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CONSUMERDUTY

Value for money assessments are a key
component of Consumer Duty, forming one of
the four main outcomes. However, they are only
one part of the overall requirements, and as
such need to be incorporated into the wider
research and due diligence process.

There are distinct value for money assesments
advice firms need to conduct.

1: Your own advice fees.

Do the fees you are charging your clients
represent good value for money, relative to the
services being delivered?

2: Total cost of investing.

Do the total charges the customer is paying

(including your fee) represent good value
for money?
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For the first of these, the advice firm will be ultimately responsible, both for setting the levelof fees
and for ensuring they represent good value. As a result, this value formoney assesment should form
a central part of the firm’s overall governance model, and also commercial planning. Value for
money is primarily about ensuring customers receive the best possible outeome, but commerecial
reality also needs to apply to ensure the advice firm remains profitable,

The second assessment should form part of your research’ and duediligence process, recognising
that whilst the advice firm is unlikely to have any direct responsibility. for-defining the level of fees
the customer will pay, they will be responsible for makinga stitable recommendation: Costs form
part of this suitability assessment, and need to.be incorporatedaccordingly. The materials
published by any Manufacturers you work with will help; but itwill be uptothe advice firmto

evidence they are making suitable recommendations:
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VALUE FOR MONEY FOR ADVICE FEES

previcus part of our Constimer Duty
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annual analysis of the intermediary sector, showing

KEY QUESTIONS FOR ALL FIRMS TO CONSIDER

Is the firm able to clearly demonstrate how any product or service they provide offers fair value?

Can the firm demonstrate that the costs associated with the products and services that they offer are clear to
the client?

How does the firm monitor the impact of different pricing on different clients?

In what ways does the firm review the price and value of the products and services that they provide?

Source: FCAFG 22/5 6.80

website.


https://www.copia-capital.co.uk/consumer-duty/
https://www.fca.org.uk/data/retail-intermediary-market-data-2024
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VALUE FOR MONEY - TOTAL COST OF INVESTING

The Fund Manager/Investment Manager:
The firm must assess whether their charges levied are justified in the context of the overall
value of the product.

The platform provider:

The firm must set fair value charges for using the platform.

The financial adviser:
The firm must consider if its advice charges provide fair value. In addition, they must ensure
that they recommend a proposition that is fair value for the customer.

Analyser from the lang cat
FE fundinfo: Fund Research and P lio Analysi



VALUE FOR MONEY SEGMENTS
WITH EXAMPLES

SEGMENT

Accumulators.
Saving and investing
towards retirement or
another specific
goal/lifetime event

Transition to
retirement

SUB-SEGMENT VULNERABILITY
ASSESSMENT

Employees High charges can
erode returns.

Younger cohorts can
be vulnerable to
high-risk products &
scams.

Self-employed/
business owners

Clients might prefer
face to face contact
as opposed to
technology.

ADVICE
SERVICE

Low touch, with
annual review

More frequent,
due to fluctuating
income and tax
planning needs

Holistic cashflow
planning service,
with annual review
to ensure plan
remains on track

PLATFORM
SERVICE

Cost effective “"no
frills” solution
needed

Cost effective, but
with full range of
tax wrappers

Platform needs to
offer full range of tax
wrappers and
income payment
flexibility

INVESTMENT
SERVICE

Low cost, intelligently
managed and
diversified investment
solution

Low cost, intelligently
managed and
diversified investment
solution

Investment solution
needs to balance
sustainability of
income with longer
term growth. Could
potentially combine
investment and
annuity into overall
portfolio

DISTRIBUTION
STRATEGY

Secondary target for
advice firm. Will only
take on clients
investing below £50k
if part of wider family
group

Targeting professional
connections networks
to engage business
owners

Core clients -
distribution will
mainly be focussed
on encouraging
client referrals

FOCUS FOR
ONGOING
MONITORING

Ensure these
customers are
receiving value for
money, and not
paying for
unnecessary services

Ensure tax planning
services are being
delivered in a timely
manner

Focus on long term
value for money,
linked to client age
expectancy.

Intial advice fees
fixed, based on time
&effort. 0.25% to
0.5% ongoing.

Intial advice fees
fixed, based on time
& effort. 0.40% to
0.6% ongoing.

Intial advice fees
fixed, based on time
&effort. 0.50% to

0.8% ongoing.
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MAXIMUM TOTAL
COST OF
OWNERSHIP

INVESTMENT
OUTCOME

In line with agreed
expected returns
for the relevant
investment
solution over the
agreed long-term
investment horizon

Performance in line
with agreed
expected returns for
the relevant model
portfolio over the
agreed time horizon
of 5-10 years

Performance in line
with agreed
comparator for the
relevant investment
model over the
agreed long-term
investment horizon
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FOCUS FOR
ONGOING
MONITORING

Annual review to
see if lower cost
platform services
are available

Annual review to
see if lower cost
platform services
are available

Annual review to
assess whether total
cost s still
sustainable for all
clients. Consider
capping costs for
long term clients
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