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AL N There are several questions investors should
ask of platforms before making a decision on service and value

Searching
for the right
platform

RICHARD
' MEIN

There has been much written about the eriterin for
choosin, atform and many of the questions pro-
posed are nlmnus\ hew many funds
when is paid, what
services are offered, does the platform offer me the
eapability to improve my hlL-ii.nm; model, are there
sufficient tax wrappers, what asset allocation tools
are mvadlable and so on. In fact, the number of ques-
tions you could ask are limited only by your imagi-
nation.

Of course, the platform services must be vahuble
to your clients, and so some of the dient-facing
issues should be taken as read, that the enhance-
ment to the services your firm offers or is secking to
offier justifies the costs of the platform, that compli-
ance isues are addresed and that reporting and
acoess are adequate,

So, partially as a sleight and partinlly to avoid
repeating much that has been written before, this
should be approached solely from a different angle,
ks it possible to create an exclusion process with a
few questions which absolutely, and without exoep-
tion, must be answered positively? 1t is possible to
try and pose one question, from each of five core
baesiness areas, reganding the services of a phllurm
which can only be answered yes or no. A failure to
respond positively to any question should exclude
that platform from further consideration.

I
One piece of research indicated the average adviser
ds under influence of £30m. Ifyou and your
s e going to entrust a sum perhaps in
excess of £100m to a platform, then it is entiredy
ressonable to ask what assistance they will offer.
This is o mutually rewarding business partnership
and both benefit from making it happen,

While some actions must be your responsibility
a platform cannot give r th-
€r% actions Mmay rexson the plat-
form. Bul the process « S
process, contacting o transfer
nstructions, reregistering or « nappro-

priate or legacy holdings are procedures with which
a business partner my 2
The movement of client assets to a platform & a
project that should be managed by all involved. It is
entirely reasonable to ask: “Will vou appoint a proj-
ect maniger to assist my firm through the imple-
mentation process?™
Cost transparency is

a key client justification in
the use of platforms and must be embraced as part
of the move to the new business model. The concept
of factory gate pricing, whereby the costs paid by the
dlients are direetly attributable to the r\\l]\ltnb of

of withdrowal. The practice of restricting with-

drawads to cash only = of forcing the liquidation of

assets in the event of a client deciding to meve from
I

Mind the gap: investors need to do their homework before choosing a platform that best suits their needs.

and clients is without doulit the biggest question a

one custodian to another - is completely pt
able.

A firm question therefore for the platform is:
“Will you irmevocably guarantee that my client’s
assets may be transferred cither for no charge, or at
cost, to another custodian should we so instrsct?

Some financial sdvisers do not sufficiently value the

the services being supplied, is ext powerful
and probably inevitable, It is a huge advance from
times when commission was concealed within the
ealeulations of life company actuaries.

As an extension of this ethos, platforms must be
fully open as to their sources of revenue. 1t is not
acceptable for platforms to conceal their own
charges by negotiating rebates with undeslying fisnd
managers. This can easily create the misleading
impression of a “free” platform serviee whereas in
it simply means the input and ongoing cost to
a client is paid at find level rather than explicity
changed by the platform,

A non-negotiable question for the platform: “Will
you guarantes to dischose 1o me and my client the
fill extent of your rerunerstion and the impact that
heas on the total charges incurred by my dients?™

It is often forgotten that platforms are first and
foremost custodians for client assets. Clients m:
choose to wse and pay for such custodians for eas
execution, administration and reconciliation. Or
they may chose not to, It s quite unacceptable for
a platform to place cash-onlky restrictions, surrender
penadties or other exit obstackes upon dients who
wish to withcraw their assets.

From the client perspective, the primary justifica-
tion is about building better portfolios, risk con-
trolled, peset allocated iged effectively
across a range of portfolio types. Without this the
whole consolidation process becomes questionable,
Anyone recommending a platform to a client as a
i the very
nd the right to move these assets as and
er and client think necessary,
| investor would consider holding
a custodian who would restrict the right

[ of branding. Tt Hicl: of client
assets provides an opportunity to reconsider.

The value of your business is inextricably linked
1o its brand image. It is the brand which enforces
client and adviser loyalty and, in so doing, con-
tributes towards the durability of recurrent revenue,
Branding is a iff i in
ing business value and should be a core part of your
platiorm planning.

The business value of your funds under manage-
ment should not be allowed to leak to your serviee
suppliers; always take the white-label option,

Some platforms can also offer significs
greater levels of individual tailoring, While it may be
appropriate to adjust vour busines mode to the
capabilities of the platform, you may wish to adjust
the platform to meet your own demands. In addi-
tion to client-facing areas, reports, recommenda-
tions, risk profiling and imvestment models may
require bespoking to your own requirements, A
question for the platform then: *Can yoo supply me
with a platform IJr'uahd and bespoked to my firm’s
specific requirements?

ntly

progressive firm has to face, Ultimately this dc
will d ine almost everything else - compli
risk, administration burden, staffing levels, recur-

rent revenue and business vahe.

Whether your chosen investment management
process includes in-house investment management,
partial outsourcing through, multi-manager
funds, or fully outsourced, your investment process
must be consistent, TCF compliant and scaleable,

Scalability is a vital point and o often over-
looked. Some ¢ adopters of the platform busi-
mess model are now hitting capacity constraints,
mastly obviously with pre-defined or model portfo-
lis, The ability to apply a model portfolio to  client
categorised within a certain level of risk is one of the
biggest advantages of using a platform.

Problems arise when dient numbers increase. It
is hard, if not impossible, to ensure all clients
receive a consistent portfolio and therefore achieve
the same approximate returns for any given level of
risk. "This is becanse of two reasons, one that, blunt-
Iy, many advisers are not experienced with the disci-
plines of modelled investme: wnagement and
recommendations change for new clients without
the same trades being effected for old,
with an advisory mandate client permis
rexquined before executing a fund switch,

There is litthe point in moving to a new husiness
process which fails the test of scalability, so here
last question, not for the platform but for you:
“Could this platform enable me to consistently apply
my firm’s investment process to luge numbers of
clients?*

is the big question. How tomeet  Richard Min is managing partner at
the investment management demands of your firm Parmenion Capital Partners
main points
M Choosing a platform is nat 1 An adviser should ask what YWith the average adviser hav-
always easy, with a variety of assistance a platform is going to | ing funds under influence of
options, each with different pros | offer and what services it will E30m, they should be confident
and cons provide and whether this willbe | in demanding answers before
sealeable as the platformgrows | using a platform



