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W inston 
Churchill 
once said, 

“give us the tools and 
we will finish the 
job”, but such is the 
array of technology 
now available to 
investors, many 
won’t know where 
to start. As a result, 
this month’s cover 
story sees Pádraig 

Floyd look at the 
tools you can use to 
take control of every 
area of your finances. 
Staying on this 
theme, Daniel Lanyon 
examines three of 
the best fintech 
apps for investors, 
while I weigh up the 
advantages of paying 
for financial advice 
with a one-off flat fee.

Editor’s letter
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Tools of 
the trade

Pádraig Floyd looks at the 
technology available to help 
savers take control of every area 
of their finances 

N obody is born knowing 
how to save. It is 
something we are taught, 
that is started on our 

behalf – at home or work – or that we 
have to learn for ourselves.

Taking that first step is often 
difficult and it seems to be getting 
harder. Generation Y (millennials) 
are expected to be the first generation 
in half a century to be worse off than 
their parents. 

Student debt, rising house prices 
and stagnant wage growth make it 
difficult for them to make financial 
plans for the future. 

This goes far beyond worrying 
where their next avocado on toast is 
coming from, according to research 
from the TUC, with a fifth (20 per 
cent) of all workers skipping meals to 
make ends meet. 
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About 80 per cent of 16- to 34-year-olds 
are optimistic they will have cleared 
their mortgage by the time they are 65. 
Yet research from the Financial Conduct 
Authority shows that 40 per cent of first-
time buyers in 2017 will reach 65 without 
having paid off this debt. 

Research from Close Brothers 
indicates 87 per cent of millennials 
are so worried about money that it is 
affecting their work. And although 
half claim to have made a plan for 
the future, more than a third have no 
contingency for an unexpected event. 

If this is you, your first step should 
be to start saving for a rainy-day fund. 
It may seem daunting, but there is a 
wealth of tools that should allow you 
to get started right away. 

Bank to the future
Many people feel they are at the mercy 
of their overdraft and that if only 
they could hold on to some money, 
they would do something with it. The 
technology now exists to allow them 
to do just that.

Start with your banking app. This 
allows you to track your spending, 
but you can also see at the press 
of a button how much money is 
in your account. This can prevent 
overspending, but also shows what is 
left at the end of the month. 

You can move cash quickly and easily 
and some bank accounts will “sweep” 
any funds above the minimum balance 
level into another account at the end 
of each month. This gives you time to 
decide what you want to do with them. 

Every little helps
You don’t even have to make 
conscious savings if you make most 
of your purchases with a debit card. 
Monzo’s Coin Jar, Lloyds’ Save the 
Change and Revolut’s Vault allow 
account holders to save through 
“overspending”. 

This doesn’t mean spending too much 
– these features round up payments 
to the nearest pound, placing the 
difference in a separate account. 

Chip has a slightly different approach 
in that it offers the saver a chance to 
put away a small amount – £10 or £20 
– two or three times a month if they 
can afford it. 

The next step? 
Next, you should look for the best 
possible savings account you can find. 
Most high-street banks offer almost 

Many people feel they 
are at the mercy of their 
overdraft and that if only 
they could hold on to some 
money, they would do 
something with it

Long-term investment partners

SCOTTISH MORTGAGE INVESTMENT TRUST

THE MAINSTAY OF 
YOUR PORTFOLIO.
Monks Investment Trust, we believe, could be a core investment for anyone seeking long term growth. 
It is managed according to Baillie Giff ord’s £39bn Global Alpha strategy. As a result, Monks takes a highly 
active approach to investment and its portfolio looks nothing like the index. The managers group their 
holdings into four diff erent growth categories. This allows for excellent diversifi cation and off ers the chance 
to unearth some of the more interesting companies listed on global stock markets. Over the last fi ve years 
the Monks Investment Trust has delivered a total return of 143.7% compared to 112.7% for the sector**.

Standardised past performance to 30 June**

2015 2016 2017 2018 2019

Monks Investment Trust 10.4% 3.2% 59.9% 22.1% 9.5%

AIC Global Sector Average 15.4% 5.6% 39.1% 20.6% 4.6%

Past performance is not a guide to future returns.

Please remember that changing stock market conditions and currency exchange rates 
will aff ect the value of the investment in the fund and any income from it. Investors may 
not get back the amount invested. If in doubt, please seek fi nancial advice.

If you’re pursuing growth why not get on board? 
Call 0800 917 2112 or visit www.monksinvestmenttrust.co.uk

A Key Information Document is available by contacting us.

MONKS HAS OVER £1.9BN
IN NET ASSETS UNDER
MANAGEMENT, WHILE ITS
ONGOING CHARGE IS A
MODEST 0.50%*.

THE MONKS INVESTMENT TRUST

*Ongoing charges as at 30.04.19 calculated in accordance with AIC recommendations. Excludes transaction costs, costs of borrowing money to invest 
and the ongoing costs of any underlying investment funds within the Trust’s portfolio. Details of these costs can be found in the Key Information 
Document. **Source: Morningstar, share price, total return as at 30.06.19. All other data as at 30.06.19. Your call may be recorded for training or 
monitoring purposes. Issued and approved by Baillie Gifford & Co Limited, whose registered address is at Calton Square, 1 Greenside Row, Edinburgh, 
EH1 3AN, United Kingdom. Baillie Gifford & Co Limited is the authorised Alternative Investment Fund Manager and Company Secretary of the Company. Baillie Gifford 
& Co Limited is authorised and regulated by the Financial Conduct Authority (FCA). The investment trusts managed by Baillie Gifford & Co Limited are listed UK 
companies and are not authorised and regulated by the Financial Conduct Authority.

https://www.bailliegifford.com/en/uk/individual-investors/funds/monks-investment-trust/
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nothing for those who entrust them 
with their cash deposits, so start 
shopping around. 

A comparison site will tell you what 
is on the market, but don’t be put 
off by a name you don’t recognise. 
As long as the bank is a member 
of the UK’s Financial Services 
Compensation Scheme (FSCS) – or a 
European equivalent – it may make a 
considerable difference. 

For instance, HSBC’s Flexible Saver 
offers just 0.15 per cent gross AER 
(annual equivalent rate), whereas Al 
Rayan Bank’s easy access Everyday 
Saver is paying 1.6 per cent. On a balance 
of £85,000 – the protection limit offered 
by the FSCS – that’s a difference of more 
than £1,000 in interest. It could be the 
difference between earning £127.50 a 
year in interest, or £1,360.

Look for a regular savings account, 
advises Anna Bowes, co-founder 
of independent savings advice site, 
Savings Champion. 

“Not only do these tend to offer 
some of the best rates on the market, 
but they also help to develop a savings 
discipline, especially those accounts 
that insist that a monthly deposit  
is made.”

Some banks will save the best rates 
for those who hold current accounts. 
For example, First Direct offers 
current account holders a 12-month 
flexible saver account that pays a 5 per 
cent AER.

“The other thing to ensure is that you 
are looking at comparing like for like 
when shopping around,” says Bowes. 
“That means looking at cash savings 
accounts rather than products that 
look similar but have a different level 
of risk, such as mini bonds, corporate 
bonds or peer-to-peer lending.”

Don’t be swayed by higher interest 
rates. These products may be 
marketed as savings vehicles, and 
even carry guarantees, but there will 
be risks and they may not be covered 
by the FSCS. 

You should look for the best 
possible savings account 
you can find. Most high-
street banks offer almost 
nothing for those who 
entrust them with their 
cash deposits

– proportion of UK 
employees who have 

skipped meals to make 
ends meet

20% 

https://www.janushenderson.com/en-gb/investor/article/investment-trusts-who-we-are-1530/
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Free money
A savings account is just one way to 
squirrel money away for the future, 
says Sarah Coles, personal finance 
analyst at Hargreaves Lansdown.

“If you’re saving for a first property, 
you’re aged 18 to 39 and you have a 
year until you plan to buy, a Lifetime 
ISA (LISA) is a no-brainer, because the 
government will give you free money 
towards your deposit,” says Coles. 

It can be a cash or stocks and shares 
LISA and making the maximum 
£4,000 a year contribution will bag you 
a £1,000 top-up from the government.

Premium Bonds are another option. 
One in three people in the UK hold 
one of these assets, totalling £79bn. 
They don’t offer interest, but there’s a 
monthly prize of up to £1m to be won. 

“Bear in mind that over the long 
term, if you don’t win, the value of 
your savings will be eaten away by 
inflation, so it’s best if they’re held 
alongside other options with a better 
chance of keeping up,” Coles adds. 

You don’t even have to do the 
shopping around if you use a platform 
such as Raisin, as it brings together 
savings products for you to choose from. 

Coles points out that while LISAs can 
be used for retirement saving, most 
will find that a workplace pension 
is a better bet. This is because your 
employer pays money in for you and 
higher-rate taxpayers receive more tax 
relief on their contributions.

The age-old old-age problem
Employers are adopting sophisticated 
online modellers that allow 
employees to see how changing their 
contribution rate may influence the 
size of their final pension pot.

Most people will have a dozen jobs 
over their lifetime and will acquire 
a number of pensions, too. The 
government’s pensions dashboard 

project is designed to bring all of 
them together into one place so you 
can keep track of them – and use 
that information when making your 
financial plans.

This tool is still in development, with 
no launch date determined. But the 
dashboard is likely to give as many 
savers a nice surprise as a wake-up call. 
By knowing what is saved and where 
it is, a number of small plans can be 
consolidated into one single product. 
You can ensure the investment strategy 
remains appropriate for your stage of 
life and you will probably save a heap 
of fees. 

Making the next move
Most savers won’t go beyond 
cash deposits, ISAs and 
pensions, content to make 
use of their allowances. Many 
will shy away from making 

investment decisions for fear of 
making the wrong choice.

Mark Anthony Grimaldi, co-founder 
of Grimaldi Portfolio Solutions and 
author of RetireSMART!, recommends 
savers keep things simple by using a 
large investment company’s platform. 

Focus on the lowest-cost index funds 
on offer, says Grimaldi, as these tend to 
have a low minimum investment and 
even lower monthly contribution levels.

“Making small investments at 
regular intervals over time – dollar-
cost averaging – can be an effective 
investment strategy,” says Grimaldi. 
“It establishes discipline and helps 

you to invest 
regularly, which 
can alleviate any 
worries about 
trying to time the 

market.”

“Over the long term, if you don’t win, the value of your 
savings will be eaten away by inflation, so it’s best if 
they’re held alongside other options with a better chance 
of keeping up”

Better than ever
• There is a wealth of tools at the 

disposal of the most inexperienced 
of savers these days 

• Tools as well as guidance are freely 
available on The Money Advice 
Service’s website, covering almost 
every aspect of personal finance 

• Advice can also be delivered 
through your smartphone. Multiply, 
the UK’s first regulated financial 
advice app, offers robo-advice, 
carries out searches and suggests a 
financial plan based upon your data 

• Whatever your financial objectives, 
the options now available are  
greater than ever. With support 
available at your fingertips, it is now 
easier than it has ever been to start 
the journey towards that destination

  [ TOOLS ]

https://www.moneyadviceservice.org.uk/en
https://www.moneyadviceservice.org.uk/en
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Insuring 
Asia 

S ome parts of human nature 
are hard-wired and difficult 
to disrupt. One is the instinct 
to protect ourselves and 

our families, when we can, against 
ill-health, sudden death, enforced 
unemployment and fear of a cash-
strapped old age. 

For Asia’s newly prosperous middle 
classes, that instinct is running 
rampant, much to the benefit of 
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The extraordinary expansion of 
Asia’s middle class is turbocharging 
demand for products that provide 
a sense of security. Charles 
Plowden, manager of Monks 
Investment Trust, explains why the 
region’s life insurance giants are 
well-placed to reap the rewards

The value of your investment and 
any income from it can go down 
as well as up and as a result your 
capital may be at risk.
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rung on the “ladder of needs” from 
subsistence to luxury.

Convinced that these numbers 
mean that the pull of high-quality 
demand for policies of increasing 
sophistication, and therefore 
profitability, will continue for 
decades, Plowden is almost as 

the region’s life insurers. “There 
isn’t an NHS in China. There’s 
no universal unemployment 
benefit in Thailand. There isn’t 
a state pension in many of these 
countries,” Monks manager Charles 
Plowden says. 

“The life insurance industry 
in Asia provides a useful social 
function promoting private savings 
and security in markets that don’t 
have social security systems or the 
tradition of a welfare state.”

Asia, he says, is enjoying 
a “seemingly unstoppable” 
improvement in levels of health, 
education and wealth. This has 
already taken hundreds of millions 
out of poverty or bare subsistence, 
towards levels of income where 
they can begin to save for longer 
lives in retirement. With a middle 
class income comes discretionary 
spending.

Around 1.2 billion more people 
across Asia are expected to join 
the middle class before 2025, six 
times more than in the rest of the 
world. Plowden’s confidence that 
these relatively prosperous Asians 
will continue to buy increasingly 
sophisticated life insurance 
products is based on the human 
instinct to secure what we have. 
Insurance, he says, is an essential 

Advertorial feature   [ BAILLIE GIFFORD ]

of highly-trained agents to sell their 
products. 

A more recent addition to Monks’ 
portfolio is Ping An (meaning ‘safe and 
well’). Founded as recently as 1988, the 
China-only life insurer had achieved 
a $225 billion market capitalisation 
by the time of its 30th anniversary. 
Monks also has a smaller holding in 
ICICI-Pru, a joint venture between one 
of India’s largest private banks and 
Prudential. Although the numbers 
of new entrants to India’s middle 
class surpass even China’s, Plowden 
sees Indian life insurance as “further 
behind the growth curve”, making it a 

longer-term opportunity.  

“The life insurance industry 
in Asia provides a useful 
social function promoting 
private savings and security 
in markets that don’t have 
social security systems or the 
tradition of a welfare state”

confident about who will be 
supplying that demand. Some 
of these companies now feature 
amongst Monks’ highest-conviction 
holdings.

There are two dominant players 
in the region. One is the deep-
rooted and fast-growing Prudential 
Corporation Asia (soon to be listed 
separately from the Pru’s venerable 
UK and European operation). The 
other is AIA, founded in Shanghai in 
1919, the largest pan-regional insurer 
in Asia. Both are top 10 holdings 
in the Monks portfolio. Between 
them the two Hong Kong-
headquartered companies 
have 60 million customers 
in 20 countries and armies 
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Baillie Gifford & Co and Baillie Gifford & Co Limited are authorised and 
regulated by the Financial Conduct Authority (FCA). The investments trusts 
managed by Baillie Gifford & Co Limited are listed UK companies and are not 
authorised and regulated by the Financial Conduct Authority. 

A Key Information Document is available by visiting www.bailliegifford.com. 
Investment markets and conditions can change rapidly. The views expressed 
are those of the speaker, are not statements of fact, and should not be 
considered as advice or a recommendation to buy, sell or hold a particular 
investment. No reliance should be placed on these views when making 
investment decisions. Portfolio data to 31 August 2019.

Investments with exposure to overseas securities can be affected by changing 
stock market conditions and currency exchange rates. Investing in emerging 
markets is only suitable for those investors prepared to accept a higher level 
of risk. This is because difficulties in dealing, settlement and custody could 
arise, resulting in a negative impact on the value of your investment.
All information is sourced from Baillie Gifford & Co and is current unless 
otherwise stated.

“Is the current growth of life 
insurance sustainable? Undoubtedly 
so. Asia encompasses markets with 
a population nine times the size 
of the US, though life insurance 
penetration in Asia is only one-
ninth of what it is in America. Over 
time, there is scope for significant 
catch-up. To avoid taking on such 
liabilities, governments are generally 
very supportive of private savings – 
and of suppliers.”

Plowden highlights the importance 
of the distribution and sales force: 
legions of agents, thoroughly-
trained and equipped with tablets 
and laptops, fanning out across the 
cities, towns, farmsteads and islands 
of Asia. “The whole thing about life 
insurance is that it is never bought, 
it is always sold. The customer has 
to be persuaded that they need it, 

then they must have all the features 
explained to them. You can’t do that 
in 20 minutes looking at a website.” 

His emphasis on the quality of the 
leading companies, plus the size of 
the growth opportunity they can 
address, invites the question of where 
Asian life insurance companies stand 
in the spectrum of ‘best ideas’ in his 
career as an investor.

“It is very unusual to have this 
level of predictability and forward 
visibility. If you believe the big 

statistics, that Asians are going to 
carry on getting richer, the need is 
going to keep going up,” he says.

“But what is really unusual is how 
few competitors there are in these 
markets. The barriers to entry, and the 
element of consumer and regulatory 
trust required are high. It’s very 
difficult to get a new licence as a start-
up and you won’t have the brand.” 

While tech-led innovation or 
industry consolidation could 
disrupt the landscape, the chances 
of the established companies 
extending their leading position are 

Advertorial feature

boosted by life insurance’s need for 
massive marketing and sales force 
development costs. 

The dominant players, Plowden 
says, “will I hope feature in the 
portfolio for a long, long time. We 
just don’t see why the opportunity 
should get any less appealing.” 

Granted it’s a different kind of 
comfort, but Asia’s new life insurance 
consumers and Monks’ investment 
managers share a common belief: 
that a long-term investment in 
Asian life insurance is good for their 
financial health. 

  [ BAILLIE GIFFORD ]

“It is very unusual to have 
this level of predictability 
and forward visibility. If you 
believe the big statistics, that 
Asians are going to carry on 
getting richer, the need is 
going to keep going up”
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There’s an 
app for that

I f you walk around the City of 
London today, you’d be just as 
likely to bump into a scruffy, 
bearded fintech entrepreneur 

taking a conference call on their 
iPhone as you would a fund manager 
in a pin-striped Savile Row suit with a 
rolled-up copy of the Financial Times.

The reason? The rapid 
crystallisation of the Square Mile 
as the world’s leading centre for 
financial technology startups.  

These businesses look poised to 
conquer the retail investing market, 
through a better user experience, 
novel concepts or lower fees than 
traditional financial services 
providers – so they say. But are they 
just a fad, or do they offer services 
that are genuinely superior to the 
ones they are disrupting? Here, we 
take a look at three of the best fintech 
apps for investors.

18 / 19Your portfolio

Daniel Lanyon takes a closer look 
at three fintech apps that can 
help make investing easier
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Moneybox 
Two of the most difficult aspects of 
investing are number one, getting 
started, and number two, leaving 
your portfolio alone for long enough 
to grow. Moneybox aims to help with 
both problems. 

It works by connecting to your 
everyday banking card and facilitating 
“round ups”. If you buy a coffee for 
£1.29, 71p is aggregated to a weekly 
pot which is eventually invested into 
a risk-targeted portfolio consisting of 
low-cost tracker funds. 

Equity exposure is provided by the 
Fidelity Index World fund, property 
via the iShares Global Property 
Securities Equity Index ETF, a passive 
portfolio of 300 property companies 
– including the likes of British Land – 
and fixed income via iShares’ Overseas 
Corporate Bond Index and Overseas 
Government Bond Index ETFs. 

Moneybox’s “nudging” helps to get 
investors going by linking something 
as simple as spending to investing. 
It also uses other crafty methods to 
encourage you, such as through one-
off deposits and a somewhat basic 
portfolio-monitoring function which 
helps inexperienced investors forget 
about the ups and downs of markets 
and may stop them being put off.

Fees, for smaller pots, are the 
downside. They are charged at a flat 

£1 per month, plus fund fees and a 
0.45 per cent platform fee. 

 
Freetrade 
Fees are one of the most important 
considerations for long-term investors, 
owing to their capacity to compound at 
the expense of returns. However, some 
of the most popular retail investment 
platforms such as Hargreaves 
Lansdown, which has about £85bn of 
private assets, are the most expensive, 
charging £11.95 for a single trade.

Freetrade doesn’t offer a full suite 
of investment products such as 
open-ended funds, but does not 
charge fees when buying securities 
that are publicly traded such as 
most investment trusts, ETFs, and 
single stocks – both in the UK and 
US. Orders are fulfilled at the end of 
the trading day, but this means the 
price you eventually pay may not 
be as attractive as when you placed 
the trade. Other downsides include 
a reduced range of investable stocks 
and a less intuitive user experience 

Investors can choose between a 
balanced or conservative portfolio. 
The former targets returns of 4.5 to 
6.5 per cent a year after fees, while 
the latter targets 4.3 to 4.7 per cent. 
Returns can also be shielded from tax 
via an ISA wrapper. 

For disruptors and traditional 
players, the same rules apply. What 
really matters for investors are 
returns and trust that their money is 
safe. It is fair to say both are difficult 
to win but easily lost and the real test 
won’t arrive until the next crisis hits. 

Two of the most difficult 
aspects of investing are 
number one, getting started, 
and number two, leaving 
your portfolio alone for long 
enough to grow

  [ FINTECH ]

compared with the larger platforms.
Its premium version, which costs £1 

per trade, operates instantly. ISAs are 
currently also free but are touted to 
cost £3 per month from 2020.

Funding Circle 
Peer-to-peer lending was one of the 
first areas of disruptive finance to 
emerge after the financial crisis. 
The idea is a simple one. Investors 
allocate their money to borrowers 
via a digital platform and receive an 
interest rate return that beats cash. 
The risk is that the borrower defaults 
and you lose your money. 

Funding Circle is the largest peer-to-
peer lending platform in the 
UK, having originated 
more than £8bn 
worldwide, focusing 
on loans to small- 
and medium-sized 
businesses. Loans are 
unsecured, meaning 
there is no collateral in 
the event of default, but 
Funding Circle now spreads 
out investors’ lending 
across the market as 
standard. The platform 
says that a £2,000 
portfolio will be 
spread between 
at least 200 
different 
businesses.

https://www.trustnet.com/factsheets/o/i10k/fidelity-index-world-i
https://www.trustnet.com/factsheets/o/g6ia/ishares-global-property-securities-equity-index-uk
https://www.trustnet.com/factsheets/o/g6ia/ishares-global-property-securities-equity-index-uk
https://www.trustnet.com/factsheets/o/g6id/ishares-overseas-corporate-bond-index-uk-d-acc
https://www.trustnet.com/factsheets/o/g6id/ishares-overseas-corporate-bond-index-uk-d-acc
https://www.trustnet.com/factsheets/o/g6ie/ishares-overseas-government-bond-index-uk-d-acc
https://www.trustnet.com/factsheets/o/g6ie/ishares-overseas-government-bond-index-uk-d-acc
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Set & match

A set or hourly rate for financial 
advice appears to have numerous 
advantages for clients over 
traditional percentage-based 
models. So, asks Anthony Luzio, 
why do so many investors persist 
with the latter option?

A n oft-repeated myth about 
the impact of the Retail 
Distribution Review (RDR) 
since its inception in 

2013 is that it made it uneconomical 
for financial advisers to offer their 
services to anyone with a portfolio of 
less than £250,000. 

Yet this ignores those firms offering 
advice for a flat or hourly rate, rather 
than taking a percentage of the value 
of the portfolio. 

However, while a flat fee means that 
in theory anyone can obtain financial 
advice, Fowler Drew’s managing 
director Stuart Fowler says the biggest 
beneficiaries of flat fees are likely to 
be the wealthiest clients. 

“They are otherwise subsidising those 
with small sums to invest who may 
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Long-term investment partners

SCOTTISH MORTGAGE INVESTMENT TRUST

THE MAINSTAY OF 
YOUR PORTFOLIO.
Monks Investment Trust, we believe, could be a core investment for anyone seeking long term growth. 
It is managed according to Baillie Giff ord’s £39bn Global Alpha strategy. As a result, Monks takes a highly 
active approach to investment and its portfolio looks nothing like the index. The managers group their 
holdings into four diff erent growth categories. This allows for excellent diversifi cation and off ers the chance 
to unearth some of the more interesting companies listed on global stock markets. Over the last fi ve years 
the Monks Investment Trust has delivered a total return of 143.7% compared to 112.7% for the sector**.

Standardised past performance to 30 June**

2015 2016 2017 2018 2019

Monks Investment Trust 10.4% 3.2% 59.9% 22.1% 9.5%

AIC Global Sector Average 15.4% 5.6% 39.1% 20.6% 4.6%

Past performance is not a guide to future returns.

Please remember that changing stock market conditions and currency exchange rates 
will aff ect the value of the investment in the fund and any income from it. Investors may 
not get back the amount invested. If in doubt, please seek fi nancial advice.

If you’re pursuing growth why not get on board? 
Call 0800 917 2112 or visit www.monksinvestmenttrust.co.uk

A Key Information Document is available by contacting us.

MONKS HAS OVER £1.9BN
IN NET ASSETS UNDER
MANAGEMENT, WHILE ITS
ONGOING CHARGE IS A
MODEST 0.50%*.

THE MONKS INVESTMENT TRUST

*Ongoing charges as at 30.04.19 calculated in accordance with AIC recommendations. Excludes transaction costs, costs of borrowing money to invest 
and the ongoing costs of any underlying investment funds within the Trust’s portfolio. Details of these costs can be found in the Key Information 
Document. **Source: Morningstar, share price, total return as at 30.06.19. All other data as at 30.06.19. Your call may be recorded for training or 
monitoring purposes. Issued and approved by Baillie Gifford & Co Limited, whose registered address is at Calton Square, 1 Greenside Row, Edinburgh, 
EH1 3AN, United Kingdom. Baillie Gifford & Co Limited is the authorised Alternative Investment Fund Manager and Company Secretary of the Company. Baillie Gifford 
& Co Limited is authorised and regulated by the Financial Conduct Authority (FCA). The investment trusts managed by Baillie Gifford & Co Limited are listed UK 
companies and are not authorised and regulated by the Financial Conduct Authority.
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“Financial planning, 
intermediation and ongoing 
portfolio management all 
carry costs that are largely 
independent of size”

trustnet.com

even be benefiting from percentage 
fees that are below cost,” he says.

“Financial planning, intermediation 
and ongoing portfolio management 
all carry costs that are largely 
independent of size (except for 
liabilities associated with the 
advice), yet the ‘value’ they 
provide to the client is largely 
a function of size. The latter 
is the reason value-based fees 
dominate.”

Fowler says lower costs are not 
the only benefit to investors of flat-
fee advice – another problem with 
percentage-based models arises 
through the differing agendas of the 
adviser and the client. For example, 
he says it is in the interests of their 
business to hoard money when 
individuals may prefer to spend or gift.

Rebecca Aldridge, managing 
director of Balance: Wealth Planning, 
says set fees also allow financial 

https://www.bailliegifford.com/en/uk/individual-investors/funds/monks-investment-trust/
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advisers to focus on the wider 
planning and strategy rather than 
simply maximising assets.

“It puts financial planners on 
a par with other professions like 
accountants and solicitors,” she adds. 

“It’s also straightforward and 
stable, unaffected by markets and 
more ethical. There’s also no cross-
subsidisation between clients and it 
generally promotes more professional 
behaviour in advisers.”

Fintech advice
It is not just traditional financial 
advisers who are getting in on the 
act. Robo-adviser Nutmeg now offers 
financial planning from £275, with a 
more comprehensive service available 
from £575. Lisa Caplan, Nutmeg’s head 
of financial advice, says the company 
decided to offer the service in response 
to the growing number of customers 
who either wanted someone to take a 
broader look at their finances, or just 
felt more comfortable meeting another 
human being face-to-face.

“There’s also no cross-
subsidisation between 
clients and it generally 
promotes more professional 
behaviour in advisers”

“It’s like traditional advice,” she 
says. “It starts with finding out about 
the hard facts from the customer, 
such as their income, expenditure, 
investments and if they have any debt. 

“And also the softer things – what 
they want to achieve. A lot of advice 
is helping prioritise objectives. It’s a 
lucky person who can do everything 
they want to financially.”

After the consultation, clients are 
given a copy of their financial plan 
and there is no requirement to invest 
with Nutmeg, although Caplan says 
it is simpler to execute if they do. 
Nutmeg then charges a fee on the 
percentage of the client’s portfolio for 
those that stay with the firm. 

All the answers
One argument against a one-off fee 
is financial advisers don’t just offer a 
one-off service, but will continuously 
manage a client’s portfolio to account 

– revenue from 
ongoing adviser 
charges in 2018

£3.4bn 

https://www.janushenderson.com/en-gb/investor/article/investment-trusts-who-we-are-1530/
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for a changing market environment. 
So is there a danger that someone who 
receives a one-off piece of financial 
advice may believe they have “all 
the answers”, then fail to adjust their 
portfolio for differing conditions?

Aldridge says this problem applies 
regardless of how the fee is charged. 
She says it comes down to how 
financial planners define their role.

“[This] implies that the only thing a 
client might need to have ‘answers’ 
about is investments and that in order 
for them to be managed properly they 
should be tinkered with,” she adds. 

“That’s what most financial advisers 
‘sell’ as their service but it’s often 
not what’s really needed. Adapting 
to changes of lifestyle is most often 
about minimising tax, updating a 
savings or drawdown strategy and so 
on. Most robust portfolios don’t need 
to be changed from year to year.”

Not that simple
However, Chase de Vere’s head of 
communications Patrick Connolly says 
it is not as simple as one method of 
charging being better than another. His 
company offers clients three options: a 
percentage-based fee, an hourly rate or 
a flat fee, which will be agreed upon at 
the first meeting.

“Where flat fees work best is where 
there’s a set one-off piece of advice 

such as inheritance tax planning, 
taking pension benefits, or it could 
simply be an investment portfolio 
review. There, the client will have a 
good understanding of the amount of 
work they want and the adviser will 
have a good understanding of how 
long that’s likely to take them to do.”

Where it becomes more of a 
challenge is where there is an ongoing 
service and the adviser doesn’t know 
how much interaction the client is 
going to want. 

“On that basis, it’s difficult to set 
a fixed fee,” he adds. “If you were 
doing that and didn’t want to use a 
percentage fee, the only logical way to 
do it is on an hourly basis.

“Most ongoing clients prefer 
percentage-based fees as they feel 
more comfortable with a portion 
coming out of their portfolio rather 
than having to write cheques. 
Although for those with larger 
portfolios, it will undoubtedly be 
more expensive.”

“Where flat fees work best 
is where there’s a set one-
off piece of advice such as 
inheritance tax planning, 
taking pension benefits, 
or an investment portfolio 
review”

Ensure you aren’t  
overpaying for 
advice

• The FCA says you 
should be given the 
option of paying for 
advice via a one-off 
fee, or an agreed 
regular fee if the 
advice is ongoing

• You do not have 
to use an ongoing 
service if it is offered, 
but if you do you 
should ask the adviser 
what work they will 
carry out for the fee 
you are paying

• If you are already 
using an adviser, ask 
them to tell you what 
fees you have been 
paying, in pounds and 
pence, rather than just 
as a percentage. If you 
are about to start using 
one, ask for future fees 
to be broken down in 
the same way

• Work out if it is 
cheaper – yet still 
practical – to pay for 
advice on an ad hoc 
rather than ongoing 
basis 
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Source: FE Analytics

MANAGER: Peter Rutter / LAUNCHED: 10/10/2017 / FUND SIZE: £2.2bn / OCF: 0.41%

FACT BOX

FE CROWN RATING

Royal London Global 
Equity Diversified

Manager Peter Rutter says you should buy companies “no one has 
heard of” if you want to break into the group of top performers in 
the IA Global sector

T he IA Global sector is famed 
for its highly competitive 
nature. Most active managers 

find it difficult to beat the MSCI World 
index, and over the past five years the 
top of the sector has been dominated 
by a small group of investors with a 
similar quality growth style. 

However, rather than trying to 
copy the likes of Nick Train or Terry 
Smith, Peter Rutter of the Royal 
London Global Equity Diversified 
fund said you may be better off taking 
a different approach and buying 
companies “no one has heard of”. 

Rutter said his process has two 
characteristics that separate it 
from his peers’. The first is how he 
measures corporate performance 
using cash metrics to cut through any 
manipulation or distortion of accounts.

The second is to assess how each 
potential holding will perform 
throughout different stages of the 
business cycle, based on expected 

PERFORMANCE OF FUND SINCE LAUNCH  
VS SECTOR AND INDEX

return on productive capital – or 
invested capital.

Rutter’s team takes the view that 
money can be made at every stage 
of the corporate cycle, even in a 
company in turnaround.

“You need to know the turnaround 
is going to turn around, otherwise it’s 
just a value trap,” he explained. “You 
can make money with accelerators 
like Amazon, that’s pretty obvious, 
but you need them to keep winning. 
Strangely, you don’t make money 
with accelerators if they just do okay.

“They have to keep winning because 
they’re often quite expensive when 
you buy them.”

While he has a bottom-up process, 
Rutter doesn’t completely ignore macro 
indicators. For example, he pointed 
out different regions tend to do better 
at different points in the cycle, with 
the majority of US companies in the 
MSCI index belonging to fast-growing 
accelerators and compounders, 

given the market’s dominance in the 
technology and healthcare sectors. 
Conversely, 75 per cent of Japanese 
companies belong in the turnaround 
and mature-business sectors.

The process also highlights a 
common misconception among 
investors about emerging markets.

“People think about emerging 
markets as growth markets,” he 

said. “They’re not really. Most of the 
emerging market stocks are in the tail-
end of the life cycle. The economies 
are growing but their corporates aren’t 
actually that innovative or growthy.”

The fund has made 21.59 per cent 
since launch two years ago, compared 
with 20.05 per cent from the MSCI 
World index and 15.39 per cent from 
its IA Global sector average. 

Royal London Global 
Equity Diversified (21.59%)

MSCI World 
(20.05%)

IA Global 
(15.39%)
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https://www.trustnet.com/factsheets/o/o5zq/royal-london-global-equity-diversified
https://www.trustnet.com/factsheets/o/o5zq/royal-london-global-equity-diversified
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Source: FE Analytics

MANAGERS: Martin Lau & Helen Chen / LAUNCHED: 1/12/2003 / FUND SIZE: £492.8m  
/ OCF: 1.05%

FACT BOX

FE CROWN RATING

First State Greater 
China Growth

FE Alpha Manager Martin Lau attempts to keep downside risk to a 
minimum when investing in the volatile Chinese market

L ike all emerging markets, 
investing in China comes with a 
wide range of risks but there are 

funds focused on the world’s second 
largest economy that aim to offer as 
much downside protection as possible.

First State Greater China Growth, 
run by Helen Chen and FE Alpha 
Manager Martin Lau, is one example. 
It has the IA China/Greater China 
sector’s second lowest scores for 
volatility, maximum drawdown and 
downside risk over the last decade, as 
well as its best Sharpe ratio.

Lau has more than 20 years’ 
experience of investing in China and 
has worked on the £492.8m fund 
since its inception in December 2003. 
He has developed a low-turnover 
process over this time, ingrained 
with an absolute-return focus and 
benchmark-agnostic stance.

The fund has a bottom-up, all-
cap approach that looks for quality 

PERFORMANCE OF FUND VS SECTOR AND INDEX OVER 10YRS

companies (defined as those led by 
strong management teams, with 
dominant franchises and a long-term 
track record of sustainable earnings 
growth) at attractive valuations. 

Like all First State funds, 
environmental, social and governance 
(ESG) criteria are an important 
consideration and Lau will refuse to 
invest in China’s largest companies if 
he has concerns over their governance.

This approach appears to be working. 
The fund has made 222.36 per cent 
over the past 10 years compared with 
117.05 per cent from its sector average 
and 134.88 per cent from its MSCI 
Golden Dragon benchmark.

Of course, the trade war with the US 
is an additional challenge for investors 
in China at the moment. However, in 
a recent update Lau said that while 
this has dented market sentiment, the 
uncertainty is creating opportunities 
for quality investors.

“Having invested in China A-shares 
since 2009, over numerous cycles and 
market scares, we believe our bottom-
up stock selection and focus on quality 
should continue to deliver positive 
returns,” he explained. 

“While our portfolios have not been 
immune to market volatility, the 

companies we own have preserved 
capital better during previous 
downturns. Declining markets are 
often seen as a negative, but we view 
such periods as opportunities to buy 
high-quality companies at cheaper 
valuations – which helps to compound 
returns in the long run.”

First State Greater China 
Growth (222.36%)

MSCI Golden Dragon 
(134.88%)

IA China/Greater 
China (117.05%)
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Source: FE Analytics

MANAGER: Nicholas Price / LAUNCHED: 15/03/1994 / PREMIUM/DISCOUNT: -10.35% 
 / OCF: 1.06%

FACT BOX

FE CROWN RATING

Fidelity Japan

This trust’s manager Nicholas Price is moving into 
Japanese tech stocks on “trough valuations”

T he Japanese tech sector 
took a tumble last year when 
concerns about the US/China 

trade war hit the global market. In 
particular, semiconductor stocks fell 
50 per cent from their 2017 peak. 

However, Nicholas Price, manager 
of the Fidelity Japan trust, cautions 
investors against confusing 
correlation with causation. 

The manager is unconcerned about 
the recent setback for the sector – 
after its peak in 2018 he believes it will 
bottom out in the third and fourth 
quarters of 2019, meaning now could 
be an attractive buying opportunity.

As a result, he said the biggest 
thematic change in his portfolio over 
the past year has been a shift towards 
the “steady, consistent growers” 
in the tech sector, adding Tokyo 
Electron (semiconductor production 
equipment) and Renesas Electronics 

PERFORMANCE OF TRUST UNDER MANAGER 
VS SECTOR AND INDEX

(auto-related semiconductors) 
to his top-10 holdings on “trough 
valuations”. The portfolio now has 
19.4 per cent of its assets invested 
in companies that make electrical 
appliances and another 13.2 per cent 
in telecom, media & technology.

Price’s process involves conducting 
about 400 company meetings a year, 
assessing their barriers to entry, 
valuations, liquidity, and upside and 
downside potential. 

Analysts at Edison said the manager 
prefers businesses with strong brands 
and competitive positions with scope 
for international expansion. 

“The majority of the portfolio is 
made up of companies that are 
growing their sales and profits above 
average for their industry, supported 
by secular growth trends,” they added. 
“However, a smaller proportion is 
in turnaround situations that have 

suffered a temporary setback and are 
trading at historically low valuations.”

Fidelity Japan changed its name 
from Fidelity Japanese Values in May 
2018 as it switched its focus away from 
just small and mid cap stocks and 
towards an all cap strategy. However, 
the trust retains a higher exposure 

towards the lower end of the market 
cap spectrum than many of its peers. 

The trust has made 119.44 per cent 
since Price became manager at the 
start of 2015 compared with 73.12 
per cent from its Topix benchmark 
and 81.69 per cent from the IT Japan 
sector average. 
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Outcasts

Despite powerful performance 
over the past decade, the average 
IT Private Equity trust stands on 
a discount of more than 20 per 
cent. Adam Lewis finds out why 
the sector remains unpopular 

P rivate equity is an asset class 
that splits opinion. Unlike 
with most funds and trusts, 
it sees portfolio managers 

providing hands-on support to the 
unlisted companies they hold in a bid 
to maximise their value. But despite 
significantly outperforming the UK 
market over the short, medium and 
long term, the majority of trusts in the 
IT Private Equity sector remain on 
significant discounts.

Take Pantheon International. The 
£1.2bn trust has made 488.83 per cent 
over the past 10 years (compared with 
a sector average of 171.65 per cent), 
yet is currently on a 21.3 per cent 
discount to net asset value (NAV). 
Meanwhile Princess Partners Private 
Equity Holdings is up 125.11 per cent 
over five years, but is on a discount of 
16.7 per cent.

So what is worrying investors?

FE TRUSTNET
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You must be kidding 
Simon Elliott, research analyst at 
Winterflood Investment Trusts, says 
one reason relates to their expense.

“This is particularly pertinent since 
the start of the year when wealth 
managers were obliged to disclose the 
Key Information Document (KID) costs 
of collectives to their clients,” he says.

“Anecdotally, it appears some 
wealth managers are struggling to 
justify allocating to listed private 
equity funds as a result. While we 
are sympathetic to this reaction, we 
believe it is a mistake given the return 
potential of the asset class.”

With charges of 1.5 to 2 per cent 
and performance fees of 20 per cent 
of standard realised profits, Elliott 
admits the asset class is expensive. 
However, he believes these fees are 
justified given the excess returns it has 
generated and the level of expertise 
involved in “building companies”.

Best of both worlds
One fund manager who is sold on 
the idea of private equity is Richard 
Curling, who heads up the Jupiter 
Fund of Investment Trusts. Curling 
currently has 10 per cent of his 
portfolio invested in private equity, 
which is split between direct private 
equity trusts and funds of funds.
“For me, there are two main reasons 
to hold the asset class: firstly their 

historical performance track 
record, and secondly the 
valuations they offer,” he adds. 
“In a market in which it is 
pretty hard to find value at 
present, given that we are in the 

latter stages of an extended bull 
market, within the investment 
trust space private equity is one 

of the few areas left where you can 
still find big discounts.”
Excluding 3i, the average 

discount for UK-listed private 
equity trusts was 18 per cent at the 
end of August. For Curling there 
is no logical reason for this level 

  [ SECTOR PROFILE ]

“There are two main 
reasons to hold the 
asset class: firstly their 
historical performance 
track record, and 
secondly the valuations 
they offer”

“Within the investment 
trust space, private equity 
is one of the few areas left 
where you can still find big 
discounts”

In focus

https://www.trustnet.com/factsheets/o/09qp/jupiter-fund-of-investment-trusts-i-acc
https://www.trustnet.com/factsheets/o/09qp/jupiter-fund-of-investment-trusts-i-acc
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PERFORMANCE OF TRUST VS SECTOR AND INDEX OVER 10YRS

of discount, which he argues is a 
hangover from the financial crisis.

“Given how highly leveraged these 
vehicles were, the crisis in 2008 
decimated the sector,” he says. “Many 
private equity companies went bust as 
a result and investors have been wary 
of the sector since then, despite the 
performance that has followed.”

He adds that the fate of Woodford 
Patient Capital has not helped the 
reputation of private equity either. 
While it is not in the IT sector, it holds a 
number of unquoted companies.

Among the private equity trusts held 
by Curling are ICG Enterprise, Princess 

Private Equity, NB Private Equity and 
Oakley Capital which are on discounts 
of between 18 and 28 per cent.

“There is still a lot of value in 
private equity, and in an investment 
trust universe where discounts are 
tight, it stands out as a beacon of 
value,” he adds. “Both NB Private 
Equity and Princess Private Equity 
are also good income options, 
yielding 3.9 and 6 per cent.”

However, he says he is not convinced 
by the idea that private equity funds 
are less correlated to markets than 
other investments, particularly during 
short-term moves.
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The tech play:
HgCapital
More than 80 per cent 
of HgCapital’s portfolio 
is invested in companies 
focused on software and 
technology, with a bias to 
secular growth themes. 
“We believe the long-term 
prospects for HgCapital 
remain strong due to its 

expertise and focus on 
market clusters,” says Elliott. 
However, Winterflood 
removed the trust from its 
recommended list after a 
strong run and re-rating. 
HgCapital has made 254.67 
per cent over the past 10 
years and is on a discount of 
5 per cent. NOTE: HgCapital 
is the owner of FE.

The discount play:
Princess Private Equity
Despite recording share price 
gains of 125.11 per cent and 
372.51 per cent respectively 
over five and 10 years, 
Princess Private Equity’s 
discount has widened to 
16 per cent. Elliott says the 
trust, managed by Partners 
Group, is differentiated from 

its direct equity peers by a 
focus on global mid- and 
small-cap buy-outs, as well as 
a dividend policy that aims to 
pay out between 5 and 8 per 
cent of NAV every year. As 
a result, he says the current 
discount represents an 
attractive entry point, adding 
that its long-term prospects 
remain strong.

The long termer:
Pantheon International
Topping the sector rankings 
over 10 years with gains of 
488.83 per cent is Pantheon 
International, a trust of global 
private equity funds. Despite 
this performance, the trust 
is sitting on a 21.3 per cent 
discount. Winterflood says 
this gap is hard to justify 

given the trust is well placed 
to weather any economic 
downturn and named it on 
its recommended list at the 
start of the year. As at the 
end of August, Pantheon 
International had 55 per cent 
of its portfolio in the US and 
27 per cent in Europe. It has 
ongoing charges of 1.22 per 
cent. 
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Dry powder
Winterflood’s preferred trusts in the 
sector are Standard Life Private Equity 
and Pantheon International. 

“We wondered at the start of the year 
whether the high levels of investment 
activity over the last few years, which 
led to strong returns and a wave of 
fund raising, would be sustainable, 
particularly given evidence of the 
global economy slowing,” says Elliott. 

“From the latest set of company 
results, it is clear that investment 
activity levels are down on previous 
years in general, while pricing of new 
deals remains high. We suspect that this 
will not change in the near future as a 

result of the level of ‘dry powder’ that 
exists across the industry, supported by 
accommodative debt markets.”

As a result, Elliott believes the listed  
private equity sector offers considerable 
value given current discount levels. 

“After a number of years of 
contraction through corporate activity, 
the remaining ongoing funds are 
in good shape, with strong balance 
sheets, low or non-existent gearing and 
modest commitment levels,” he says. 
“In most cases, they have something to 
commend them, be it the strength of 
their investment team, the prospects 
for their portfolio or, in an increasing 
number of cases, their dividend yield.”

Rather than reducing his current 10 
per cent exposure to the asset class, 

Curling says he is more inclined to 
increase his weighting given the 
current stretched valuations in 
broader equity markets at present.

“If you buy something on a 20 per 
cent discount, you are giving yourself 
a big cushion to protect against 
downside risk,” he says. “You are also 
getting exposure to vehicles such as 
Apax Global Alpha which gives you 
access to Apax’s private equity team, 
something normal investors cannot 
hold because of liquidity constraints.”

“From the latest set of company results, it is clear that 
investment activity levels are down on previous years in 
general, while pricing of new deals remains high”

Name 1yr (%) 3yr (%) 5yr (%) 10yr (%)

Pantheon International  7.41 45.91 94.14 488.83

Princess Private Equity  -2.18 42.61 125.11 372.51

HgCapital 18.15 72.47 157.15 254.67

IT Private Equity  2.75 31.55 55.82 175.1

FTSE All Share  2.68 21.69 38.89 121.04

https://www.trustnet.com/factsheets/t/sl05/standard-life-private-equity-trust-plc
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Tech mate:  
The unstoppable rise of fintech

trustnet.comFE TRUSTNET

Sources: Statista, Nucoro, Innovate Finance, Yahoo Finance, Alt-Fi, PwC, Franklin Templeton
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£6.6bn

– estimated share of 
the £1trn UK wealth 
management market 
held by robo-advisers

– expected annual growth 
rate in global assets 

managed by robo-advisers 
between 2018 and 2022

of UK retail 
investors say 

they have 
changed wealth 

management 
services because 
of a poor digital 

experience

– expected 
increase in value of 
mobile payments 
in the US between 

2016 and 2021

– number of 
“unicorns” – privately 
held start-ups valued 
at more than $1bn – in 
London, more than 
any other European 
city 

– investment in 
London fintech in 

2019 – the highest of 
any global city

– value of fintech to  
UK economy 

£1.6bn

38.2%

Fintech 
accounted 
for 63% of 

investments 
into the US 

financial 
industry in 

2018
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Should I stay 
or  should  
I go?

With Hargreaves Lansdown cutting 
its exit charges, John Blowers asks 
if existing users should consider 
switching to a different platform 

W ith around 1.2 million 
clients, Hargreaves 
Lansdown dominates 
the UK platform market 

and it is unlikely you will have missed 
the news that it has recently simplified 
– and reduced – its charges.

The “star reduction” is the removal 
of the unpopular exit fee and 
account-closure charge which act 
as a significant barrier to moving to 
another platform or broker.

This unprompted generosity is 
expected to cost Hargreaves around 
£3m in lost revenue, but in reality, the 
platform will barely notice this hit, 
such is its scale and profitability.

Some commentators have speculated 
it was about time the country’s most 
expensive platform brought its pricing 

FE TRUSTNET
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in line with the competition, but it is 
more likely that its generosity is being 
driven by two factors:

• The Financial Conduct Authority has 
declared war on exit fees and this 
was the most notable fee reduction 
in Hargreaves’ announcement

• Hargreaves has been embroiled in Neil 
Woodford’s fall from grace, retaining 
his funds on its best-buy list long after 
performance merited removal 

It looks like Hargreaves jumped 
before it was pushed into dropping 
exit fees in an attempt to generate 

some positive PR in a year it will be 
keen to forget.

Several competitors had already taken 
this step and the regulator is keen to 
see barriers to free movement between 
platforms removed so people don’t feel 

It looks like Hargreaves jumped before it was pushed 
into dropping exit fees in an attempt to generate some 
positive PR in a year it will be keen to forget
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trapped in a service that is expensive or 
inappropriate for their needs.

I had a quick tot-up of my 
investments, working out that if I 
held them at Hargreaves before the 
exit fees were dropped, it would have 
cost me £1,030 to move to another 
platform at £25 per holding plus a 
£25 + VAT account closure fee. 

Hargreaves removed the following 
fees too, so they are now free of charge:

• £12.50 internal stock-transfer fee 
• £75 plus VAT GAD (government 

actuarial department) calculation 
fee on pensions  

• £25 fee to transfer a nominee 
shareholding to a certificate

• £35 cash-transfer fee       
• £295 plus VAT early account-

closure fee on drawdown plans      
• Charge to reinvest fund income of 

1 per cent of trade value (minimum 
£1, maximum £10) 

The regulator is keen to see barriers to free movement 
between platforms removed so people don’t feel 
trapped in a service that is expensive or inappropriate 
for their needs

competitor of Hargreaves and one of the 
very few chinks in its marketing armour 
was its pricing. The 0.45 per cent 
headline platform fee is just too high 
compared with the industry average of 
closer to 0.25 per cent.

And while investment performance 
can never be guaranteed, charges are 
and over the longer term, they have a 
habit of adding up. Which brings me 
to the point of this article. 

If you are a Hargreaves customer, 
should you up sticks and leave it 
now that the exit charges have been 
removed? Or should you appreciate 
the increased value that Hargreaves 
now offers?

Finally, if you’re using another 
platform, should you consider 
switching over?

All of these questions do not have a 
simple answer, for two key reasons:

 
• Platforms still make it difficult to 

compare their overall costs, because 
they have different pricing  
strategies

• Every investor’s individual 
circumstances are different and 
command differing fees for different 
types of behaviour

Apples with apples
I still believe that, despite their 
protests to the contrary, platforms try 
to confuse people with their pricing. It 
just isn’t clear, easy to understand or 
easy to compare.

• £1.50 per fund charge to sell funds 
in order to pay outstanding fees

Admittedly, these charges are 
rarely encountered on a month-to-
month basis but will add up over the 
investment lifecycle.

The key charge to focus on is the 
headline platform fee, which remains 
unchanged at 0.45 per cent.

Horses for courses
There are two types of platform 
investor in the UK: the highly 
vociferous “Hargreaves basher”, 
whether they are an IFA or customer 
of one of Hargreaves’ competitors. 
They’re always banging on about cost.

Then there is the “silent majority” 
who are customers of Hargreaves – all 
1.2 million of them, or around 50 per 
cent of the private investor platform 
market. These people often mention 
the word “value”.

I guess I have always been a basher. 
Probably because, until recently, I ran a 

FE TRUSTNET

Portfolio size Hargreaves Lansdown Interactive Investor

£10,000 £45 £119.88

£50,000 £225 £119.88

£100,000 £450 £119.88

£250,000 £1,125 £119.88

ANNUAL CHARGES ON PORTFOLIOS OF FUNDS

Source:  Platforms’ own websites

Showing platform fee costs only
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Pricing variables include: 

• Headline platform fee – as a 
percentage of the value of your 
portfolio

• Headline platform fee – as a fixed sum 
per month, quarter or year

• Different accounts with different 
charges (for example SIPP, ISA or 
dealing account)

• Costs for share trading (buy and sell)
• Costs for fund dealing (buy and sell)
• Regular investment dealing costs
• Dividend reinvestment
• Costs for ISA and SIPP administration
• Interest paid on cash
• Drawdown costs

All of the platforms have different 
ways of baking up these charges 
into their own overall fee “recipe” 
and it is dependent on your own 
circumstances, such as how often 
you trade, the size of your portfolio, 
whether you are accumulating or in 
drawdown and so on. 

I still believe that, despite their protests to the contrary, 
platforms try to confuse people with their pricing. It just 
isn’t clear, easy to understand or easy to compare

For example, a relatively new 
investor putting small amounts 
of money into an ISA each month 
may find Hargreaves is the cheapest 
option, because their portfolio is so 
small – say £5,000 – that a 0.45 per 
cent per annum platform fee with no 
buying charges makes it economical 
at £22.50 a year. Interactive Investor 
with its fixed cost model of £9.99 per 
month would cost them £119.88.

Someone with £249,000 would 
be paying £1,120.50 per annum in 
platform fees to Hargreaves and the 
same £119.88 to Interactive Investor (ii). 

Changing circumstances
If you are a long-term customer of 
Hargreaves and joined when you had 
a relatively small portfolio, it may be 
worth seeing how much you’re really 
paying compared with the opposition, 
particularly if your investments are 
worth a lot more now.

The many cost variables and 
charging styles make it complex 
enough before you consider the fact 
your portfolio is constantly changing.

Value, not price
Hargreaves is one of the most expensive 
percentage-based charging platforms in 
the UK, so if you have a larger portfolio, 
regardless of the peripheral charges 
it has just axed, it will be taking nigh 
on half a per cent of your investments 
from you each and every year.

However, it does offer what is widely 
regarded as the best service in the 
market and it is the only platform that 

Useful resources
• If you are considering 

moving platforms, it is 
worth carrying out a little 
research beforehand, 
particularly as there is 
such a diverse range of 
options to suit every type 
of investor 

• Justin Modray’s Compare 
Fund Platforms website 
helps you to select from 18 
platforms based on your 
specific needs. It also has a 
useful calculator

• Another useful website, 
Monevator, offers some 
valuable advice on 
selecting a platform

• The Lang Cat is another 
gem of a website, 
containing a wealth of 
insights on platform 
investing for private 
investors, including 
a range of useful 
guides and cost “heat 
maps” written in an 
approachable style

• Remember, it’s not all 
about cost. Try out the 
websites first and see if 
you’re comfortable with 
the language, style, user 
experience, information and 
tools

• Often, smart investors 
try out a new platform 
with an ISA account first, 
just to get a feel for it. 
If it works out, you can 
consolidate your remaining 
investments down the line

The relatively new investor with 
£5,000 may well have been on the 
right platform when they started 
investing, but their portfolio is likely 
to have grown over time and its 
charges with it.

Just because your portfolio rises 
in value, the cost of administering it 
doesn’t, thanks to modern technology.

So, percentage-based charging 
models will carry on taking more in 
charges as your portfolio is added to 
and (hopefully) grows.
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has negotiated extra discounts from 
some fund managers – which it passes 
on to customers.

It has an excellent website and high-
quality research, tools and data.

As a company, it is also now 
bigger than British Airways parent 
IAG, Standard Life Aberdeen and 
Whitbread, so it ticks the box as a safe 
haven for your life savings.

Many will argue that these aspects of 
the Hargreaves package are worth the 
fees and they may have a point.

But I return to the fact that if you 
compare Hargreaves and Interactive 
Investor on platform fees there are big 
differences that dwarf some of the ad 
hoc charges that have been abolished.

If you think the service, discounts 
and financial strength of Hargreaves 
are worth £1,000 each year, I respect 
your decision. To some people it 
makes sense and we are talking about 
value here, not just cost. A Ferrari 
costs a lot more than a Hyundai.

Prison gates
Competitors of Hargreaves will claim 
they too offer a great service and have 
every ounce of the financial strength/
protection that Hargreaves offers.

For all Hargreaves clients, the prison 
gates are now unlocked, and you can 
leave free of charge. So, should you?

On a purely commercial basis, if your 
portfolio is worth six figures, then you 
are paying a lot more than you would 
for a similar competitor.

If you value the additional quality, 
service, comfort and discounts that 
Hargreaves offers and are prepared to 
pay its premium, then stay.

Just remember compounding works 
in reverse as well and the money you 
pay in charges will not grow like the 
rest of your investments. 

For early stage and smaller investors, 
Hargreaves makes a lot of sense, but 
for those who are more experienced, 
it may be time to look for an 
alternative home for your 
money.

Walking away is easy
Finally, the process of transferring 
your investments between platforms 
has become a lot quicker, with most 
providers now subscribed to fully 
electronic technology.

This means your holdings should 
be transferred to a new provider in a 
few days rather than the weeks and 
months it took a few years ago.

Many platforms also offer cash-back 
offers to attract business, sometimes 

thousands of pounds, so it is 
worth shopping around. 

For early stage and smaller investors, Hargreaves  
makes a lot of sense, but for those who are more 
experienced, it may be time to look for an alternative 
home for your money

FE TRUSTNET
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We look for signs that a 
company can improve 
return on capital with 
a management team 
grabbing the proverbial bull 
by the horns

The silent 
revolution

Polar Capital UK Value 
Opportunities’ George Godber 
and Georgina Hamilton say 
technological innovation is being 
used to gain an edge in unexpected 
areas of the small-cap market 

O ne of the most difficult calls 
for an investor to make at 
the moment is whether a 

company’s return on invested capital 
can be maintained and increased 
in the medium to longer term. 
This is because macro factors are 
dominating investment, casting 
shadows over fundamentals.

Speedy Hire is the larg-
est construction equip-
ment rental company 
in the UK. While the leas-
ing of cement mixers and 
lighting towers may not be 
the first place to look for a 
technological revolution, 
the results of innovation 
are starting to show. Since 

2016 when the company 
began investing in arti-
ficial intelligence to im-
prove asset utilisation and 
customer service, return 
on capital employed has 
jumped from 3.2 per cent 
to 12.8 per cent. In the past 
year alone, the company 
has increased revenue 
from small- and medium-
sized customers by about 
25 per cent. 

Trifast is aiming to be-
come the world’s leading 
manufacturer of screws 
and fastenings. To help 
meet this target, the man-
agement has undertaken a 
technology-focused invest-
ment programme called 
Project Atlas which should 
allow it to operate more ef-

ficiently and better service 
its customers. The early 
signs are encouraging, with 
the company’s full-year 
numbers reporting 5 per 
cent growth in revenue 
from auto companies over a 
period when this sector was 
down. Taking market share 
in a tough market is a good 
sign the company is doing 
something different and 
better than its competition. 

IG Design is a global 
business focused on 
unique printing and 
product design. The com-
pany is currently the largest 
manufacturer of not-for-
resale paper and biode-
gradable bags in the UK, 
which it is hoped will help 
wean shoppers off plastic 

bags. It has invested in five 
state-of-the-art printing 
presses that are allowing it 
to take significant market 
share. These presses print 
at more than 70 miles an 
hour and operate more ef-
ficiently than those used by 
the competition. The past 
full year’s numbers show 
the company demonstrated 
organic growth of 9.8 per 
cent. 

We look for signs a company can 
improve return on capital, with a 
management team grabbing the 
proverbial bull by the horns. Insights 
can be gained by understanding 
how management is investing in 
the business and the paybacks it 
is achieving, as well as how it is 
embracing technology in a world 
driven by innovation. 

Below are three examples of where 
technological innovation is being 
used to gain a competitive edge in 
areas where it is least expected.  
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Tony Lawrence is 
a senior investment 
manager at 7IM

We believe that a blended strategy 
is better suited to accessing the full 
opportunity-set that this diverse and 
expansive universe has to offer

International Monetary 
Fund (IMF), where 
he dealt specifically 
with emerging market 
economies.

Barings Emerging 
Markets Debt Blended 
Total Return adopts 
a flexible approach, 
with an active foreign 
exchange (FX) overlay. 
It can use derivatives 
to either hedge or 
take advantage of 
currency movements. 
Corporate debt is fully 
underwritten by a 
well-resourced credit 
research team.

This means Adrogué 
and the team have 
the freedom to take 
the best ideas from all 

their underlying areas 
of expertise, feeding 
into an impressive 
blended product, with a 
meticulous focus on risk 
management. 

Perfect sense
We believe that a blended 
strategy is better suited 
to accessing the full 
opportunity-set that this 
diverse and expansive 
universe has to offer. It 
is difficult for an asset 
allocator to be positioned 
in the most efficient 
way when you are not 
living and breathing the 
developments in this 
vast array of markets and 
economies; delegating 
this allocation decision 

Barings Emerging 
Markets Debt Blended 
Total Return

7IM’s Tony Lawrence says delegating asset-allocation decisions 
makes perfect sense in areas such as emerging market debt “where 
you are not living and breathing the developments”

B onds have 
recently 
reminded us why 

they are a core allocation 
in most portfolios; 
yields have fallen like a 
stone across developed 
markets, creating capital 
gains and mitigating 
an increase in equity 
volatility right on cue. 
But with global yields 
returning to wafer-thin 
levels, this has again 
raised questions about 
the extent to which bonds 
can protect against the 
downside, challenging 
the thesis that you need 
to have a core allocation 
to this asset class.

While we agree bonds 
still have a role to play, 

you need to pick your 
spots and fully consider 
the role this allocation 
will fulfil. This has led us 
to look more closely at 
emerging market debt, 
where there are still 
opportunities to find 
attractive yields per unit 
of risk, with appealing 
fundamentals such 
as subdued inflation 
and healthy economic 
growth. 

As such, we have 
recently increased our 
exposure to the asset 
class, favouring a 50/50 
blend between hard and 
local currency issues, via 
the Barings Emerging 
Markets Debt Blended 
Total Return fund. 

We have invested with 
the Barings emerging 
markets debt team 
since October 2016 and 
provided early-stage 
capital for its Emerging 
Markets Local Debt 
offering. We know the 
team well and have been 
equally impressed by the 
track records of the other 
products in its suite, 
such as its US dollar 
sovereign debt fund.  

A previous life
Ricardo Adrogué, who 
heads up the team, has 
a wealth of experience 
from his time as a 
fund manager and in 
a previous life as an 
influential member of the 

to an experienced and 
well-resourced team 
makes perfect sense.

This fund is a highly 
complementary strategy 
for our portfolios and 
supports our view that 
emerging market debt 
will deliver significant 
value in the long run. 




