FSA factsheet

Improving the quality of your advice process —
Post-sale
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This fact sheet is for you if:

® you provide financial advice to retail clients
(known as ‘private customers’ under the old Conduct of Business rules).

This is the seventh and last of a series of factsheets that we are publishing. The factsheets focus
on the different areas of the advice process, that we reviewed in the firms visited and mystery
shopped during the quality of advice processes II project. We published the detailed findings of
the project on our small firms website. In addition to this factsheet, we have published six others,
one focusing on: quality of advisers, impartiality of advisers, assessment of customer needs,
recommendations (including research), communication and management information/systems and
controls. All of these factsheets highlight examples of good and poor practice.

The examples outlined below are designed to help you consider your own processes for offering
and conducting regular reviews of your customers. There may be other ways of achieving the same
outcomes and complying with our rules and principles. You should consider the relevance of these
examples to your business, as you may choose an alternative approach.

Review of your customers

It is important that your firm considers whether your customers will benefit from regular reviews.
This is to ensure that the recommendation you made to a customer remains suitable, to consider
other needs that may arise as a result of a change in that customer’s circumstances, market
conditions and if new products have become available. This could also reduce the risk of future
complaints against your firm.

When offering regular reviews, you should consider:

e whether your firm’s systems and management information allow you to proactively identify
customers that would benefit from a review;

e the frequency of the reviews offered to customers, taking into account the product(s)
recommended; and

e what information you need from your customers in deciding the levels of service that your firm
wishes to offer.
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Improving the quality of your advice process - Post-sale

Examples of good practice

e Firm A’s terms of business stated that it would not automatically provide a review service to
customers, but instead the firm agreed individually with customers the frequency of the reviews,
depending on the size and nature of the investments. The firm used its back office system to
proactively monitor when reviews were due and highlighted the need for a reqular review and
that the customer was also responsible for ensuring that it happened in the suitability letter.

e FEach adviser at Firm B had a dedicated customer review administrator who ensured that each
customer received reviews at the intervals agreed with the adviser. Customers were categorised
to determine how often they received reviews, i.e. A - every 6 months, B - every 12 months,

C - every 18 months. The cost for each level of review was agreed at outset. Customers were
able to change the frequency of their reviews depending on any changes in their needs and
circumstances. Firm B could also proactively identify and contact customers if there was a need
to review the customer sooner because of any changes in market conditions.

Examples of poor practice

e When issuing post-sale questionnaires, Firm C did not test whether the customer understood
the advice they had received and how that advice met their needs and objectives. Instead
the questions focused on whether the customers were ‘happy” with the service, and therefore
customers’ responses did not provide meaningful information to the firm in identifying any
changes needed in its processes, including how it determined which customers, if not all, would
benefit from regular reviews.

e Although Firm D had received numerous complaints in respect of the advice given by one
particular adviser, the firm failed to investigate whether the complaints were as a result of
shortcomings specific to the adviser. Firm D did not review the adviser’s other business to
proactively identify any other customers that might have been affected and to ensure that the
shortcomings are not repeated to prevent future complaints.

Next steps

We encourage you to familiarise yourself with all the factsheets on the FSA to ensure that your
firm has good quality of advice processes in place.

Further help

e Quality of advice processes II project report:
http://www.fsa.gov.uk/smallfirms/resources/factsheets/pdfs/igap2.pdf

e Quality of advice processes factsheets:
http://www.fsa.gov.uk/smallfirms/your_firm_type/financial/quality/index.shtml


http://www.fsa.gov.uk/smallfirms/resources/factsheets/pdfs/iqap2.pdf
http://www.fsa.gov.uk/smallfirms/your_firm_type/financial/quality/index.shtml

