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FSA warns over rebalancing permission
breaches
Advice firms without discretionary status could breach their permissions if they use anything
other than a ‘completely mechanical’ process when rebalancing portfolios.
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Advice firms without discretionary status could breach their permissions if they use anything other

than a ‘completely mechanical’ process when rebalancing portfolios.

Rory Percival, technical specialist at the Financial Services Authority (FSA) told the Institute of

Financial Planning Paraplanner Conference that the regulator had sought legal advice on the

definition of ‘discretionary’ when portfolios were being rebalanced.

‘If you are doing rebalancing the message is in the word “discretion”. Any thought process done

without the explicit consent of the customer can only be done with discretionary permissions,’ he

said.

He said that in order to not fall foul of the rules advisers must have a set time and day for

rebalancing and that this must be stuck to.
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‘You should, at the outset agree, it will be rebalanced at a certain time and day. But it has to be very

mechanical, and you have to stick to that religiously. If you come up to a rebalancing date and just

leave it a couple of weeks or you have gone off an equity fund and chose another, if you do that you

are exerting a thought process.’

Share this story

Comments

Sam Caunt May 25, 2012, 10:43Please clarify - "He said that in order to not fall foul of the rules advisers must
have a set time and day for rebalancing and that this must be stuck to". So we write to a client

who delays his approval of the rebalancing beyond the proposed time and date. What then? Redo it? This
article / guidance is too vague.
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Fidelity buys LGIM’s £6bn Personal Investing arm in D2C drive

Fidelity has made its second D2C investment platform purchase this month after announcing a takeover of

LGIM's personal investment arm.
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Ian's Tech Travels: You can bet your house that tech has changed property
investing

Ian travels, albeit virtually, across the Monopoly board to hear how niche property platforms are de-risking

illiquid investments.
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From Zoology grad to ESG-mad, meet Matthew Douglas’s star trainee

Nick Temple McCune’s original career plans did not turn out as he had hoped, but work experience at Matthew Douglas

put him on the right path.
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