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MARKET REVIEW (FAMR) CALL FOR INPUT 

EXECUTIVE SUMMARY 

Barclays welcomes the HMT and FCA joint review of the financial advice market in the UK. For the 

last two decades, financial advice in the UK has been contracting and the ability and willingness of 

the industry to serve consumers other than those with significant incomes and/or financial assets 

has reduced.  We are encouraged that the FCA and HMT are looking at the issue in a holistic way, 

recognising that there is no single, easy, solution, and that significant structural change will be 

required to close the gap in UK financial planning and investment advice.  

It is important to re-evaluate the way we help people make suitable financial decisions, from saving 

regularly to planning for both the expected (such as retirement) and the unexpected (such as 

redundancy, illness or long-term care provision).  We accept that the Review needs to focus on those 

consumers that would most benefit from, and would be most likely to engage with, a new approach 

to financial advice, and there is a case for arguing that new rules be created for these consumers 

specifically.   We would suggest that they may usefully be considered in three groups:  

1) Consumers who have sufficient disposable incomes and/or liquid financial assets who have 

more complex/sophisticated needs and would benefit from help with their financial 

planning, investments and pensions, but who do not currently have access to the same 

support as wealthier customers.  We have not defined the levels of income or assets at this 

stage and would be happy to work with HMT and FCA on a more detailed definition of this 

target group. 

2) A broader consumer base, whose needs are less complex/sophisticated, but who equally 

would benefit from improvements in clarity, education and guidance; and  

3) Consumers who need financial help but in many cases cannot afford it, and are therefore 

often dependent on the not-for-profit sector.  

As both HMT and FCA recognise, the “advice gap” has been created by both reduced supply and a 

lack of consumer demand.   The supply limitations have been primarily caused by 1) a reduction in 

the number of independent financial advisers (IFAs) and 2) tied advisers with major banks such as 

Barclays and life companies withdrawing from the provision of advice for retail banking customers 

(in part due to the Retail Distribution Review (RDR)).  The lack of demand for both products and 

advice is due to consumers not sufficiently prioritising their financial planning, long-term savings and 

investment needs.  We explore the reasons for this later in this document, but would highlight the 

need for timely prompting of consumers to raise awareness and encourage them to take action.  

Enabling advice provision to be more dynamic, competitive, trusted and to function better will 

require measures to be taken to address both supply and demand.   The importance of resolving this 

effectively should not be understated, as the erosion of schemes such as final salary pensions means 

that the current generation of employees is less financially prepared for retirement than the 

previous generation.  

We believe there is also a gap for customers who do not have enough protection (e.g. income, life 

and critical illness) that is equally as important but appreciate that the FCA and HMT are keen to 

focus on financial planning, investments and pensions’ provision, and so are directing most of our 



comments to this area.  We have not made any comments on consumer debt, as this important 

policy area is the focus of other initiatives and consultations.      

Explanation of key issues 

The supply of advice 

The supply of advice has reduced substantially since the RDR, with Barclays and some other retail 

banks taking the decision to move away from providing advice to middle-income consumers and 

only providing access to consumers with accumulated wealth. This has led to the number of advisers 

reducing by approximately 25% by 20121 and the number of advisers working in banks reducing by 

50%, resulting in an advice model that is less suited to the customers who are the focus of this 

Review. 

To significantly close the advice gap, Barclays believes that the retail banks will have to be prepared 

to offer advice.  In order for this to happen the cost of providing advice will need to reduce, partly 

driven by changes in the regulatory regime and liability environment: 

• The current full advice regime is perceived by consumers to be expensive and is frequently 

inaccessible for many. The cost of advice coupled with explicit up-front charging now presents 

a resulting fee for advice which is not acceptable to many consumers.   

• In addition, as a consequence of regulatory requirements and the liability environment, both 

the direct costs of advice (e.g. time spent gathering information and preparing 

documentation) and the indirect costs have increased for providers. 

• The mid to long term nature of investments and the risk of retrospective re-interpretation 

(and lack of longstop) creates an even more complex process at point-of-sale, and creates a 

risk that is very difficult for firms to evaluate and manage.  This has been exacerbated by other 

factors including increased expectation by consumers that their investments will always yield 

returns in excess of cash, as well as the increasingly proactive behaviour of inadequately-

regulated and poorly supervised Claims Management Companies. 

• Given the nature of the current ‘optimal’ suitability standard, the current ‘simplified’ advice 

process, which was designed to deal with less complex customer needs, has not worked, 

leaving a substantial advice gap.  

The demand for advice 

In addition to the supply shortage, Barclays also believes that consumer demand for advice is lower 

than it should be.   A number of factors lead some consumers to not access advice when it would 

benefit them: 

• Some consumers are simply unaware of or indifferent to their long term savings and 

investment needs, and the potential solutions and products available to meet those needs.  

The industry has an important role in helping to drive consideration and help consumers 

understand their needs better.  Even those that are aware of their needs do not necessarily 

seek advice or buy investment products for various reasons including: 
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- They don’t understand the market or the products and feel ill-equipped to make 

decisions or to judge what constitutes good outcomes.  This is exacerbated by the 

volume of information that they perceive they are required to review and understand; 

- Necessarily, the outcomes from investment are uncertain and this presents a 

substantial obstacle to both assessment of the value of advice and confidence in the 

outcomes that advice may provide; and 

- Many are short term planners and will save for short term goals rather than prioritising 

long term objectives, as well as being reluctant to pay now for outcomes that may not 

be evident for many years. 

• Consumers do not consistently appear to recognise the benefit of paying for advice and 

perceive the price of advice to be high owing to the following factors: 

- The dislike of short-term expense for long-term benefit; 

- The presentation of an up-front advice cost, as opposed to a cost over the life of an 

investment;  

- Challenges remain for the financial services industry to regain the trust of consumers, 

following the financial crisis and well-publicised post-crisis conduct issues; and 

- The general attention on ‘poor outcomes’ as opposed to the many good outcomes 

generated from good advice further erodes trust in the industry. 

 

Changes to consider 

Barclays believes that the following solutions could help resolve the advice gap and lack of demand 

for advice that exists within the UK: 

• Adjust the regulatory regime for the target customer groups to allow a wider range of 

effective advisory and guidance approaches, including a “middle-ground”. 

Customers’ requirements lie on a spectrum from making a decision themselves through to full 

professional person-to-person advice.  Currently customers only have a binary decision – 

advice or self-decision – and we believe that there needs to be greater usage and deployment 

of middle ground solutions.  

This would require a number of enablers: 

- Regulatory certainty.  Financial advice providers need regulatory certainty as to the 

standards required before they will be willing to invest in building a new advice-based 

business.  This means that there is a need to end the uncertainty and perceived “tail 

liability” created by the retrospective application of advice standards by the Financial 

Ombudsman Service (FOS) and the FCA, together with a need for more consistency and 

closer working together of the FOS and FCA. 

- Longstop on complaints.  We believe that it is clear that the open-ended nature of the 

complaints and compensation framework leaves firms exposed to significant risks which 

make some firms more hesitant to enter the areas in-scope of this Review.  As a result, 



a longstop would remove a significant obstacle to retail banks re-entering advice 

provision.   

- Standardised disclosures. We believe that the creation of an industry standard 

disclosure – clearly setting out the respective responsibilities of the consumer and the 

provider – would help achieve greater consistency and accessibility.  This would 

illustrate the commitment between the firm and the consumer, for example the 

consumer’s commitment to notify the financial institution of any key life changes.  

- A more sustainable optimal standard of advice, which reflects that in the long term 

saving and investment returns are not certain.  A sustainable standard would include 

reasonable success criteria to achieve good customer outcomes, recognising the 

uncertain nature of the financial markets.  

- More balanced sharing of responsibility.  We would like to see the regulatory 

framework allow for a more balanced sharing of responsibility between adviser (or 

product specialist), product provider and consumer in recognition of the fact that all 

parties have a duty of care and an interest in achieving positive outcomes.  We would 

expect that, by strictly restricting the range and nature of products that can be advised 

within the “middle-ground solutions” of such a regime, the incidence of mis-selling and 

mis-buying would reduce.   This may require the establishment of appropriate 

investment parameters for products that will adequately (and cost effectively) meet the 

needs of the target customers. 

- Effective information and guidance. Many consumers with less sophisticated needs 

would benefit from an effective and consistent information and guidance framework. 

We believe that having consistent and clear language used to describe services and 

products to consumers will support an increasing level of understanding. This coupled 

with effective guidance frameworks will further empower consumers to plan and take 

action more confidently for many of their needs.  

- Technology.   Automated advice solutions may allow the supply of simplified investment 

products to customers at a lower cost than traditional “person-to-person” advice. 

 

• Reduce the cost of full advice.  Where person-to-person advice is still required, the challenge 

remains to find ways to deliver it at a lower cost or make the cost more acceptable for 

consumers.  We see a number of enablers as key: 

- Technology – solutions enabling process automation, automated data gathering, 

document management, and stronger protection for point of sale standard adherence 

will help reduce the cost of advice. 

- Cost spreading – allowing customers to spread the cost of up-front advice over a 

number of years, for example on a 50/ 50 basis with 50% charged up front and 50% 

charged as a per annum cost. This may help make the cost of advice more palatable for 

consumers, without reducing advice and product cost transparency  



• Enhance consumer awareness and understanding of the need for, and options for, advice.  

This will help increase demand for advice from those customers who would benefit from it, 

and could take the form of: 

- Educating potential investors – about the rules, options, considerations and range of 

solutions available together with the benefits of advice.  The challenge is to stimulate 

interest and make the rules and products easier to understand and use.    

- Clear, transparent and consistent language – it is important to find a vocabulary that 

suits the way customers behave, so that distinctions between different service offerings 

are intuitive.   

- We have seen that Simple Financial Products have the potential to ease customer 

understanding in the insurance market. Taking the consistent language principles from 

this initiative into the investment arena would be useful and coupled with education 

may attract more middle income customers into the market. 

- Changing behaviour through “nudges”.  ‘Nudges’ that encourage consumers to seek 

advice at appropriate moments in their lives may encourage higher levels of 

engagement. 

- Educating consumers – about the general need for long-term saving and financial 

planning; saving will help encourage consumers form good financial planning habits 

early on in life. 

• Tax incentives to save and invest.  Creating additional incentives will encourage more saving 

and investment by consumers, in turn creating more demand for advice from those who 

would benefit  

There are currently insufficient tax and other incentives to save and invest.  A small regular 

saving habit could become a long term investment plan habit – the key is to make saving 

habitual.  We believe it would benefit the UK economy and society if incentives were put in 

place for saving and investing; furthermore supporting those that need advice by allowing the 

cost to be treated tax efficiently may be a further incentive. 

• Further reform of pensions – company pension schemes are one of the most successful ways 

to save for one’s retirement, so loosening restrictions and making it easier to do so could 

encourage more people to top-up their company schemes.   

• Encouraging employers – we believe employers have a significant role in helping employees 

plan for the future, for example by developing workplace financial fitness programmes, or by 

encouraging Save As You Earn schemes at work as a way of complementing pensions auto-

enrolment. 

Barclays would welcome the opportunity for further engagement with the FCA and HMT on this 

topic. Closing the advice gap that currently exists in the UK is not trivial and we believe that 

achieving this will require the development of a middle ground advisory offering. This will only reach 

critical mass if retail banks find it attractive to offer advice. A customer led and industry supported 

solution is therefore critical and Barclays would welcome the opportunity to participate in a working 

group to examine options in more detail.  



Without significant structural change, the UK investment advice gap will not be closed.  However, we 

believe that if government, regulators, the financial services industry and employers work together 

in a cohesive manner, a positive and sustainable outcome could be achieved for UK consumers.  

 


