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Analysis and Research procedures
Description of the procedure to be carried out

To follow the process below whenever any recommendation is to be made to a client.
Individuals who are required to carry out this procedure

All advisers

Individuals responsible for ensuring that this procedure is carried out
SMF16
Circumstances under which procedure must be carried out

Whenever a recommendation is to be made to a client (this includes scheduled reviews to ensure continued suitability of the product(s) for the client).

Arrangements for monitoring

All KYC, research into existing arrangements and research into potential replacements or new business should be retained in the client file to enable random audit. Also, evidence of confirmatory research to be retained to provide evidence of ongoing suitability.
	
	ANALYSIS

	1.
	From the information and priorities identified in the fact find, produce an analysis of the client’s needs. Care should be taken to identify any existing or likely vulnerabilities.
It is a regulatory requirement to balance a client’s WANTS with NEEDS (i.e. neither can, nor should, be ignored).

These will be based on the identified objectives, and should wherever possible incorporate a financial prerogative.

The extent of the research will depend on the client’s agenda and the adviser’s judgement. Use of calculators, analysis tools and Excel to document the analysis and establish the basis for the advice is encouraged and should be retained on the client file.

Where planning for quantifiable events, set the standard assumptions for growth, interest rates, inflation and tax rates as laid down by the firm and taking into account the client’s risk profile. Run detailed calculations, as appropriate to the advice, of:

· requirement for personal, business or debt protection covers

· savings requirements

· potential inheritance tax liabilities

· pension benefits, shortfall and contribution requirements

· income drawdown

For company directors, obtain a copy of the company accounts to verify shareholdings and provide further background information.

Contact the client for any missing information and record this on the fact find.



	2.
	Any telephone instructions or discussions with external advisers (e.g. tax or trust advisers) must be recorded and dated on a standard file note to be kept on the client file. 

Recommendations from such advisers that are to be incorporated into the advice must be requested in writing from the adviser and kept on the client file.

The firm recognises it cannot act on 3rd party instructions without confirmation from clients, which should be in writing. Further, and importantly, the firm recognises the importance of serving the client’s best interests, and so where these are not best served by third party instructions, advisers must set this out in writing, and agree a final decision with the client. This may from time-to-time lead to transactions being voided or concluded on an insistent client basis.



	
	RESEARCH

	3.
	Use relevant product research to search the market for the most suitable product and provider for the client (this applies in the main to protection, as the firm uses a centralised investment proposition whereby most investment-based products are researched centrally and used across the board, unless those products are not suitable for the particular client’s circumstances).

Products should be selected taking into account client’s circumstances, needs analysis and risk profile as identified in the fact find. Ensure that any obvious alternatives to the product selected are fully researched and documented. Print the research and file on the client’s product file. 



	
	Advice area
	Research tool / procedure

	
	Investment & pension
	As per Centralised Investment Proposition (CIP)

	
	Protection
	Use the Exchange and print comparison page, or obtain 3 quotations from different providers. 

	
	Onshore / Offshore bonds
	Use proprietary research tools – key sift criteria to include availability of appropriate trusts, jurisdiction, access to funds

	
	Structured products
	Use clear sift criteria including liquidity, counterparty and default risk, as well as complexity.



	
	VCTs / EISs etc
	A* + internal sift criteria including use of clear sift criteria including liquidity, counterparty and default risk, as well as complexity.



	
	When selecting an investment / pension product, where this is not as per the CIP, print evidence of why it is considered suitable for the client’s needs and add to the client file.

High-risk products / funds / advice requires enhanced due diligence and sign off by the compliance officer. For avoidance of doubt, we view the following as high-risk business

· Non mainstream pooled investments (non exhaustively includes UCIS, single asset funds, life settlements)

· Occupational pension transfers

· EISs and VCTs

· SCARPS




NB – If it is not possible to use a research engine for the recommendation, use a Research Template and confirm Why Product, Why Provider, Why Fund and Why Alternatives Discounted. 

	
	Research - Existing Holdings and Replacements

	1.
	Use the standard letter template to request information on existing holdings from product providers and send with a copy of the signed authority from the client. 



	2.
	If you are recommending the replacement of an existing protection product:

· Check guaranteed insurability options

· Determine the implications for any trusts attaching to the policy

· Find out if there are any cancellation penalties

· Record the reason for the replacement of the policy e.g.

· Lower cost for the same cover

· Additional benefits for the same cost

· Anticipated improvement in underwriting terms



	3.
	If you are recommending the replacement of an existing investment plan:

· Find out the current value and current encashment/surrender value

· Find out what funds are available within the existing contract and consider whether switching within the existing contract is an option

· Check for special options and features in the existing contract that are more advantageous than those available under a new contract

· Determine how the replacement will be transacted, i.e. whether the holdings will have to be liquidated or can be transferred in specie as permitted by the terms & conditions

· List the exit charges and any other costs associated with the transfer or cancellation

· Calculate any CGT liability on encashment/surrender

· Compare the charges under the existing contract and the replacement contract

· Record why a replacement is being recommended, including any disadvantages



	4.
	If you are recommending personal pension/retirement annuity transfers:

· Request a projection from the existing provider to retirement and the current transfer value 

· List the exit charges or any penalties incurred in transferring 

· Check for special options and features in the existing contract that are more advantageous than those available under a new contract. In particular, check for any guaranteed annuity rates.

· Find out what funds are available within the existing contract and consider whether switching within the existing contract is an option

· Obtain a KFI for the new contract, and compare with the projections and charges on the existing contract

· Record why a transfer is being recommended, including any disadvantages

Where the existing plan is a With Profits contract, do not replace on the basis of reversionary bonus history, instead consider

· Relevant PPFMs

· Cumulative growth of the total value of the plan over 1, 3 qnd 5 years

Retain all this research on the client file.

Ensure the ongoing compliance checklist is updated to include the relevant replacement policy details.
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