in some 

areas, preventing access to anything other than funds. However, beyond that, the role of platforms in terms of 

their relationships with fund groups has dramatically changed. Rather than securing the best terms for their own 

benefit, platforms are now expected to secure the best terms for their customers. 

DISCOUNT DILEMMAS 

So, how is this all working out? 

In short, not very well. The FCA’s IPMS found that platforms are securing an average discount on a fund’s OCF of 

8bps. Any discount the platform secures now goes direct (and solely) to the client, so it can’t be completely bad. 

However, the level of discounts is so low that we find ourselves questioning whether it’s worth the cost and hassle 

involved. Especially when you take into account that it is larger platforms, in the main, that secure these discounts 

and that it also tends to be larger platforms, in the main, that have above average charges.

We’re picking on Hargreaves Lansdown to prove this point, but it comes with the caveat that HL’s 

reputation for service is peerless, and its customers tend to be very happy indeed. Never forget that it’s 

not all about cost. 

However, if the average fund discount is 8bps, and HL’s platform price is around 20bps more expensive 

than several of its competitors, as an investor you’re better off buying the non-discounted version of the 

fund on a cheaper platform.
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In a market where, as the consumer research conducted for the IPMS found, 19% of platform investors don’t 

know whether they are paying platform charges and a further 10% don’t think they pay any charges, this becomes 

difficult to grasp and is dangerously counterintuitive. Worse still, discounts are often delivered via a supercleanTM 

shareclass which creates a potential exit barrier, with it becoming difficult to re-register to another platform. The 

ongoing legal battle between HMRC and Hargreaves Lansdown regarding whether rebate discounts should be 

taxed might help here if the good guys win, but curiously this doesn’t get a mention in the interim review.

THE LANG CAT VIEW

All in all we think this is an area that needs the industry and regulator working together to decide 

exactly what should happen next. It’s correct that someone exerts pressure on asset managers to 

reduce their charges, but we remain unconvinced that platforms are best placed to do so, especially in 

the context of vertical integration (VI). 

The theme of VI is touched on throughout the interim report but its impacts are not fully explored. In part we 

suspect this is because it would take the study into a whole new area that requires in-depth research in its 

own right, especially if you start looking at the quality of outcome being delivered. 

However, the impact of the VI model on the platform market is an important dynamic that needs to 

be considered in much more detail. Where platforms are part of a wider business that includes an 

asset manager, how reasonable or realistic is it to expect them to beat up rival fund managers to make 

competitor funds more attractive? And if this doesn’t happen, do we risk bias being introduced to the fund 

selection process? 

As well as focusing more closely and separately on the direct and advised platform markets, we think the 

FCA needs to address more fully the fact that not all platforms have the same business model. VI models 

in particular have a slightly different (and perfectly legitimate) agenda to the ‘pure’ platforms. Regulation is 

lagging behind and the time to play catch-up has arrived. 
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NEXT STEPS

FOR DIRECT INVESTORS

•  If you’re thinking about investing, don’t just settle for the first platform you happen across. Do your research, 

check out the charges, read our Guides to Direct Investing. They’re all free to download from our website and 

will give you a decent grounding in the basics.

•  If you’re sitting with a large pot of cash on a platform, ask yourself why that is. Find out how much you’re 

paying in charges, whether you receive any interest that might be earned on your money and whether you 

are, in fact, making a loss rather than a gain. 

•  If you’ve been put off switching platforms by the threat of exit charges, call your provider and haggle. If it’s 

good enough for your mobile phone or TV package, why not your investment platform? 

FOR ADVISERS

•  First priority is making sure you’re compliant with the MiFID II inducement rules. Take a cold hard look at the 

tools and services you make use of and document exactly how each one benefits your clients. Then make 

some necessary (if uncomfortable) decisions about the rest. 

•  Beware the status quo bias. Regularly review your past decisions and challenge your thinking as time passes 

– are your original conclusions still the best option? 

•  Don’t panic. If you have a robust defined platform selection process in place, then all will be well. If not, well, 

we can probably help with that. 

FOR PLATFORMS 

•  That consumers are left languishing on less suitable or more costly venues as a result of switching being (or 

appearing to be) too difficult needs to be addressed sooner and not later. 

•  It is incumbent upon the industry as a whole to work together in the interests of making moving platform 

easier. This applies to both the advised and direct markets. Technology and better processes will drive 

improvements in the future but it requires immediate attention. 

•  Don’t ignore the orphans. It’s not a chore to manage clients’ money, it’s a privilege. Adviser or not, you should 

always be acting in the investors’ best interests. 
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WHAT WAS THE QUESTION?

Despite the scale of the interim report and the depth of work that’s gone into it, two big questions that were posed 

in the original terms of reference remain unanswered:

 1.  How do platforms and similar firms compete on the price and quality of the services and products they 

offer and the products over which they have influence?

 2.  Do platform and similar firms’ investment solutions offer investors value for money?

While it makes sense to continue exploring a topic where no definitive answer has been found, we can’t help 

feeling that these big questions have been dodged to some extent. 

In particular, the FCA needs to decide exactly how it expects platforms to work with asset managers. The current 

oxymoron of expecting platforms to negotiate discounts, but not allowing them to present the funds with any sort 

of bias, simply is not working, as an average discount of 8bps proves. Something has to give.

(NOT QUITE) THE LAST WORD

This paper is just our initial reactions to a selection of topics. Just like the FCA, we’ll be going back over the 400 

pages of report and annexes, thinking deep thoughts and carrying out our own research to quantify the scale and 

impact of some of the points raised. You’ll be hearing more from us on this over the next while.

If you found this paper of use and would 
like to keep regularly informed about the 
advised platform sector, contact us about 
subscribing to our PLATFORM MARKET 
SCORECARD.

Our PLATFORM MARKET SCORECARD 
was one of the data sources that fed 
into the regulator’s interim report. It 
is designed to give platforms, asset 
managers, industry bodies, large advisory 
networks, DFMs (and more) all of the 
regular data driven insight they need  
to really know what’s going on in  
the sector.

 

You can get more information 
about how to subscribe here. 
Or contact details are  
on the pack page.

https://www.langcatfinancial.co.uk/platform-insight-package/
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