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PETER DITCHBURN, /
INDEPENDENT FINANCIAL ADVISER :

A client recently asked me to explain the different types of financial
advice —what's the difference between restricted advice and independent?

I'd suggest that there are really three categories: single provider
restricted, multi-provider restricted, and fully independent. Over the

course of my career, I've been at firms in all three categories, moving
through them in that order.

Single provider restricted advice is given by someone representing only
that firm, who is only authorised to recommend products offered from
their employer. They are obliged to recommend the best way to use their
own products for the client's benefit, but are not obliged to inform you,
and may not know, if a better solution exists elsewhere. This is the sort of
advice | was giving very early in my career, and might come from a bank,
a building society, or an insurance company or investment provider.

When | moved on to join a national network of advisers, I'd done a few
further qualifications and was still giving restricted advice, but from

a broader panel of providers chosen by the network’s committee and
separate from my employer. This meant that there were several options
within each product category, allowing more personalised advice on
products from third parties, but still it meant that if a client needed a
solution that was not on the panel of approved providers, | wouldn't have
been able to help.

Finally, fully independent advice means that there is no prescribed list of
which providers are recommendable, which means that each case starts

with an assessment of a client’'s needs. Once the brief is understood,

we'd consider the whole market to determine the best solution based on
factors such as cost, functionality and financial security. When | moved

from restricted to independent advice, I'd already been a Chartered

Financial Planner for five years. It takes a bit more work to put a
recommendation together when you're not using a panel, but the ability to
tailor each recommendation to a client's individual needs is liberating. 99
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IS THERE A DIFFERENCE IN COST?

That will vary from one adviser-client relationship to the next, but it's clear that
some investment or pension providers who offer advice on a narrow range of
their own products would benefit if you didn't select a cheaper or better option
elsewhere.

There are quite a few costs to consider when taking advice: platform fees,
fund fees and advice fees, as well as tax and performance being important. An
independent adviser will have the maximum choice to take these into account
when building your portfolio.

From the perspective of advice fees alone, the biggest factor for my clients has
not been the difference between restricted advice and independent, it's been
driven by the size of the investment being considered. Earlier in my career, when
| was giving restricted advice with more modest experience and qualifications, |
was dealing with smaller case sizes, and there were proportionally higher fees.

As | moved into independent, more specialised advice and gained experience,
qualifications and a reputation, | was able to competently serve clients with
larger portfolios. The result was that my advice fees fell over time, and clients
who have remained with me have seen their advice costs and total costs fall as
time has passed.
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DOES INDEPENDENT ADVICE MEAN THAT MY
PORTFOLIO IS UNIQUE TO ME?

It can, but it doesn't have to. You'd imagine that people using the same adviser, with similar
circumstances, preferences and goals, would receive similar advice. It's normal for advisers to
have a preference for (or objection to) certain providers based on their own experience of service,
technology, ease of use, quality of reporting etc.

It's also sometimes the case that an adviser can negotiate preferential terms (usually lower costs) for
their clients with some providers, which can mean those providers feature more prominently in their
recommendations.

APPOINTED REPRESENTATIVES (ARS)

Both Independent and Restricted firms may choose to use the services of adviser “networks”,
which means that they share services with other advice firms in that network which could include
compliance, administration, IT, business insurance and FCA (Financial Conduct Authority) reporting.

If an advice firm is a network member, they are known as an “appointed representative” of the
network, as use of the centralised compliance function makes the network responsible (to the FCA
and others) for the firm’s advice. Firms that don't use a network and source all these functions on
their own are known as “directly authorised.”

Networks can often use their collective bargaining power to negotiate better product costs for
clients than a directly authorised firm. Generally, advice firms can change their choice of network if
necessary, although this can be challenging administratively.

WHAT’S THE BENEFIT OF RESTRICTED ADVICE?

It seems a bit unfair for an independent financial adviser (IFA) to claim to have the answer to this,
given the purpose of the document you're reading (and the fact that it's a rhetorical question | just
wrote).

If you're considering, or using, a restricted adviser, the fair thing to do is to let them answer it! A
competent restricted adviser could still make a big difference to their client's financial wellbeing, so
the most important factor is that you like and trust your adviser with your family's financial security for
the decades to come.

A lot of restricted advisers work for bigger companies like banks or insurance companies. You
might be more comfortable with a brand name, or with the fact that if your adviser leaves or retires
you'll be allocated a new one (most IFAs have a contingency for this as well, but it may not be as
straightforward as ringing a call centre and asking who you've got now).

Restricted advice might also be faster. If an adviser has a more limited range of solutions to think
about, they can often reach a conclusion more quickly. Early in my career, | was able to complete a
fact find and a recommendation in one meeting, and the resulting paperwork in a couple of hours,
whereas now it usually takes weeks to fully research and write a new case.
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REGULATED VS UNREGULATED

A lot of advice results in a recommendation which would be regulated by the Financial Conduct
Authority (FCA), which is usually to do with financial “products” such as investment plans, pensions,
mortgages, insurance and annuities. Where an adviser recommends buying or changing such plans,
they will need to document why they did so, in a manner that the regulator (FCA) will approve of.

Some financial advisers have further abilities to help you with planning which isn't specific to
regulated financial products, or they may introduce you to third parties for this. This may include:

Cash flow modelling and budgeting

Tax planning, including some types of Inheritance Tax advice
Financial coaching and life coaching

Will writing

Advice on trusts and legal deeds

Co-ordinating with your legal and accounting professionals
Business planning

Advice on unregulated investments (rental properties, cryptocurrency, gold, art, etc)

These areas are not regulated by the FCA, so if you are offered advice on any of these areas, it is
important that you understand the extent of your adviser's qualifications, experience and insurance
coverage, and whether there is oversight from another regulator or professional body.
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MORE ABOUT
INDEPENDENT
FINANCIAL ADVICE
AT DEEP DIVE FP

You can visit deep-dive.co.uk or call 020
3882 4569 for more information and to
request a free 20-minute briefing. This
briefing will help you understand how the
process and costs would work for you if
you wanted to take personalised advice.
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READY TO TAKE
THE PLUNGE?

The support you need is only a few short
steps away. Simply give us a call or an
email or visit our website to get started.

c

020 3882 4569
info@deep-dive.co.uk

www.deep-dive.co.uk
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1 Dysart Street, Moorgate,
London EC2A 2BX

Cash flow modelling, taxation and taxation planning, Will writing and cryptocurrency are not regulated by
the Financial Conduct Authority.

Deep Dive Financial Planning Ltd is an appointed representative of 2plan Wealth Management Ltd which is
authorised and regulated by the Financial Conduct Authority. Deep Dive Financial Planning Ltd is entered
on the FCA register (www.FCA.org.uk) under no. 991603. Registered office: 1 Dysart Street, London EC2A
2BX. Registered in England and Wales Number: 14501403
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