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The Financial Advice Market Review 
 

This note summarises the main points of discussion at a recent dinner hosted by New Financial with 

senior market participants and policymakers on the Financial Advice Market Review. It should not be 

treated as representing the official position of the review. 

 

 

1) Framing the advice gap(s) 

There are multiple advice gaps across different financial products and different segments of customers 

throughout their lifetimes. The Financial Advice Market Review aims to look at the advice gap from 

the point of view of consumers unable to access what they would think of as advice at a price they are 

willing to pay. A useful starting point for tackling the advice gap could be to focus on the provision of 

advice on long-term savings and investments for the 80% of households in the UK that have financial 

assets of less than £100,000 and the 80% of households that have annual income of less than £50,000.  

 

2) Managing complexity  

Financial advice is complex and needs to factor in a wide range of issues to ensure that customers do 

not end up in a worse position. It covers a wide spectrum from savings and investment, pensions in 

different pots (the average person has around £50,000 spread across 3.8 different pension pots), life 

insurance products, mortgages, and managing student or credit card debt with wild cards such as 

divorce complicating things further. For people on lower incomes, advice also has to factor in the 

potential impact of their decisions on their entitlement to benefits, tax credits and basic state pensions.  

 

3) A social good… 

There is a huge societal need for sound financial advice. Risk is shifting risk away from the 

Government balance sheet to the shoulders of individuals, requiring them to take important decisions 

about their financial future – but without necessarily equipping them with the means to do so. Many 

people are confused by an industry they do not trust talking to them in a language they do not 

understand about issues whose importance they do not fully appreciate. Bridging that gap would be a 

big step for the financial industry in rebuilding trust with the public, underlining its purpose and re-

establishing its legitimacy.  

 

4) …and a business opportunity  

Providing advice at an accessible but commercial rate to millions of people throughout their lifetime - 

even those on lower incomes – is a huge opportunity for banks, asset managers and advisers. The 

question is how to address that market in a way that meets customer needs and balances risk between 

different parties. That will require a significant rethink of existing business models, under which 

providing full advice is only economically attractive when assets reach £100,000. Incentives for 

providing that advice would have to be carefully calibrated to avoid the risk of another mis-selling 

scandal. The industry in the UK has an opportunity to set the agenda on financial advice as part of the 

EU’s own review in this area. 

 

5) Managing risk  

The big question in lowering the bar and widening access to financial advice is where the risk of that 

provision should sit, and what failure rate regulators are willing to tolerate. Regulators are not going 

to accept any solutions that end up transferring all of that risk from the industry to consumer. The idea 

that the answer to the advice gap is providing a series of simple products and safe harbour to the 

industry (without the industry sharing some risk and fulfilling clearly-defined responsibilities) is a 

non-starter: even apparently simple products can turn out to have complicated repercussions and can 

be mis-sold just as easily as more complex products.  
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6) A cultural shift  

For many people, financial advice is less a rational economic exercise than a cultural problem. Given 

the limited investment culture in the UK, the majority of people don’t have friends, family or 

colleagues who have paid for advice. They either aren’t interested in investing or saving for the long-

term, don’t think they need advice, or don’t trust the industry that provides it. While the industry can 

do a lot to help rebuild trust, government and policymakers can also work harder to encourage a wider 

culture of savings and investment. Auto-enrolment is a good example of the big levers that 

government can pull. 

 

7) Keeping it real  

Finance is complex but it doesn’t have to be as complicated as the industry can make it appear. For 

most people, finance is a foreign language and any attempt to address the advice gap needs to involve 

simplifying the main themes to the nth degree to make them more accessible. Advice should be in 

plain English, involving real life practical examples and case studies of how different choices lead to 

different outcomes for different people. A common set of basic guidelines – such as pay off your debt 

before you save, or understanding the basics of compound interest – would help make advice more 

relevant to more people.  

 

8) Choosing your language  

The regulatory separation between ‘advice’ and ‘guidance’ is not relevant to most customers. For 

example, they do not recognise the difference between the ‘advice’ they get from The Pensions 

Advisory Service for free and the ‘advice’ they pay for from a commercial provider. This separation 

has a real life impact: for example, staff at a call centre may have a customer who is about to make a 

poor choice but they are unable to say anything out of fear of offering ‘advice’. The same problem 

applies to the definition of ‘independence’: the benefit to customers of legally-defined independent 

advice is not as obvious as the often prohibitive costs of providing it. 

 

9) Rethinking regulation  

While the financial services industry has yet to demonstrate that it can be let off its tight leash, it is 

worth considering if the regulatory bar has been set too high for the provision of financial advice. It 

takes a customer a few minutes to buy a debt product online but an investment product takes hours of 

paperwork (the standard consensus seems to be nine hours). Customers are put off by the lengthy 

process, which is driven by the industry’s paranoia of breaching regulations and potential liability. 

Technology could play a big role here: some form of digital passport for individuals could fast-track 

and simplify access to a wide range of products, and record their investment and savings history in 

one place. 

 

10) Decomplexification 

The industry and regulators should work together to develop a simpler and more robust process to 

handle a much higher volume of lower value advice. One option could be to develop a simpler set of 

standardised questions and answers that direct customers towards a small number of ‘buckets’ (as 

employed by the robo-adviser model), with a limited range of simple products at the end of each 

decision tree. This would help address the illusion of tailoring products to individuals with a 

bewildering choice of funds (more than 44,000 available in the UK according Morningstar). 

Technology will play an important role in helping to automate, standardise and rationalise the entire 

industry.  

 

 


