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Abbreviations and Common Terms
Common Abbreviations
CMA
DB
DC
FCA
FM
IC
MT
PSRN
TPR

Competition and Markets Authority
Defined Benefit
Defined Contribution
Financial Conduct Authority
Fiduciary Management
Investment Consultancy
Master Trust
Pension Scheme Registry Number
The Pensions Regulator

Common Terms
Actuary

A professional adviser able to conduct an actuarial valuation, and to advise
on policy issues. DB schemes are required to have a named scheme
actuary appointed by the trustees or managers of the occupational pension
scheme.

Defined Benefit (DB)
pension scheme

An occupational pension scheme in which the benefits are defined in the
scheme rules and accrue independently of the contributions payable and
investment returns. Most commonly, the benefits are related to members'
earnings when leaving the scheme or retiring, and the length of
pensionable service. Also known as 'final salary' or 'salary-related' scheme.

Defined Contribution
An occupational pension scheme in which a member's benefits are
(DC) pension scheme determined by the value of the pension fund at retirement. The fund, in turn,
is determined by the contributions paid into it in respect of that member,
and any investment returns. Also known as 'money purchase' scheme.
Dual Section

A dual-section scheme has two sections, one offering Defined Contribution
(DC) benefits, and the other offering Defined Benefit (DB) benefits. In other
words, scheme members for each section are separate.

Fiduciary
Management (FM)

The provision of a service to institutional investors where the provider
makes and implements decisions for the investor based on the investor’s
investment strategy in the UK. This service may include responsibility for all
or some of the investor’s assets and may include, but is not limited to,
responsibility for asset allocation and fund/manager selection.

Hybrid pension
scheme

An occupational pension scheme which combines elements of Defined
Benefit (DB) and Defined Contribution (DC) schemes.

Institutional Investors

Legal entities invested in funds or mandates, including pension schemes,
charities, insurance companies, and endowment funds.

Investment
Consultancy (IC)

The provision of advice in relation to strategic asset allocation, manager
selection, fiduciary management and to employers in the UK.

Largest three
providers

For the purposes of this research, Aon Hewitt, Mercer and Willis Towers
Watson (WTW) are collectively referred to by the CMA as the ‘three largest
providers of IC and FM services’ (later abbreviated to ‘three largest
providers’), based on 2016 revenues.

Master Trust (MT)

An occupational pension scheme established by declaration of trust which
is, or has been, promoted to provide benefits to employees of employers
which are not connected and where each employer group is not included in
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a separate section with its own trustees. For this purpose, employers are
connected if they are part of the same group of companies (including
partially owned subsidiaries and joint ventures).
Mixed Benefit

A type of Hybrid pension scheme which offers one set of benefits which has
elements of both Defined Benefit (DB) and Defined Contribution (DC)
schemes, such as a DC scheme with an underpin on a DB basis. In other
words, an individual scheme member may draw both types of benefits.

Pension Scheme
Registry Number
(PSRN)

All pension schemes registered with TPR are given an eight-digit Pension
Scheme Reference Number for identification of the scheme to government,
and for the recording of data regarding the scheme.

Scheme size

Defined for the purposes of this scheme as:
Small scheme – a pension scheme with 12 to 99 scheme members
Medium scheme – a pension scheme with 100 to 999 scheme members
Large scheme – a pension scheme with 1000 or more scheme member

Trustee

For the purposes of this research (although trustees exist in other contexts),
a member of a pension scheme trustee board.

Trustee Board

For the purposes of this research, the governing body of a trust-based
occupational pension scheme of any type. The trustee board has
responsibility for the investment of the funds of the scheme and payment of
benefits to members.
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Executive Summary
Background
On 14th September 2017, the Financial Conduct Authority (FCA) made a reference to the CMA for a
market investigation into the supply and acquisition of investment consultancy (IC) services and
fiduciary management (FM) services to and by institutional investors and employers in the UK. IC
services and FM services are typically purchased by the trustee boards of occupational pension
schemes, in order to assist them in administering the affairs of the pension scheme.
Investment Consultancy (IC) services in the context of this research means the provision of advisory
services to institutional investors, including in relation to strategic asset allocation, manager selection,
and fiduciary management. Fiduciary Management (FM) services are defined here as the provision of
services, where the provider makes and implements decisions for the institutional investor based on
their investment strategy. The central difference between these two services, which may be offered
as products by the same organisation, is that an IC service is an advisory service, while an FM
service involves both making and implementing decisions on behalf of the trustee board.
The CMA market investigations are required to be based on robust and impartial evidence. Early in
the investigation, the CMA identified a need for further evidence regarding the opinions and
experiences of the occupational pension scheme trustee boards which form the principal group of
buyers for these services.
The CMA required research which explores:
•

How trustees purchase advice, monitor and switch between IC providers;

•

How the use of FM providers arises, and how those providers are monitored;

•

Trustees’ motivations for purchasing, monitoring and switching IC provider and FM provider;

•

Trustees’ attitudes toward providers of IC services and FM services, and the perceived
extent of any problems and potential conflicts of interest there might be in the market.

This report outlines the findings of the resulting research, which centred on a large-scale telephone
survey of trustees. Other outputs from the research included a dataset and data tables, to be used by
the CMA for further analysis. A separate technical appendix has also been produced; this provides an
in-depth view of the methodology used for the research, and provides copies of research materials.

Methodology
Sampling
The sample scope, as discussed in Chapter 1 and the Technical Appendix (Section A), consisted of
the trustee boards of UK occupational pension schemes with 12 or more scheme members, excluding
those with no trustee board or managed in the public sector.
Data regarding all pension schemes in scope was supplied by The Pensions Regulator (TPR), the
regulator of workplace pension schemes in the UK. TPR requires pension schemes to provide it with
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certain information regarding the scheme, its members and its trustees. TPR were able to supply
details of all 7,102 pension schemes in scope for the research, although usable contact details were
not available for 17% of schemes (see Technical Appendix, Section A).
Given the small number of pension schemes within the sampling frame, and the need to obtain a
dataset of a size sufficient to allow analysis of the complexity required for the inquiry, a census
approach was taken to sampling. All 5,905 pension schemes in scope with valid contact details
included and given equal priority in sampling. To maximise the quantity and quality of responses from
trustee boards, the data provided regarding pension schemes in scope was processed to locate the
trustee contact most likely to be able to speak about investment matters on behalf of the trustee
board (targeting in the first instance the chair of trustees), and to prioritise additional potential
contacts should that initial contact prove to be unsuitable or unavailable.
Only trustees were spoken to for the research, and only if they were happy to represent their trustee
board, as detailed in Chapter 1 and the Technical Appendix (Section A).
Questionnaire Design
The questionnaire was designed in a collaborative, iterative process by the CMA and IFF Research.
The survey was consulted upon with relevant stakeholders, including TPR and parties to the
investigation. The survey was designed to be as accessible as possible, given the subject matter, to
pension trustees with a lower level of expertise, as well as those with a high level of professional
knowledge of the subject. The survey had a number of questions about respondent and scheme
characteristics, followed by ‘routed’ sections asked depending on the scheme’s use of IC services
and FM services, and concluded with a short section on perceptions of potential conflicts of interest in
the IC market and FM market.
The questionnaire included a complex screening process, designed to ensure that the most
appropriate person was being spoken to. The screener also allowed referrals to be taken to relevant
trustees for whom TPR did not hold names or contact details. It also contained measures to ensure
that the trustee spoken to was able to speak on behalf of the board of trustees for that specific
pension scheme, and had the knowledge of the scheme necessary to take part.
The survey was tested and refined through feedback from five cognitive depth interviews. These
followed a standard format for a cognitive interview, consisting of the full draft questionnaire, followed
by a series of questions designed to assess how the interviewee had experienced the survey, and
explore any areas of possible misunderstanding. The questionnaire was further tested in pilot
fieldwork; the final questionnaire is included in the Technical Appendix (Section F).
Fieldwork
The pilot and mainstage surveys were carried out using a Computer Aided Telephone Interviewing
(CATI) approach, between 9th November 2017 and 5th January 2018. All interviewers were briefed on
the detail of the CMA survey script, as well as the background context regarding the investigation; all
had already received detailed and in-depth training in telephone interviewing at IFF Research.
Fieldwork was monitored by IFF field staff and the project team throughout, and weekly progress
reports provided. As a result, in the final seven working days of fieldwork, large schemes (1000+
members), Master Trusts, DC and Hybrid schemes were prioritised in order to achieve the maximum
number of interviews in these categories, to maximise the usefulness of the dataset for analysis.
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The final questionnaire, including both pilot and mainstage interviews, took an average of 24 minutes
to administer. A total of 966 valid interviews were completed, or a response rate of 20% relative to the
number of records which proved to have valid telephone contact details on calling.
Analysis and Reporting Conventions
Data was examined in detail during and after fieldwork by the team at IFF, and edits made to correct
errors and inconsistencies. Verbatim (open text) responses were also coded into categories to allow
for statistical analysis.
The response rate was found to vary significantly between key sub-groups. Therefore, even though
the survey took a census approach, corrective weighting was required for analysis. A weighting grid of
scheme type by number of scheme members (banded) was derived from the data provided by TPR
regarding pension schemes in the sample scope (which could be used for this purpose because it
included all 7,102 schemes in the sample scope for the research) and applied to the dataset.
The profile of pension schemes and of trustees are presented unweighted, to describe the
characteristics of the respondent group. Unless otherwise stated, all other results are weighted; they
are therefore estimates for the population in scope for the survey and are subject to sampling error,
as described in more detail below and in the Technical Appendix (Section D).
In tables and charts, where a sub-group figure is marked with a star (*) this means that a significant
difference (at p < 0.05) has been detected for this figure, relative to the figure produced for all other
sub-groups combined. Differences reported on in the report text are always significant differences,
unless stated otherwise. Significant difference calculations take full account of the effect of weighting.
For consistency of base sizes, ‘Don’t know’ and ‘Not asked’ 1 responses are included in question
bases throughout, unless otherwise specified. Results produced using base sizes of less than 50 are
redacted from charts and tables, although they may be referred to in the text. Results produced using
a base size of less than 100 are flagged throughout as having a low base size (†). Results with a base
size of less than 25 are reported using unweighted numbers of schemes only, to avoid a misleading
impression being given.
For clarity of reading, colour coding has been used throughout this report, to show results for different
types of pension scheme:
•

Results relating to all schemes in green;

•

Results for DB schemes in magenta;

•

Results for DC schemes in gold;

•

Results for Hybrid schemes in blue;

1 Covering situations where a question should have been asked of a respondent but was not, due to
post-survey coding and edits.
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Throughout this report, unless otherwise stated, pension schemes are divided into three bands by the
total number of scheme members they have:
•

Small: 12 to 99 members;

•

Medium: 100 to 999 members;

•

Large: 1000 or more members.

Profile of pension schemes and trustees
Profile of pension schemes
The occupational pension schemes in scope for the survey consist, in terms of numbers of schemes,
mostly of DB schemes (63%), with fewer DC schemes (21%) and Hybrid (15%) schemes. Only about
a fifth of schemes (21%) have more than 1,000 members. Two thirds of DC schemes have fewer than
100 members (68%).
However, looking at the distribution of scheme members, a quite different picture emerges. Nearly all
scheme members (94%) are found in large schemes with 1,000 or more members, rising further
(98%) among DC schemes. Furthermore, although DB schemes are many in number, they tend to be
relatively small in size. More people (8.5m) are enrolled in DC schemes than DB schemes (6.7m),
even though there are many fewer DC schemes than DB schemes. The vast majority of these people
(98%) are enrolled in the 13% of DC schemes which are large. A further six million (6.0m) are
enrolled in Hybrid schemes, almost as many as in DB schemes.
This distribution is important in the interpretation of results; the situation amongst large schemes is
particularly important to consider when seeking to understand the impact of an issue on scheme
members.
Profile of trustees
About half of trustees taking part in the survey were employer-appointed (47%); a fifth were membernominated (19%), a sixth (17%) were professional trustees, and an eighth (13%) were corporate
trustees. All had agreed to take part as a representative of the whole board of trustees.
A third (35%) of the trustees interviewed were trustees of more than one scheme. On average, these
trustees were trustees for three schemes other than the scheme they were answering on behalf of.
Professional trustees were more likely than all other types of trustee to be a trustee of more than one
scheme (89%) and, on average, were trustees for 16 other schemes.
Two thirds (67%) of interviewees were the Chair of the board of trustees for the scheme they were
answering on behalf of. Just over a fifth of schemes interviewed (21%) had an investment subcommittee. A fifth (19%) of the trustees interviewed sat on the investment sub-committee of the
scheme they were answering on behalf of. Therefore, where an investment sub-committee existed, in
87% of cases the interviewee sat on that committee.
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Using IC services and FM services
Using IC
Almost three quarters (73%) of pension schemes are currently buying IC services. There is, though,
considerable variation by type and size of pension scheme, with IC service usage more than twice as
likely amongst Hybrid and DB pension schemes than amongst DC pension schemes (87% and 82%
respectively compared with 38%). Over nine in ten large pension schemes use IC services (94%), as
do just under nine in ten medium sized schemes (87%). Smaller pension schemes are much less
likely to use IC services, but still around half (49%) do so. Around three in ten (27%) of pension
schemes that use IC services buy them from one of the three largest providers of IC and FM
services. 23
Using FM
Around a quarter (26%) of pension schemes use FM services. Medium sized pension schemes are
more likely to buy FM services than their larger counterparts (35% compared with 26%). Smaller
pension schemes are less likely to buy FM services; about a fifth (18%) do so. Around a quarter
(23%) of pension schemes that use FM services buy services from one of the three largest providers
of IC and FM services. 4
Links between using IC services and using FM services
Overall, almost a quarter of pension schemes (23%) are currently buying both IC services and FM
services. Trustee boards of Hybrid and DB schemes are almost three times as likely to use both IC
services and FM services than trustee boards of DC schemes are (29% and 26% respectively
compared with only 10%).
Trustee boards rarely buy FM services without buying IC (3%), but often buy IC services without
buying FM services (49%). About a seventh (22%) do not buy either IC services or FM services for
their scheme.
Overall, 70% of schemes that use both IC services and FM services, say that they use the same
provider for these services. 5 Furthermore, 64% have the same main provider, that is, the provider
they spend the most money with for both IC services and FM services. Further investigation shows
that in 94% of cases, those schemes with the same main provider have no other provider at all, either
for IC services (94%) or FM services (97%). This means that more than half (60%) of those schemes
buying both IC services and FM services are reliant on a single company in these matters.
Importance and Satisfaction with IC services and FM services
Trustees generally considered their IC services and FM services to be important to the scheme, and
they tended to be ‘very satisfied’ or satisfied with them.
Around three quarters of trustee boards buying IC services (76%) consider those services to be ‘very
important’; almost all of the remainder consider the services to be ‘fairly important’ (21%). Large

This includes both the pension scheme’s main and other providers.
Aon Hewitt, Mercer and Willis Towers Watson (WTW) are collectively referred to by the CMA as the
‘three largest providers of IC and FM services’, based on 2016 revenues.
4 This includes both the pension scheme’s main and other providers.
5 This includes both the pension scheme’s main and other providers.
2
3
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pension schemes (either in terms of membership or value of assets under management) are more
likely than small pension schemes to consider the IC services they purchase to be ‘very important’ in
meeting their objectives.
Over half of trustee boards using IC services (57%) are ‘very satisfied’ with them, and almost all of the
remainder are ‘fairly satisfied’ (38%). Trustee boards of DB pension schemes are more likely to be
‘very satisfied’ with their main IC provider (59%) than other types of scheme. This compares to 50%
of DC schemes and 51% of Hybrid schemes.
Around three quarters of trustee boards buying FM services (75%) consider those services to be ‘very
important’, and almost all of the remainder consider the services to be ‘fairly important’ (22%). Over
half of trustee boards using FM services (59%) are ‘very satisfied’ with them, and almost all of the
remainder are ‘fairly satisfied’ (36%).
Services bought from IC providers
Trustee boards buy a fairly consistent set of services from their main IC provider, most often strategic
asset allocation advice, and asset manager selection advice (91% and 88% of those using IC
services respectively). It is also very common to buy reporting and operational services (79%), and
advice on setting pension scheme objectives (79%).
Trustee boards with the same main provider for both IC services and FM services are more likely to
use a large number of IC advisory services.
Over three quarters of pension schemes that buy IC services also buy other types of services, which
would not fall within the IC services remit, from their main IC provider (77%), most commonly actuarial
services and scheme administration (55% and 52% respectively). Medium sized schemes were
particularly likely to use services outside the IC service remit from the same provider.
Activities delegated to FM providers
Again, trustee boards buy a fairly consistent set of services from their main FM provider, most
frequently reporting and operational services (84%), asset manager selection (79%), dynamic asset
allocation (77%), implementation of de-risking strategies (76%) and strategic asset allocation (74%).
Reasons for purchasing IC services and FM services
Generally speaking, trustee boards buying IC services are far more concerned about bringing in
expertise (85%) than they are about increasing investment returns (49%), and especially compared
with reducing time pressures on trustees (19%). Taken together, the reasons given suggest most
trustees buy IC services out of caution, although there is a significant minority of trustee boards for
whom the emphasis is on cutting costs or saving time.
Trustee boards buying FM services are far more concerned about bringing in expertise (84%) than
they are about increasing investment returns (54%). Most boards appear to buy FM services out of
caution, although more than a third of trustee boards (37%) stated that they were at least partly
motivated by saving trustee time.
Looking at reasons for not purchasing IC services and FM services, these related mostly to scheme
circumstances or a scepticism that better outcomes would result; concerns about potential conflicts of
interest affect very few (4% of those who had made the decision not to buy FM services).
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Monitoring IC and FM providers
In general, trustee boards using IC services say they find it ‘very easy’ to monitor performance of their
main IC provider, especially overall investment performance (64%); just under half (45%) find it ‘very
easy’ to monitor overall quality of service. Generally, third party fees are considered to be less easy to
monitor; 34% of IC services users describe monitoring third party fees as ‘very easy’.
Just under half (46%) of trustee boards using FM services find it ‘very easy’ to monitor the overall
quality of service from their main FM provider. Third party fees are considered less easy to monitor;
about a quarter (26%) of FM services users describe monitoring third party fees as ‘very easy’.
Trustees were read out a list of common ways of monitoring IC providers, and asked which they have
used in the last three years; for the majority of schemes, monitoring appears routine. On average, IC
services users say they have used 2.2 of the methods listed in the last three years to monitor their
main IC provider. External monitoring of IC providers is rare; 10% of IC service users have
commissioned an external assessment of fees in the last three years, for example.
Trustee boards using FM services were also read out a list of common ways of monitoring their main
FM provider, and asked which they have used in the last three years. On average, FM services users
said they have used 1.8 of these methods in the list three years to monitor their main FM provider.
External monitoring of FM providers is rare; 14% of FM services users have commissioned an
external assessment of fees in the last three years, for example.
It is important to note that around a third of trustee boards using FM services (34%) had carried out
none of the types of monitoring asked about in the last three years. While this group does not
represent a majority of users of FM services, they are nevertheless significant in number.
Furthermore, these trustee boards’ attitudes regarding ease of monitoring their main FM provider do
not differ substantially from those of other trustee boards. Of those carrying out none of these forms
of monitoring on their main FM provider, 34% said it was ‘very easy’ to monitor the main FM provider,
compared with 46% overall.
Similarly, a fifth of trustee boards using IC services (18%) had carried out none of the types of
monitoring asked about in the last three years. Notably, this significant minority of trustee boards do
not differ in their attitudes regarding ease of monitoring their main IC provider; 48% said it was ‘very
easy’ to monitor their main IC provider, compared with 45% overall.
Smaller pension schemes are much less likely to have challenged their main IC provider to improve
their terms; only 41% had done so compared with 74% of large schemes and 57% of medium
schemes. Larger schemes are generally more likely to have undertaken a wider range of action, with
76% of large schemes and 63% of medium schemes undertaking two or more of the actions listed
compared with 46% of small schemes.

Switching and tendering for an IC provider and/or FM provider
Length of time with the current provider
Schemes which use IC services have been with their current main IC provider for eight years on
average; about two thirds (65%) have had the same main IC provider for five or more years. On
average trustee boards using FM services have used the same main FM provider for seven years.
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Frequency of switching or tendering for a new provider
A quarter of schemes purchasing IC services (27%) have switched their main IC provider in the last
five years, while a further seventh (14%) tendered but did not switch. Those who purchase IC
services from one of the three largest providers are much less likely to have switched main provider in
the last five years compared with those not using the three largest providers (15% vs 32%). 6 Of those
who switched main IC provider in the last five years, nearly half say they found the process ‘very
easy’ (47%) and a third (35%) found the process ‘fairly easy’.
Trustee boards with an FM provider are much less likely to have switched their main FM provider
(17% in the last five years) than their main IC provider (33% in the last five years). These trustee
boards that use FM services are also significantly less likely to have switched their main IC provider
than those trustee boards who do not use FM services (25% in the last five years).
Most of those who have not recently switched say they are happy with their current provider (75%);
difficulties with time, effort and cost of switching are less likely to be a factor (11%).
Switching process
Most commonly, trustee boards request and receive submissions from three providers for IC services;
the most common number of submissions from potential providers received is also three, and the
distribution of responses is very similar. This suggests that potential providers who are asked to
submit a tender or proposal generally do so.
Just under a third of trustee boards (31%) that switch their main IC provider or run a tender process
choose to use a third-party advisor. More than four fifths of trustee boards ask for written submissions
and hold interviews (89%) while a similar number (83%) hold interviews with potential providers.
Fewer trustee boards ask for modelling to be undertaken (44%) or attend or host site visits (35%).
One third of trustee boards purchasing IC services (31%) say they find the overall quality of each
proposal ‘very easy’ to judge, and half (51%) found it ‘fairly easy’.
Respondents were asked what, if anything, would make it easier to identify the best investment
consultancy for the scheme; the most frequent suggestion (made spontaneously by 11% of schemes
who ran a tender or proposal exercise) was a standardised benchmark or proposal format.

6

This includes both the pension scheme’s main and other providers.
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First purchasing FM services
The initial decision
Those survey respondents whose scheme used FM services were asked to recall who, if anyone, first
prompted the trustee board to buy FM services for their pension scheme. Two fifths (41%) did not
know who first prompted the scheme to consider the idea 7. One quarter of trustee boards (25%, or
42% excluding don’t know responses from the base) say that the main person prompting the initial
purchase of FM services was a trustee. The existing IC provider was the first prompt for some trustee
boards, but not for a majority (20% prompted, or 28% excluding don’t know responses). The employer
or scheme sponsor was less important (10%, or 17% excluding don’t know responses).
More than a quarter (28%, or 45% excluding don’t know responses from the base) of those who buy
FM services from one of the three largest providers 8 say that purchasing FM services was initially
prompted by their investment consultant at the time, compared with one in eight who only buy FM
services from other providers (12%, or 21% excluding don’t know responses). It is worth noting that
the three largest providers are more likely to work with large pension schemes, who may have a
greater requirement for FM than small schemes. Those schemes which currently use the same
provider for their IC services and FM services 9 are no more likely than others (22% vs. 21%, or 30%
vs. 24% excluding don’t know responses) to say that their IC provider at the time was the prompt to
purchase FM services.
Among those who purchased FM services without the involvement of a third party (third party defined
here to exclude the IC provider at the time), a third (30%, or 46% excluding don’t know responses)
said that the IC provider was the main prompt to purchase FM services, compared with half that level
(15%, or 18% excluding don’t know responses) who did involve a third party. This suggests that
where an IC provider does motivate the purchase of FM services, third-party advice may be less likely
to be used in the subsequent purchasing process.
The IC role in practice
Taking into account both schemes with an IC provider who currently purchase FM services and
schemes with an IC provider who do not, about a fifth of schemes (19%) say that their IC provider has
at some point suggested that they might consider using an FM service. Of this group, three quarters
(76%) say that the IC provider mentioned their own service at the time. Just under half (45%) are
reported to have mentioned other FM providers; slightly fewer (38%) were reported to mention their
own FM service but not to mention other FM providers or a third-party evaluator. In total a fifth (20%)
suggested using a third-party evaluator.
Buying from the existing IC provider
Among those able to remember the original process of buying FM, about half (51% 10) say that they
currently use an FM provider that was their IC provider at the time of appointment. However, among

It should be remembered that the purchase of FM may have taken place many years previously,
and there is a turnover of trustees in many pension schemes.
8 This includes both the pension scheme’s main and other providers.
9 This includes both the pension scheme’s main and other providers.
10 This is equivalent to 39% of all pension schemes using FM services, including those who were
unable to remember the process of first buying FM, for example due to turnover in trustees.
7
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the same group, two thirds (65% 11) say that they currently purchase IC services and FM services
from the same provider. 12 The research is unable to determine the reasons for this difference,
although, for example, this situation could arise if a trustee board had initially bought (or later
switched) IC services and FM services simultaneously. Alternatively, they might buy FM services from
a new provider and subsequently switch IC services to this provider.
Purchasing process
Among those able to remember the process, about three fifths (61%, amounting to 44% of all who
buy FM services) say they had some form of third party involvement in the process overall, most
commonly in the form of advice.
Trustee boards are generally positive regarding their ability to assess proposals for a first supplier of
FM services; 20% felt that overall quality of each proposal was ‘very easy’ to assess, and 64% felt it
was ‘fairly easy’ to assess.

Potential conflicts of interest
Perceptions of potential conflicts of interest
Representatives of trustee boards taking part in the survey were asked a series of four questions
regarding specific potential conflicts of interest identified by the CMA in the early stages of the market
investigation. They were asked to consider whether each of the four following factors were a problem
for the market as a whole (rather than for their specific provider of IC services and/or FM services):
•

Investment consultants using their position to steer clients into their own fiduciary
management services

•

Business relationships with asset managers affecting the independence of investment
consultants or fiduciary managers

•

Receipt of gifts and hospitality from asset managers affecting the independence of
investment consultants or fiduciary managers

•

Fiduciary management providers investing scheme funds with their own asset managers or
investment products

Nearly a third (30%) of trustee boards say that ‘Investment consultants using their position to steer
clients into their own fiduciary management services’ is ‘a problem, and more should be done to
address it’. About a quarter (26%) of trustee boards say the same regarding ‘Fiduciary management
providers investing scheme funds with their own asset managers or investment products’, and about
one fifth (19%) say the same regarding ‘Business relationships with asset managers affecting the
independence of investment consultants or fiduciary managers’. Finally, one seventh (14%) say the

This is equivalent to 62% of all pension schemes using FM services, including those who were
unable to remember the process of first buying FM, for example due to turnover in trustees, and also
those who do not currently have any IC provider. To allow comparison this latter group of pension
schemes are counted, for the purpose of this comparison only, as not having the same provider.
12 This includes both the pension scheme’s main and other providers.
11

| Page 18 of 79

The market for Investment Consultancy services and Fiduciary Management services: experiences
and views of pension scheme trustees

same regarding ‘Receipt of gifts and hospitality from asset managers affecting the independence of
investment consultants or fiduciary managers’.
In total, around two fifths (42%) of all respondents believe that at least one of the issues mentioned
above is ‘a problem and more should be done about it’ 13.
There are significant differences here depending on the type of scheme or the specific type of trustee
responding to the survey. More than half of trustee boards of large schemes (54%) consider at least
one of the four issues mentioned to be ‘a problem and more should be done about it’. A similar but
larger difference is seen by trustee type; among professional trustees, more than two thirds (69%)
consider at least one of the four issues mentioned to be ‘a problem and more should be done about
it’.
Mitigating potential conflicts of interest
Trustee boards have a wide range of ideas regarding actions that should be taken to mitigate any
potential conflicts of interest identified. These were classified through a coding process. About a
quarter (27%) feel no mitigation of potential conflicts of interest is necessary, although this falls
significantly to 13% among those who are trustees for more than one scheme, and 9% among
professional trustees. Top responses were:
•

Improvements in disclosure of corporate links / relationships (11%);

•

Separation of companies providing IC services and FM services (10%);

•

Improvements in trustee knowledge (8%).

13 It is important to note that a significant proportion of trustee boards declined to comment on each of
these statements (between 19% and 28% said they did not know the answer in each case). If this
group were excluded from the analysis, all percentages above would be significantly higher.
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1 Background
Market Investigation
1.1

On 14th September 2017, the Financial Conduct Authority (FCA) referred the market for
investment consultancy (IC) services and fiduciary management (FM) services to the CMA.
When conducting a market investigation, the CMA, acting through a group of independent
members constituted from its panel, is required to decide whether any feature or combination of
features of the market prevents, restricts or distorts competition in connection with the supply or
acquisition of any goods or services in the UK.

1.2

IC services and FM services are typically purchased by the trustee boards of occupational
pension schemes, in order to assist them in administering the affairs of the pension scheme.

1.3

Investment Consultancy (IC) services in this context means the provision of advice in relation to
strategic asset allocation, manager selection, and fiduciary management. Fiduciary
Management (FM) services is defined as the provision of a service to institutional investors,
where the provider makes and implements decisions for the investor based on the investor’s
investment strategy in the UK. This service may include responsibility for all or some of the
investor’s assets and may include, but is not limited to, responsibility for asset allocation and
fund manager selection.

1.4

The central difference between these two services, which are frequently offered as products by
the same organisations, is that an IC service is an advisory service, while an FM service
involves both making and implementing decisions on behalf of the trustee board.

1.5

Despite the fact that these services and their main providers are not widely known to the
general public, these are issues of significant importance to many people.

Research Objectives
1.6

The CMA market investigations are required to be based on robust and impartial evidence.
Early in the investigation, the CMA identified a need for further evidence regarding the opinions
and experiences of the occupational pension trustee boards who form the principal group of
buyers for these services.

1.7

The CMA required research which explores:

1.8

•

How trustees purchase advice, monitor and switch between IC providers

•

How the use of FM providers arises, and how those providers are monitored

•

Trustees’ motivations for purchasing, monitoring and switching IC provider and FM provider

•

Trustees’ attitudes toward providers of IC and FM services, and the perceived extent of any
problems and potential conflicts of interest there might be in the market.

On 21st September 2017, the CMA appointed IFF Research to survey trustees of UK
occupational pension schemes as part of the evidence-gathering for its investigation. This report
provides an overview of the findings of this research, which utilised a large-scale telephone
survey of trustees.
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Report Structure
1.9

The report is structured as follows:
•

Chapter 1: Background and Methodology

•

Chapter 2: Profile of pension schemes and trustees

•

Chapter 3: Using IC and FM

•

Chapter 4: Switching and tendering for an IC and/or FM provider

•

Chapter 5: First purchasing FM

•

Chapter 6: Potential conflicts of interest

•

Chapter 7: Summary of findings

1.10 A separate technical appendix has also been produced; this provides an in-depth view of the
methodology used for the research, and provides copies of research materials.

Sample
Population and sample scope
1.11 According to TPR (The Pensions Regulator) data, there were 85,700 occupational pension
schemes in the UK, accounting for a total of around 59 million scheme members as of July
2017 14. Not all of these schemes would usually be in the target market for Investment
Consultancy (IC) services and Fiduciary Management (FM) services, nor the subject of trustee
surveys; a relatively small number of schemes (though accounting for a large number of
members) were excluded on the basis of having no trustee board or being managed in the
public sector, as detailed in Technical Appendix (Section A).
1.12 However, a far larger number of schemes have fewer than 12 members 15 (85% of schemes).
Typically, these schemes have small quantities of assets to invest and may be simply too small
for IC services or FM services to be considered in some cases. A single professional trustee
may also look after many such schemes (in some cases several hundred), making it impractical
to include them in fieldwork. These schemes were considered to be outside the survey scope,
leaving around 7,100 schemes in scope for the research.
Sample source
1.13 Pension schemes in the United Kingdom are regulated by The Pensions Regulator (TPR),
which requires all pension schemes to provide it with certain information regarding the scheme,
its members and its trustees. The details held by TPR include scheme-level details and the
names and contact details of all scheme trustees. This data is not normally available for
research purposes outside TPR. However, the Enterprise Act (EA02) 16 provides the CMA with

This was the most recent TPR data available at the time of the initial planning of the research.
Or are of unknown size; percentages include those of unknown size.
16 https://www.legislation.gov.uk/ukpga/2002/40/contents
14
15
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the power to require bodies to provide them with information such as this, for the purposes of
conducting its market investigations (see Technical Appendix Section A).
1.14 After making the exclusions outlined above from data received from TPR, the CMA provided
data for all of the 7,102 schemes within the sample scope to IFF Research. Detail of the profile
of schemes in the sample scope is provided in Chapter 2, and further breakdowns in Technical
Appendix (Section A).
Sampling technique
1.15 Since it was not possible from industry or official data to reliably identify schemes in the survey
scope that use IC and FM services, the sampling process could not take this into account.
Instead, usage of IC and FM services was determined through the questionnaire.
1.16 It is important to consider that many trustees, in particular professional trustees, work on behalf
of multiple pension schemes. This greatly reduced the size of the sample frame, since it was
decided, in consultation with the CMA, that the same person should not be interviewed more
than once regarding different schemes.
1.17 Furthermore, while the data supplied covered all 7,102 pension schemes in the sample scope, it
did not contain contact details for all of these schemes. In total, 5,905 schemes in the sample
scope were found to have contact details supplied which were usable for research (see
Technical Appendix Section A), including cases where the contact was a company rather than
an individual.
1.18 Given this reduced sample frame, and the need to produce a dataset of a size sufficient to allow
analysis of the complexity required for the inquiry (the CMA wished to obtain as many interviews
as possible within the limitations of the available sample and the time available) a census
approach was taken to sampling, with all 5,905 pension schemes in scope with valid contact
details included in the sample frame and given equal priority in sampling. Although the sample
frame was not stratified, response rates by scheme type and size of scheme were monitored
throughout.
1.19 To maximise the quantity and quality of responses from trustee boards, the data supplied
regarding pension schemes was processed to locate the trustee contact most likely to be able
to speak about investment matters on behalf of the trustee board, and to prioritise additional
potential contacts should that initial contact prove to be unsuitable or unavailable. The overall
aim of the prioritisation process, and subsequently the survey screener, was to ensure that the
interviewer spoke to the best possible trustee for the survey, and did not speak to any nontrustees for the research, other than in passing when seeking to speak to a trustee.
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1.20 Briefly, in order of priority, the following were selected as lead contact, for the sending of
advance letters, and initial contact for interviews:
•

Chair of trustees with phone number

•

Sole trustee with phone number

•

TPR nominated contact for Automatic Enrolment 17, usually the employer. While this group
of individuals were not trustees, and therefore could not be interviewed, they were included
on the basis that they could provide contact details for the chair or another trustee

•

Listed trustees with phone numbers, in the order listed on the TPR database

1.21 Extensive detail on this prioritisation process, and how it was implemented, is contained in
Technical Appendix (Section A).
Advance communication
1.22 All lead contacts in the sampling frame with email addresses which were not identified as
duplicate cases (i.e. having all trustees and contacts shared with another larger scheme in any
case) were sent an introductory email, several days in advance of the fieldwork starting, on the
CMA letterhead. A copy of the advance letter is provided in Technical Appendix (Section F).
1.23 Where no email addresses were available, efforts were made to inform lead contacts by post. In
most cases, however, where email and telephone numbers were absent, postal contact details
were also missing. More detail on this aspect of the research is provided in Technical Appendix
(Section A).

Questionnaire Design
Initial development and structure
1.24 The questionnaire was designed in a collaborative process by the CMA and IFF Research. The
survey was consulted upon with relevant stakeholders, including TPR and parties to the
investigation. All materials used were signed off by CMA in advance of being used.
1.25 The survey was designed to be as accessible as possible, given the subject matter, to pension
scheme trustees with a lower level of expertise, as well as those with a high level of
professional knowledge of the subject.
1.26 The survey had a number of questions about respondent and scheme characteristics, followed
by ‘routed’ sections asked depending on the scheme’s use of IC services and FM services, and
concluded with a short section on trustees’ views about potential conflicts of interest in the IC

TPR require every employer to nominate a contact for receiving letters and emails relating to
Automatic Enrolment. This data is submitted at an employer level, not a scheme level, and therefore
the specific scheme does not need to be an Automatic Enrolment scheme to have a contact of this
type. This is intended to be the employer, but may sometimes be a pension administrator, adviser or
consultant. Schemes where the sponsor is not an employer will not normally have this contact
available.
17
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market and FM market. Further detail on survey content is provided in Technical Appendix
(Section B); a copy of the final questionnaire is included in Technical Appendix (Section G).
Cognitive piloting
1.27 The questionnaire was tested through cognitive piloting, taking place from 16th to 19th October
2017. Recruitment for the interviews was carried out by trained interviewers at IFF Research.
1.28 Five telephone interviews took place in total, each carried out by members of the research team
at IFF. They covered both DB and DC schemes, in all three size bands (12 to 99, 100 to 999
and 1000 or more scheme members). No Hybrid schemes were interviewed at the cognitive
stage, due to a last-minute withdrawal by the booked interviewee on the last day of interviewing.
1.29 These followed a standard format for a cognitive interview, consisting of the full draft
questionnaire, followed by a series of questions designed to assess how the interviewee had
experienced the survey, and explore any areas of possible misunderstanding. No direct
financial incentive was offered to the interviewee, but those taking part in the cognitive
interviews were rewarded with a charitable donation of £50, made to a charity of their choice.
1.30 The process gathered a range of constructive and useful feedback regarding both general
aspects of survey design and the wording of individual questions. Some simplifications and
modifications were made to the wording to ensure that it was as easy to understand as possible
for trustees with a lower level of pension investment knowledge, and the wording of any
questions which prompted confusion among respondents reviewed. It was also determined that
the survey was considerably too long, and some initial cuts to questions were made at this
stage. Particular thought was given to definitions of Investment Consultancy and Fiduciary
Management, to reduce the likelihood of respondents incorrectly claiming to use IC services or
FM services. Further detail of the cognitive interviewing process is provided in Technical
Appendix (Section B).
Screener design
1.31 Although the data provided regarding pension schemes in scope contained a large amount of
information regarding the names and details of chairs of trustees and other trustees, a complex
screening process was also considered necessary to ensure that the correct person was being
spoken to. The screener also sought to build upon the prioritisation process by taking referrals
to relevant trustees for whom TPR did not hold names or contact details, and ensuring that the
trustee spoken to had the required knowledge to take part.
1.32 The screening process was fully scripted, although interviewers were permitted to deviate from
the script wording in this section, in order to respond to the wide variety of situations that might
be encountered when seeking to speak to the right person.
1.33 Routes through the screener and the resulting key outcomes were as shown in a flowchart in
Technical Appendix (Section B), and a copy of the screener is included in the final questionnaire
in Technical Appendix (Section G).
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1.34 In addition, all respondents taking part were:
•

Made aware of how their responses would be handled, in advance communications (see
Technical Appendix Section A), and/or through a compulsory read-out section of the
screener (at question S2); they were also advised that the scheme’s PSRN would be
passed to the CMA to allow data matching for analytical purposes,

•

Asked to confirm (at question S1A) that they were a trustee of the specific named scheme.
Other representatives of the scheme were not permitted to take part. Data was audited after
gathering to ensure this was adhered to.

•

Asked to confirm (at question S1A) that they were able to speak on behalf of the board of
trustees for the specific scheme.

•

Screened out if they were unable to comment on some basic facts about the scheme; in
practice, use of these screen-outs was rare, with only five cases being screened out entirely
on this basis:
•
•
•

Whether they were the chair of the board of trustees or not (no cases affected)
Their own trustee type (e.g. corporate, employer-appointed, member-nominated) (five
cases affected)
The type of scheme (DB, DC, or Hybrid); they were permitted to disagree with the data
provided by TPR regarding their pension scheme, but not to state that they did not know
the scheme type (no cases affected).

Fieldwork
Technique
1.35 The pilot and mainstage surveys were carried out using a Computer Aided Telephone
Interviewing (CATI) telephone interviewing system. All interviewers used for the survey had
already received detailed and in-depth training in telephone interviewing at IFF Research.
1.36 All interviews were recorded, and a selection of interviews were monitored by IFF staff for
quality and adherence to the questionnaire script. During fieldwork, the CMA staff team
members also visited IFF Research to listen to interviews taking place.
Pilot fieldwork
1.37 Pilot fieldwork was carried out on 9th and 10th November 2017 using the survey script arrived at
after the cognitive interviews, and following consultation with stakeholders and parties to the
investigation. The sampling frame used was the same as for the mainstage research, as
described in Technical Appendix (Section A).
1.38 All interviewers were briefed on the detail of the survey script, as well as the background
context regarding the CMA’s investigation. As well as IFF Research project team members,
staff from the CMA attended the initial pilot briefing to explain the aims of the survey and to
answer queries from interviewers and IFF Research staff.
1.39 Based on the results of this, recommendations were made to the CMA for small changes to
questionnaire design and wording, and the changes implemented prior to mainstage fieldwork
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starting. In addition, at this stage the survey script was further reduced in length, by reducing
the number of questions asked of those who use both IC services and FM services.
Mainstage fieldwork
1.40 Mainstage fieldwork started on 14th November 2017, and continued until 5th January 2018, with
a break between 23rd December 2017 and 1st January 2018 inclusive for Christmas and New
Year. In total, the fieldwork period consisted of 33 days, or 6½ working weeks. This length of
time was necessary to obtain a large achieved sample, especially given the time needed to
arrange interviews with senior people working within large and complex organisations.
1.41 As for the pilot, all interviewers were briefed on the detail of the CMA survey script, as well as
the background context regarding the investigation. As detailed in Technical Appendix (Section
B), the screener design enabled interviewers to take referrals to individuals not named in the
data provided by TPR, and to send both introductory emails (where no phone number for a
suitable trustee was available) and reassurance emails. Email replies were monitored by the
research team, who also updated the contact details held by IFF and booked additional
appointments for interviewers to call schemes back.
1.42 Fieldwork was monitored by IFF field staff and the project team throughout, and weekly
progress reports provided to the CMA. In the final seven working days of fieldwork, large
schemes (1000+ members), Master Trusts, DC and Hybrid schemes were prioritised in order to
achieve more interviews in these categories, to maximise the usefulness of the dataset for
analysis.
1.43 The final questionnaire, taking into account both pilot and mainstage interviews, took an
average of 24 minutes to carry out. A more detailed account of both pilot and mainstage
fieldwork is contained in Technical Appendix (Section C).
Response
1.44 A total of 975 interviews were conducted across the pilot and mainstage. Nine of these were
later discarded, in all cases due to a person who was not a trustee being interviewed, giving a
total of 966 valid interviews.
1.45 This equated to a raw response rate of 14% of the number of schemes in scope (7,102
records); however, as previously noted, a significant portion of the schemes in scope were
uncontactable. A total of 5,910 records on the TPR datafile provided had unique contact details
with a phone number suitable for use at the start of the research.
1.46 For 17% of these 5,910 schemes (1,010 records, or 14% of the 7,102 schemes in scope), the
telephone number supplied proved to be invalid or unusable for the purposes of the research on
calling. This left 4,900 records which were contactable at the start of fieldwork; relative to this
group of records, the response rate was 20%.
1.47 A detailed summary of the response and reasons for non-response is included in Technical
Appendix (Section C).

| Page 26 of 79

The market for Investment Consultancy services and Fiduciary Management services: experiences
and views of pension scheme trustees

Analysis
Coding and Edits
1.48 Data was examined in detail during and after fieldwork by the team at IFF, and edits made to
correct errors and inconsistencies, as detailed in Technical Appendix (Section D). Verbatim
(open text) responses were also coded into categories to allow for statistical analysis.
Weighting
1.49 As shown in the Technical Appendix (Section C), response rates varied significantly between
key sub-groups. Therefore, even though the survey took a census approach, corrective
weighting was required for analysis. For example, DC schemes had a response rate of 13%,
compared with 22% for DB schemes. In other circumstances, it might have been possible to
compensate by oversampling or prioritising DC pension schemes during fieldwork, thus making
weighting unnecessary. However, because the number of schemes in scope and contactable
(4,900) was relatively small in comparison to the desired number of responses, a census
approach needed to be taken to maximise the total number of responses, ruling both of these
options out.
1.50 Therefore, a weighting grid of scheme type by number of scheme members (banded) was
derived from the data supplied by TPR for schemes within the sample scope (which could be
used for this purpose because it included all 7,102 schemes identified as being in scope for the
research) and applied to the dataset.
1.51 Extensive details of this weighting process, including a practical example and a discussion of
the impacts on statistical significance of the findings, are provided in Technical Appendix
(Section D).

Analysis and Reporting Conventions
Scheme type
1.52 For clarity of reading, colour coding has been used throughout this report, to show results for
different types of pension scheme:
•

Results relating to all schemes in green

•

Results for DB schemes in magenta

•

Results for DC schemes in gold

•

Results for Hybrid schemes in blue
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Scheme size
1.53 Throughout this report, unless otherwise stated, pension schemes are divided into three bands
by the number of scheme members they have in total:
•

Small: 12 to 99 members

•

Medium: 100 to 999 members

•

Large: 1000 or more members

Sampling error
1.54 As with all surveys, results are subject to sampling error, since due to random variation the
distribution of responses among those trustee boards participating in the research may vary
from the true distribution in the population.
1.55 Base sizes, effective sample sizes and error margins (due to sampling error) for key sub-groups
are shown in Technical Appendix (Section D). Overall, the base size of the dataset is 966
(number of interviews), equating after weighting to an effective sample size of 799. The
sampling error at a 95% confidence level 18 is ±3.5%. For example, on a result of 50% for a
question, we can be 95% confident that the true value lies within ±3.5% of this, between 46.5%
and 53.5%.
Significance testing
1.56 In tables and charts, where a sub-group figure is marked with a star (*) this means that a
significant difference (p < 0.05, as detailed in the section above) has been detected for this
figure, relative to the figure produced for all other sub-groups combined. Differences reported on
in commentary are always significant differences, unless stated otherwise. Significant difference
calculations take full account of the effect of weighting, as detailed in Technical Appendix
(Section D).
1.57 For consistency of base sizes, ‘Don’t know’ and ‘Not asked’ 19 responses are included in
question bases throughout, unless otherwise specified.
1.58 Results produced using base sizes of less than 50 are redacted from charts and tables,
although they may be referred to in the text. Results produced using a base size of less than
100 are flagged throughout as having a low base size (†). Results with a base size of less than
25 are reported using unweighted numbers of schemes only; they therefore report the results
for the respondent group, rather than estimates for the population of schemes in scope for the
survey.
1.59 Base sizes shown on charts and in tables in the report are actual numbers of interviews, rather
than effective sample size, which takes into account weighting effects.

18 Calculated on a result of 50% (worst case); error margins on figures closer to 0% or 100% will be
smaller.
19 Covering situations where a question should have been asked of a respondent but was not, due to
post-survey coding and edits.
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Other notes regarding reporting
1.60 The profile of pension schemes and of trustees are presented unweighted, to describe the
characteristics of the respondent group. Unless otherwise stated, all other results are weighted;
they are therefore estimates for the population in scope for the survey and are subject to
sampling error, as described in more detail above and in Technical Appendix (Section D).
1.61 We have not banded schemes by Assets Under Management (AUM), although this information
was collected in the survey, because more than half of trustees did not know their scheme’s
AUM (59% unweighted, 58% weighted). This makes it less reliable than the number of scheme
members derived directly from TPR data, which is expected to be much more accurate. We are
advised by TPR that AUM is closely correlated with the number of scheme members in any
case.
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Figure 2.6 Types of trustees that took part in the survey, by scheme type
All
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49%
41%

11%

19%

15%

Corporate Trustee

DC

Hybrid

44%

22%
13%

DB

21%
10%

Employer-appointed
trustee

14%

Member-nominated
trustee

17%

15%

20%

23%

Professional trustee

Base (A2): All schemes; All (966), DB (679), DC (125), Hybrid (162); unweighted 22
2.13 Table 2.1 presents the types of trustees that took part in the survey by scheme size. Large
schemes were more likely to have been represented by a professional trustee (26%) than
medium schemes (14%) or small schemes (12%). Meanwhile, small and medium schemes
were more likely to have been represented by an employer-appointed trustee (small: 47%,
medium: 52%) or member-nominated trustee (small: 21%, medium: 20%) than large schemes
(employer-appointed: 38%, member-nominated: 13%).
Table 2.1 Types of trustees that took part in the survey, by scheme size
Trustee type

Small

Medium

Large

Total

Corporate trustee

15%

10%

16%

13%

Employer-appointed
trustee

47%

52%

38%

47%

Member-nominated
trustee

21%

20%

13%

19%

Professional trustee

12%

14%

26%

17%

Total
100%
100%
100%
Base (A2): All schemes; Small (259), Medium (454), Large (253); unweighted

100%

2.14 A third (35%) of the trustees interviewed were trustees of more than one scheme. On average,
these trustees were trustees for three schemes other than the scheme they were answering on
behalf of. Professional trustees were more likely than all other types of trustee to be a trustee of
more than one scheme (89%) and, on average, were trustees for 16 other schemes. Two-fifths
(39%) of corporate trustees, a quarter (26%) of employer-appointed trustees and 5% of
member-nominated trustees were trustees of multiple schemes.
2.15 Two-thirds (67%) of trustees interviewed were the Chair of the board of trustees for the scheme
they were answering on behalf of. In terms of scheme size, medium schemes were more likely
to have been represented by the Chair of the board of trustees than small schemes (71% vs
62%).

22

Significant differences are therefore not shown on this chart
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Investment sub-committees
2.16 Just over a fifth of schemes interviewed (21%, unweighted) had an investment sub-committee.
A fifth (19%) of the trustees interviewed sat on the investment sub-committee of the scheme
they were answering on behalf of. Therefore, where an investment sub-committee existed, in
87% of cases the interviewee sat on that committee.
2.17 Of the trustees interviewed that sat on an investment sub-committee, around two-thirds (68%)
said they were the Chair of the board of trustees for the scheme, no different to the proportion of
interviewees who were Chairs at schemes with no sub-committee (also 68%).
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Table 3.1 Number of providers pension schemes currently use for IC services
DB

DC †

Hybrid

Total (all using
IC services)

567

70

146

783

Single provider

91%

94%

87%

91%

2 providers

5%

2%

9%*

5%

3 to 4 providers

1%

1%

1%

1%

Don’t know /
Refused

4%

3%

2%

3%

100%

100%

100%

100%

Base (C2)

Total

3.4

Hybrid pension schemes are more likely than other pension schemes to claim to use two or
more IC providers; 10% do so, compared with 6% of DB pension schemes with an IC provider,
and 1% of DC pension schemes.

3.5

Aon Hewitt, Mercer and Willis Towers Watson (WTW) are collectively referred to by the CMA as
the ‘three largest providers of IC and FM services’ (abbreviated here to ‘three largest
providers’), based on 2016 revenues. Just over a quarter of pension schemes (27%) using IC
services named one of these providers, either as their main provider or an additional provider,
as shown in Figure 3.2. Mercer is the IC provider most commonly named (14%), followed by
AON Hewitt (8%), Xafinity Punter Southall (7%), Jardine Lloyd Thompson Group (JLT) (6%),
and Barnett Waddingham (6%).

3.6

The most frequently cited providers by pension scheme type, either as main provider or as an
additional provider, are shown in Figure 3.2. It is notable that WTW (used by 5% for IC) does
not feature in the top five schemes above by the percentage of schemes using it, despite being
one of the three largest providers in revenue terms. This is because all of the three largest
providers are more widely used among large schemes which would account for more revenue
per scheme for the provider; Mercer (19% of large schemes), Aon Hewitt (16%) and WTW
(12%). These three are the top three named providers for large schemes. Lane Clark Peacock
is also a provider cited among many large schemes (11%), but like WTW (but even more so) is
rarely named by other sizes of scheme.

3.7

In contrast, Xafinity Punter Southall is rarely cited among large schemes (3%), despite its
widespread use among medium sized schemes (10%). Similarly, Jardine Lloyd Thompson (JLT)
is mentioned more often by small schemes, with stated usage significantly rarer among large
schemes (3%). However, their share of small schemes (9%), is approximately equal with that of
Mercer (10%), and Aon Hewitt are the third most widespread provider named for schemes of
this size (6%).
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3.10 Use of FM services is particularly likely amongst medium sized pension schemes, amongst
which usage rises to over one in three (35%). Smaller pension schemes are less likely to buy
FM services; almost a fifth (18%) do so.
3.11 The majority of trustee boards that use FM services have a single provider (86%), as shown in
Table 3.2. Use of multiple providers is very uncommon, with only 7% using multiple providers
for their FM services. None of the 25 DC schemes interviewed use multiple providers.
Table 3.2 Number of providers pension schemes say they use, either as their main provider or
an additional provider, for FM services
DB

Hybrid †

Total (All using FM)

200

54

279

One provider

84%

91%

86%

Two or more providers

8%

5%

7%

Base (K2)

3.12 Just under a quarter of pension schemes (23%) using FM services say they use one of the
three largest providers identified earlier in this chapter, either as their main provider or as an
additional provider. As shown in Figure 3.5, Mercer is the FM provider most commonly cited by
pension schemes (13%), followed by Legal and General (8%), Aon Hewitt (7%), Jardine Lloyd
Thompson Group (7%) and Psolve / River and Mercantile (7%). All other providers have a share
of less than 5%, according to survey data.
3.13 As for IC services, the largest three providers are particularly likely to be mentioned by large
schemes as their main provider of FM services or as an additional provider. This is a significant
difference for Willis Towers Watson (WTW), who are cited by only 3% of schemes overall, but
named by 14% of large schemes. The leading providers named among large schemes were
found to be Mercer (18%), Psolve / River and Mercantile (18%), WTW (14%) and Aon Hewitt
(12%).
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3.20 Overall, 70% of schemes that use both IC services and FM services say that they have the
same provider for both. Furthermore, 64% have the same main provider, that is, the provider
they spend the most money with for both IC services and FM services. No variation in these
was noted by scheme type.
3.21 Use of the same main provider does not preclude use of additional providers, but trustee boards
who use the same main provider for both their IC services and FM services are particularly
unlikely to use multiple providers for either service. Further investigation shows that in 94% of
cases, those schemes with the same main provider have no other provider at all, either for IC
services (94%) or FM services (97%). This means that 60% of those schemes buying both IC
services and FM services are reliant on a single company in these matters.
3.22 Amongst those buying their IC services and FM services from the same provider 23, nearly a fifth
(19%) say they use Mercer, while 12% use Aon Hewitt. Even though Psolve / River and
Mercantile account for only 3% of schemes using IC services, this rises to a 9% share among
those using the same provider for both. 8% use Jardine Lloyd Thompson Group (JLT).

Importance of, and satisfaction with, IC providers and FM providers
3.23 Around three quarters (76%) of trustee boards buying IC services consider them to be ‘very
important’, as shown in Figure 3.8. Large pension schemes are more likely than small pension
schemes to consider the IC services they purchase to be ‘very important’ in meeting their
objectives.
3.24 Over half of trustee boards (57%) using IC services are ‘very satisfied’ with their main IC
provider, as shown in Figure 3.8. Trustee boards of DB pension schemes are more likely to be
‘very satisfied’ with their main IC provider (59%) than other types of scheme. This compares to
50% of DC schemes and 51% of Hybrid schemes.
3.25 There is little variation in satisfaction with the main IC provider by size of pension scheme, but
the trustee boards of schemes that have an investment sub-committee (where the respondent is
on that committee) are more likely to be ‘very satisfied’ with their main provider than those
without an investment sub-committee (64% compared with 55%).

23

This includes both the pension scheme’s main and other providers.
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 7KUHHTXDUWHUV  RIWUXVWHHERDUGVEX\LQJ)0VHUYLFHVFRQVLGHUWKHPWREHµYHU\LPSRUWDQW¶
LQPHHWLQJWKHLUSHQVLRQVFKHPH¶VREMHFWLYHVDVVKRZQLQ)LJXUH
 2YHUKDOIRIWUXVWHHERDUGVDUHµYHU\VDWLVILHG¶  ZLWKWKHLUPDLQ)0SURYLGHUDVVKRZQLQ
)LJXUH
 7UXVWHHERDUGVWKDWXVHERWK,&VHUYLFHVDQG)0VHUYLFHVDUHQRWVLJQLILFDQWO\PRUHOLNHO\WREH
µYHU\VDWLVILHG¶ZLWKWKHLUPDLQ)0SURYLGHU  WKDQWKRVHZKRXVHRQO\,&VHUYLFHV  
+RZHYHUWKRVHWKDWXVHWKHVDPHPDLQSURYLGHUIRU,&VHUYLFHVDQG)0VHUYLFHVDUHPRUH
OLNHO\WREHµYHU\VDWLVILHG¶ZLWKWKHLUPDLQ)0SURYLGHUWKDQDOORWKHUJURXSVFRPELQHG  

_3DJHRI

7KHPDUNHWIRU,QYHVWPHQW&RQVXOWDQF\VHUYLFHVDQG)LGXFLDU\0DQDJHPHQWVHUYLFHVH[SHULHQFHV
DQGYLHZVRISHQVLRQVFKHPHWUXVWHHV


)LJXUH,PSRUWDQFHRI)0VHUYLFHVLQPHHWLQJWKHSHQVLRQVFKHPH¶VREMHFWLYHVDQG
VDWLVIDFWLRQZLWKWKH)0VHUYLFHVRIWKHPDLQSURYLGHUE\SHQVLRQVFKHPHW\SH


%DVH .2 3HQVLRQVFKHPHVFXUUHQWO\EX\LQJ)0VHUYLFHV$OO  '%  '&  +\EULG
 
6HUYLFHVZLWKLQWKH,&UHPLW
 7KH,&VHUYLFHVZKLFKWUXVWHHERDUGVPRVWFRPPRQO\EX\IURPWKHLUPDLQ,&SURYLGHUDUH
VWUDWHJLFDVVHWDOORFDWLRQDGYLFHDQGDVVHWPDQDJHUVHOHFWLRQDGYLFH DQGRIWKRVH
EX\LQJ,&VHUYLFHVUHVSHFWLYHO\ DVVKRZQLQ)LJXUH,QDGGLWLRQDOPRVWIRXULQILYHWUXVWHH
ERDUGVZKLFKEX\,&VHUYLFHVXVHHDFKRIUHSRUWLQJDQGRSHUDWLRQDOVHUYLFHV  DQGDGYLFH
RQVHWWLQJSHQVLRQVFKHPHREMHFWLYHV  
 6WUDWHJLF$VVHW$OORFDWLRQDGYLFHLVPRUHOLNHO\WREHXVHGE\'%DQG+\EULGSHQVLRQVFKHPHV
DQGUHVSHFWLYHO\FRPSDUHGZLWKRI'&VFKHPHVZKRXVH,&VHUYLFHV 7KH
VDPHSDWWHUQDSSOLHVWR$VVHW0DQDJHUVHOHFWLRQ*HQHUDOO\VSHDNLQJ'&VFKHPHVGHPDQG
IHZHUVHUYLFHVIURPWKHLUPDLQ,&SURYLGHU7KHUHLVQRVLJQLILFDQWGLIIHUHQFHE\VFKHPHW\SHLQ
XVHRIUHSRUWLQJDQGRSHUDWLRQDOVHUYLFHV
 2YHUDOOWUXVWHHERDUGVZKLFKXVH,&VHUYLFHVSXUFKDVHDQDYHUDJHRIRIWKHVHUYLFHVDVNHG
DERXWIURPWKHLUPDLQ,&SURYLGHU7KLVULVHVWRDPRQJVW+\EULGSHQVLRQVFKHPHVDQG
DPRQJVW'%VFKHPHVEXWGURSVWRDPRQJVW'&SHQVLRQVFKHPHV
 /DUJHVFKHPHVZLWKRUPRUHPHPEHUVZKLFKEX\,&VHUYLFHVDUHVLJQLILFDQWO\PRUHOLNHO\
WREX\PRVWRIWKHW\SHVRIVHUYLFHOLVWHGWKDQWKHLUFRXQWHUSDUWVZLWKIHZHUPHPEHUVRWKHUWKDQ
WKHPRQLWRULQJRIGHULVNLQJVWUDWHJLHV2YHUDOOODUJHVFKHPHVZKREX\,&VHUYLFHVSXUFKDVH

_3DJHRI

7KHPDUNHWIRU,QYHVWPHQW&RQVXOWDQF\VHUYLFHVDQG)LGXFLDU\0DQDJHPHQWVHUYLFHVH[SHULHQFHV
DQGYLHZVRISHQVLRQVFKHPHWUXVWHHV


VHUYLFHVRQDYHUDJHIURPWKHLUPDLQ,&SURYLGHUPRUHWKDQWKHDYHUDJHVDPRQJVWPHGLXP
DQGVPDOOVFKHPHVZKREX\,&VHUYLFHV DQGVHUYLFHVUHVSHFWLYHO\ 
 7UXVWHHERDUGVZLWKWKHVDPHPDLQSURYLGHUIRUERWK,&VHUYLFHVDQG)0VHUYLFHVDUHDOVRPRUH
OLNHO\WRXVHDODUJHUQXPEHURI,&VHUYLFHVIURPWKHLUPDLQSURYLGHUXVLQJRQDYHUDJH
FRPSDUHGZLWKDPRQJVWWKRVHZKRXVHGLIIHUHQWPDLQSURYLGHUVIRU,&VHUYLFHVDQG)0
VHUYLFHV
)LJXUH7\SHVRI,&DGYLVRU\VHUYLFHVERXJKWE\SHQVLRQVFKHPHW\SH SURPSWHG 

%DVH & 3HQVLRQVFKHPHVFXUUHQWO\EX\LQJ,&VHUYLFHV  '%  '&  +\EULG  




6HUYLFHVRXWVLGHWKH,&UHPLW
 2YHUWKUHHTXDUWHUVRISHQVLRQVFKHPHVZKLFKEX\,&VHUYLFHVDOVREX\RWKHUW\SHVRIVHUYLFHV
IURPWKHLUPDLQ,&SURYLGHU GRVRZLWKEX\LQJQRRWKHUVHUYLFHV 2QDYHUDJH
SHQVLRQVFKHPHVXVHWKHLUPDLQ,&SURYLGHUIRURIWKHDGGLWLRQDOVHUYLFHVOLVWHGLQ)LJXUH

 7KHPRVWFRPPRQDGGLWLRQDOVHUYLFHVERXJKWIURPPDLQ,&SURYLGHUVDUHDFWXDULDOVHUYLFHVDQG
VFKHPHDGPLQLVWUDWLRQXVHGE\RYHUKDOIRIWKRVHZKREX\,&VHUYLFHV DQG
UHVSHFWLYHO\ 2YHUDWKLUG  XVHDVVHWPDQDJHPHQWVHUYLFHVIURPWKHVDPHSURYLGHU
 ,PSRUWDQWO\WUXVWHHERDUGVZKRXVHWKHVDPHPDLQSURYLGHUIRUERWK,&VHUYLFHVDQG)0
VHUYLFHVDUHWZLFHDVOLNHO\WRDOVREX\WKHLUDVVHWPDQDJHPHQWVHUYLFHVIURPWKHVDPHSURYLGHU
DVWKRVHZKRKDYHVHSDUDWHPDLQSURYLGHUVIRU,&VHUYLFHVDQG)0VHUYLFHV FRPSDUHG
ZLWK 

_3DJHRI

7KHPDUNHWIRU,QYHVWPHQW&RQVXOWDQF\VHUYLFHVDQG)LGXFLDU\0DQDJHPHQWVHUYLFHVH[SHULHQFHV
DQGYLHZVRISHQVLRQVFKHPHWUXVWHHV


 '%VFKHPHVDUHDOVRPXFKPRUHOLNHO\WKDQ'&VFKHPHVWRXVHWKHLUDVVHWPDQDJHPHQW
VHUYLFHV FRPSDUHGZLWK +\EULGVFKHPHV¶XVDJH  LVLQOLQHZLWKWKHRYHUDOO
DYHUDJH'%DQG+\EULGSHQVLRQVFKHPHVZKREX\,&VHUYLFHVDUHPXFKPRUHOLNHO\WRXVHWKH
DFWXDULDOVHUYLFHVRIWKHLUPDLQ,&SURYLGHUWKDQ'&VFKHPHVDUH DQGUHVSHFWLYHO\
FRPSDUHGZLWK 
 0HGLXPVL]HGVFKHPHVDUHPRUHOLNHO\WKDQHLWKHUVPDOORUODUJHVFKHPHVWRXVHWKHLUPDLQ,&
SURYLGHUIRUDFWXDULDOVHUYLFHV  DQGVFKHPHDGPLQLVWUDWLRQ  
 7UXVWHHERDUGVZKLFKKDYHXVHGWKHVDPHPDLQ,&SURYLGHUIRUWHQ\HDUVRUPRUHDUHDOVRPRUH
OLNHO\WKDQRWKHUW\SHVRIVFKHPHWRXVHWKHLUDFWXDULDOVHUYLFHV FRPSDUHGZLWKRI
WKRVHZKRKDGEHHQZLWKWKHLUPDLQSURYLGHUIRUDVKRUWHUWLPH DQGRUWRXVHWKHLUVFKHPH
DGPLQLVWUDWLRQVHUYLFHV FRPSDUHGZLWKRIWKRVHZKRKDGEHHQZLWKWKHLUPDLQ
SURYLGHUIRUDVKRUWHUWLPH 
)LJXUH2WKHUVHUYLFHVSHQVLRQVFKHPHVEX\IURPWKHLUPDLQ,&SURYLGHUH[FOXGLQJ)0
VHUYLFHV SURPSWHG 


%DVH & 3HQVLRQVFKHPHVFXUUHQWO\EX\LQJ,&VHUYLFHV  '%  '&  +\EULG  

$FWLYLWLHVGHOHJDWHGWR)0SURYLGHUV
 7KHVHUYLFHVPRVWIUHTXHQWO\ERXJKWIURPPDLQ)0SURYLGHUVDUHUHSRUWLQJDQGRSHUDWLRQDO
VHUYLFHV  DVVHWPDQDJHUVHOHFWLRQ  G\QDPLFDVVHWDOORFDWLRQ  
LPSOHPHQWDWLRQRIGHULVNVWUDWHJLHV  DQGVWUDWHJLFDVVHWDOORFDWLRQ  DVVKRZQLQ

_3DJHRI

7KHPDUNHWIRU,QYHVWPHQW&RQVXOWDQF\VHUYLFHVDQG)LGXFLDU\0DQDJHPHQWVHUYLFHVH[SHULHQFHV
DQGYLHZVRISHQVLRQVFKHPHWUXVWHHV


)LJXUH2QDYHUDJHWUXVWHHERDUGVSXUFKDVHILYHRIWKH)0VHUYLFHVPHQWLRQHGLQWKH
VXUYH\IURPWKHLUPDLQ)0SURYLGHU
 7KHUHDUHQRPDUNHGGLIIHUHQFHVE\VFKHPHW\SHRUVL]HLQWKHSXUFKDVHRI)0VHUYLFHV
)LJXUH7\SHVRI)0VHUYLFHVGHOHJDWHGWRPDLQ)0SURYLGHUDOOSHQVLRQVFKHPHVDQG'%
VFKHPHV SURPSWHG 


%DVH . &XUUHQWO\EX\LQJ)0VHUYLFHV  '%  

5HDVRQVIRUSXUFKDVLQJ,&VHUYLFHVDQG)0VHUYLFHV
5HDVRQVWRSXUFKDVH,&VHUYLFHV
 :KHQGHFLGLQJWRSXUFKDVH,&VHUYLFHVWUXVWHHERDUGVDUHSDUWLFXODUO\FRQFHUQHGDERXWEULQJLQJ
LQH[SHUWLVH µYHU\LPSRUWDQW¶IRU PXFKPRUHVRWKDQLQFUHDVLQJLQYHVWPHQWUHWXUQV µYHU\
LPSRUWDQW¶IRU LQQRYDWLRQ µYHU\LPSRUWDQW¶IRU RUUHGXFLQJWLPHSUHVVXUHVRQ
WUXVWHHV µYHU\LPSRUWDQW¶IRU DVVKRZQLQ)LJXUH
 6DWLVI\LQJOHJDORUUHJXODWRU\UHTXLUHPHQWVDQGUHGXFLQJRUPDQDJLQJULVNDUHµYHU\LPSRUWDQW¶
FRQVLGHUDWLRQVIRUDURXQGWKUHHTXDUWHUVRIWUXVWHHERDUGVEX\LQJ,&VHUYLFHV IRUDQG
UHVSHFWLYHO\ 6DWLVI\LQJOHJDORUUHJXODWRU\UHTXLUHPHQWVLVDQHVSHFLDOO\LPSRUWDQWUHDVRQIRU
'&SHQVLRQVFKHPHVWRXVH,&VHUYLFHVFRQVLGHUHGµYHU\LPSRUWDQW¶E\FRPSDUHGZLWK
RI'%DQGRI+\EULGSHQVLRQVFKHPHV

_3DJHRI

7KHPDUNHWIRU,QYHVWPHQW&RQVXOWDQF\VHUYLFHVDQG)LGXFLDU\0DQDJHPHQWVHUYLFHVH[SHULHQFHV
DQGYLHZVRISHQVLRQVFKHPHWUXVWHHV


 0HGLXPVL]HGVFKHPHVDUHPRUHOLNHO\WKDQRWKHUVL]HVRIVFKHPHWRFRQVLGHUJHQHUDOGXH
GLOLJHQFHWREHµYHU\LPSRUWDQW¶ZKLOVWODUJHVFKHPHVDUHOHVVOLNHO\ µYHU\LPSRUWDQW¶IRURI
ODUJHRIPHGLXPDQGRIVPDOOSHQVLRQVFKHPHVFRPSDUHGZLWKRYHUDOO 
)LJXUH)HDWXUHVRI,&VHUYLFHVFRQVLGHUHGµYHU\LPSRUWDQW¶E\WUXVWHHERDUGV SURPSWHG 


%DVH & 3HQVLRQVFKHPHVFXUUHQWO\EX\LQJ,&VHUYLFHV  '%  '&  +\EULG  
5HDVRQVWRSXUFKDVH)0VHUYLFHV
 6LPLODUO\PRUHWKDQIRXUILIWKV  RIWUXVWHHERDUGVZKRSXUFKDVH)0VHUYLFHVFRQVLGHU
EULQJLQJLQH[SHUWLVHZKLFKWUXVWHHVGRQRWKDYHWREHDµYHU\LPSRUWDQW¶UHDVRQIRUEX\LQJ)0
VHUYLFHVDVVKRZQLQ)LJXUH5HGXFLQJULVNLVDOVRµYHU\LPSRUWDQW¶LQGHFLGLQJWREX\)0
VHUYLFHVIRUQHDUO\WKUHHTXDUWHUV  
 )RUMXVWRYHUKDOIDFFHVVLQJGLIIHUHQWDVVHWFODVVHVDQGRUVWUDWHJLHV  PDNLQJLQYHVWPHQW
GHFLVLRQVTXLFNHUDQGHDVLHU DOVR DQGLQFUHDVLQJUHWXUQV  DUHµYHU\LPSRUWDQW¶
5HIOHFWLQJWKHUHDVRQVJLYHQIRUEX\LQJ,&VHUYLFHVIHZHUPHQWLRQFRVWVRUWLPHDVµYHU\
LPSRUWDQW¶IDFWRUVZKHQGHFLGLQJWREX\)0VHUYLFHV UHGXFLQJWLPHSUHVVXUHVRQWUXVWHHVLV
µYHU\LPSRUWDQW¶IRUUHGXFLQJJRYHUQDQFHRUDVVHWPDQDJHPHQWFRVWVLVµYHU\LPSRUWDQW¶IRU
DQGUHVSHFWLYHO\ 
 %ULQJLQJLQLGHDVDQGLQQRYDWLRQLVDµYHU\LPSRUWDQW¶FRQVLGHUDWLRQIRUWZRILIWKV  RIWKRVH
EX\LQJ)0VHUYLFHVEXWWKLVULVHVWRDOPRVWWKUHHILIWKV  DPRQJVW+\EULGSHQVLRQVFKHPHV
FRPSDUHGZLWKRI'%VFKHPHVSOHDVHQRWHWKHQXPEHURI'&VFKHPHVXVLQJ)0
SURYLGHUVLVWRRVPDOOWRUHOLDEO\FRPSDUH 

_3DJHRI

7KHPDUNHWIRU,QYHVWPHQW&RQVXOWDQF\VHUYLFHVDQG)LGXFLDU\0DQDJHPHQWVHUYLFHVH[SHULHQFHV
DQGYLHZVRISHQVLRQVFKHPHWUXVWHHV


)LJXUH)HDWXUHVRI)0VHUYLFHVFRQVLGHUHGµYHU\LPSRUWDQW¶E\WUXVWHHERDUGV SURPSWHG 


%DVH . 3HQVLRQVFKHPHVFXUUHQWO\EX\LQJ)0VHUYLFHV$OO  '%  '&  +\EULG  
5HDVRQVQRWWRSXUFKDVH,&VHUYLFHV
 $ZLGHUDQJHRIUHDVRQVDUHJLYHQIRUQHYHUEX\LQJ,&VHUYLFHVE\SHQVLRQVFKHPHVZKLFK
KDYHQHYHUGRQHVR7KHPRVWFRPPRQUHDVRQLVEHFDXVHWKHVFKHPHLVDOUHDG\IXOO\LQVXUHG
RUPDQDJHGE\DSHQVLRQFRPSDQ\ WKHVLWXDWLRQIRURIWKRVHZKRKDYHQHYHUERXJKW,&
VHUYLFHV DVVKRZQLQ)LJXUH$VLJQLILFDQWSURSRUWLRQDOVRKDGLQKRXVHDGYLVRUV  
ZKLOHDIXUWKHUJURXS  ZHUHVFHSWLFDORIWKHEHQHILWV
 6PDOOHUSHQVLRQVFKHPHVZLWKWRPHPEHUVDUHPRUHOLNHO\WKDQRWKHUJURXSVWRQRWEX\
,&VHUYLFHVEHFDXVHWKHLUVFKHPHLVIXOO\LQVXUHGRUPDQDJHGE\DSHQVLRQFRPSDQ\ 
FRPSDUHGZLWKRYHUDOO EXWOHVVOLNHO\WRQRWGRVRDVWKH\WKLQNWKHLUQHHGVDUHPHWEHWWHU
E\LQKRXVHDGYLVRUV FRPSDUHGZLWKRYHUDOO 7KHEDVHVL]HIRUODUJHDQGPHGLXP
VFKHPHVZKRKDYHQHYHUSXUFKDVHG,&VHUYLFHVLVWRRORZWRUHOLDEO\FRPSDUH


_3DJHRI

7KHPDUNHWIRU,QYHVWPHQW&RQVXOWDQF\VHUYLFHVDQG)LGXFLDU\0DQDJHPHQWVHUYLFHVH[SHULHQFHV
DQGYLHZVRISHQVLRQVFKHPHWUXVWHHV


)LJXUH5HDVRQVIRUWUXVWHHERDUGVWRKDYHQHYHUERXJKW,&VHUYLFHV XQSURPSWHG 


%DVH 3 3HQVLRQVFKHPHVWKDWKDYHQHYHUSXUFKDVHG,&VHUYLFHV$OO  '%  '&  
+\EULG  
5HDVRQVQRWWRSXUFKDVH)0VHUYLFHV
 7UXVWHHERDUGVWKDWGRQRWEX\)0VHUYLFHVDUHPRVWOLNHO\WRVD\WKLVLVEHFDXVHLWLV
LQDSSURSULDWHIRUWKHLUVFKHPH¶VFLUFXPVWDQFHV  RUWKH\DUHVFHSWLFDORILWVXVHIXOQHVV
 DVVKRZQLQ)LJXUH
 1RWZDQWLQJWRGHOHJDWHGHFLVLRQPDNLQJLVDUHDVRQQRWWREX\)0VHUYLFHVIRURIWUXVWHH
ERDUGVZKRKDYHQHYHUERXJKW)0VHUYLFHVDOWKRXJKWKLVLVRQO\DFRQFHUQIRURI'&
ERDUGVFRPSDUHGZLWKRI+\EULGVFKHPHVDQGRI'%VFKHPHV
 /DUJHVFKHPHVDUHPRUHVFHSWLFDOWKDQVPDOORUPHGLXPVFKHPHVWKDWWKHLURXWFRPHVZRXOG
LPSURYHLIWKH\ERXJKW)0VHUYLFHV FRPSDUHGZLWKDQGUHVSHFWLYHO\ DQGDUH
DOVRPRUHOLNHO\WREHZDU\RIGHOHJDWLRQ FRPSDUHGZLWKDQGUHVSHFWLYHO\ 6PDOO
VFKHPHVDUHPRUHOLNHO\WRVD\WKHLUVFKHPHLVWRRVPDOOIRU)0VHUYLFHV FRPSDUHGZLWK
RIPHGLXPVFKHPHVDQGRIODUJHVFKHPHV &RVWHIIHFWLYHQHVVLVPRUHOLNHO\WREHD
FRQFHUQIRUPHGLXPVFKHPHVWKDQIRUVPDOO FRPSDUHGZLWKRIVPDOOVFKHPHV 
 )HZERDUGVRIWUXVWHHVVHHSRWHQWLDOFRQIOLFWVRILQWHUHVWDVDUHDVRQWRDYRLGXVLQJDQ)0
SURYLGHU2YHUDOORQO\RIWUXVWHHERDUGVZKRKDYHQRWERXJKW)0VHUYLFHVKDYHDYRLGHG
GRLQJVREHFDXVHRIWKLV$Q\FRQFHUQLVDOPRVWH[FOXVLYHO\PHQWLRQHGDPRQJVWODUJHU
VFKHPHVZLWKRIWKRVHZLWKDWKRXVDQGRUPRUHPHPEHUVPHQWLRQLQJWKLVUHDVRQ
FRPSDUHGZLWKRIPHGLXPVFKHPHVDQGOHVVWKDQRIVPDOOVFKHPHV

_3DJHRI

7KHPDUNHWIRU,QYHVWPHQW&RQVXOWDQF\VHUYLFHVDQG)LGXFLDU\0DQDJHPHQWVHUYLFHVH[SHULHQFHV
DQGYLHZVRISHQVLRQVFKHPHWUXVWHHV


)LJXUH5HDVRQVIRUWUXVWHHERDUGVQHYHUWRKDYHERXJKW)0VHUYLFHV XQSURPSWHG 

%DVH 3 3HQVLRQVFKHPHVWKDWKDYHQHYHUSXUFKDVHG)0VHUYLFHV$OO  '%  '&  
+\EULG  

0RQLWRULQJ,&SURYLGHUVDQG)0SURYLGHUV
(DVHRIPRQLWRULQJSURYLGHUV
 $VVKRZQLQ)LJXUHLQJHQHUDOXVHUVRI,&VHUYLFHVVD\WKH\ILQGLWµYHU\HDV\¶WRPRQLWRU
SHUIRUPDQFHRIWKHLUPDLQSURYLGHUHVSHFLDOO\RYHUDOOLQYHVWPHQWSHUIRUPDQFH  EXWDOVR
LQYHVWPHQWSHUIRUPDQFHRIDVVHWPDQDJHUV  DQGIHHVSDLGWRWKH,&SURYLGHU  7KH
RYHUDOOTXDOLW\RIVHUYLFHLVOHVVOLNHO\WREHµYHU\HDV\¶WRPRQLWRU µYHU\HDV\¶IDOOLQJWR
DPRQJK\EULGVFKHPHV DQGIHHVSDLGWRWKLUGSDUWLHVVXFKDVDVVHWPDQDJHUVOHDVWOLNHO\
WREHUDWHGDVµYHU\HDV\¶ µYHU\HDV\¶ 
 1HDUO\KDOIRIXVHUVRI)0VHUYLFHVVD\WKH\ILQGLWµYHU\HDV\¶WRPRQLWRUWKHRYHUDOOTXDOLW\RI
VHUYLFHIURPWKHLUPDLQ)0SURYLGHU$VLPLODUSURSRUWLRQILQGLWµYHU\HDV\¶WRPRQLWRU)0
SURYLGHUIHHV  2QO\DERXWDTXDUWHU  VDLGLWLVµYHU\HDV\¶WRPRQLWRUIHHVSDLGWR
WKLUGSDUWLHVZKHUHDQ)0SURYLGHUZDVXVHG+RZHYHUPRUHWKDQKDOI  FRQWLQXHGWRILQG
LWµYHU\HDV\¶WRPRQLWRUWKHSHUIRUPDQFHRIWKHLUVFKHPHRULQYHVWPHQWV

_3DJHRI

7KHPDUNHWIRU,QYHVWPHQW&RQVXOWDQF\VHUYLFHVDQG)LGXFLDU\0DQDJHPHQWVHUYLFHVH[SHULHQFHV
DQGYLHZVRISHQVLRQVFKHPHWUXVWHHV


)LJXUH0RQLWRULQJPDLQ,&SURYLGHUVDQGPDLQ)0SURYLGHUVWUXVWHHERDUGVZKRILQG
HDFKDVSHFWOLVWHGµYHU\HDV\¶


%DVH '0 3HQVLRQVFKHPHVFXUUHQWO\EX\LQJ,&VHUYLFHV$OO  SHQVLRQVFKHPHVFXUUHQWO\
EX\LQJ)0VHUYLFHV$OO  
$FWLRQVWDNHQWRPRQLWRUPDLQSURYLGHUV
 0RVWWUXVWHHERDUGVUHSRUWWKH\KDYHWDNHQDFWLRQWRPRQLWRUWKHLUPDLQ,&SURYLGHUVLQRQHRI
WKHZD\VOLVWHGLQ)LJXUHZLWKLQWKHODVWWKUHH\HDUV7KUHHTXDUWHUV  RIWUXVWHHERDUGV
XVLQJ,&VHUYLFHVKDYHXQGHUWDNHQWZRRUPRUHRIWKHDFWLRQVOLVWHGDQGKDYHXQGHUWDNHQ
RQH2QDYHUDJHWUXVWHHERDUGVKDYHWDNHQDFWLRQVWRPRQLWRUWKHLUPDLQ,&SURYLGHU
 +\EULGVFKHPHVFDUU\RXWPRUHIRUPVRIPRQLWRULQJWKDQRWKHUJURXSVRIVFKHPHV DFWLRQV 
DQG'&VFKHPHVFDUU\RXWIHZHUIRUPVRIPRQLWRULQJ DFWLRQV 
 0RVWFRPPRQO\ERDUGVFKDOOHQJHWKHLUPDLQSURYLGHUWRLPSURYHWKHLUWHUPVDQGRUKDYHD
IRUPDOUHYLHZRIIHHV RIWKRVHXVLQJ,&VHUYLFHVHDFK -XVWRYHUKDOIRIWUXVWHHERDUGV
XVLQJ,&VHUYLFHVKDGEHQFKPDUNHGWKHIHHVWKHLUPDLQ,&SURYLGHUZDVFKDUJLQJ  )DU
IHZHUKDYHFDUULHGRXWDQ\DFWLRQVLQYROYLQJH[WHUQDORYHUVLJKW±IRUH[DPSOHH[WHUQDO
DVVHVVPHQWRIIHHVRUDGYLFHTXDOLW\ HDFK 
 /HVVWKDQKDOIRIWUXVWHHERDUGVXVLQJ)0VHUYLFHVKDGFKDOOHQJHGWKHLUPDLQ)0SURYLGHUWR
LPSURYHWKHLUWHUPV  KDGDIRUPDOUHYLHZRIWKHLUIHHV  RUKDGEHQFKPDUNHGWKH
IHHVWKHLUPDLQ)0SURYLGHUZDVFKDUJLQJDJDLQVWWKRVHRIDQRWKHUSRWHQWLDOSURYLGHU  2Q
DYHUDJHWUXVWHHERDUGVXVLQJ)0VHUYLFHVPRQLWRUWKHLUPDLQSURYLGHULQRIWKHZD\VOLVWHG
)RUWKRVHZKLFKKDGEHHQZLWKWKHLUFXUUHQWPDLQ)0SURYLGHUIRUPRUHWKDQILYH\HDUVDIRUPDO

_3DJHRI

The market for Investment Consultancy services and Fiduciary Management services: experiences
and views of pension scheme trustees

review of performance was more likely to have been carried out (52%) than for all other groups
combined; however, there were no differences regarding other forms of monitoring.
3.60 It is important to note that around a third of trustee boards using FM services (34%) had carried
out none of the types of monitoring shown in Figure 3.18 in the last three years. While this
group do not represent a majority, they are nevertheless significant in number. Furthermore,
these trustee boards do not have significantly different attitudes regarding the ease of
monitoring their main FM provider. Of those carrying out none of these forms of monitoring on
their main FM provider, 34% said it was ‘very easy’ to monitor the main FM provider, compared
with 46% overall.
3.61 Similarly, a fifth of trustee boards using IC services (18%) had carried out none of the types of
monitoring shown in Figure 3.18 in the last three years. These trustee boards had very similar
views regarding the ease of monitoring of their main IC provider compared to others; 48% said it
was ‘very easy’ to monitor their main IC provider, compared with 45% overall.
3.62 Smaller pension schemes are much less likely to have challenged their main IC provider to
improve their terms; only 41% had done so compared with 74% of large schemes and 57% of
medium schemes. Larger schemes are generally more likely to have undertaken a wider range
of action, with 76% of large schemes and 63% of medium schemes undertaking two or more of
the actions listed compared with 46% of small schemes.
3.63 DC pension schemes are less likely to have run a formal review of fees charged by their main
IC provider, only 41% had done so compared with 58% of DB schemes and 63% of Hybrid
schemes.
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7KHPDUNHWIRU,QYHVWPHQW&RQVXOWDQF\VHUYLFHVDQG)LGXFLDU\0DQDJHPHQWVHUYLFHVH[SHULHQFHV
DQGYLHZVRISHQVLRQVFKHPHWUXVWHHV


)LJXUH0RQLWRULQJPDLQ,&SURYLGHUDQGPDLQ)0SURYLGHUDFWLRQVWDNHQE\WUXVWHH
ERDUGVLQODVWWKUHH\HDUV SURPSWHG 


%DVH '0 3HQVLRQVFKHPHVFXUUHQWO\EX\LQJ,&VHUYLFHV$OO  SHQVLRQVFKHPHVFXUUHQWO\
EX\LQJ)0VHUYLFHV$OO  
6FKHPHVSRQVRULQYROYHPHQW
 7KHSHQVLRQVFKHPHVSRQVRU XVXDOO\WKHHPSOR\HU DQGWKHLUDGYLVRUVDUHFRQVLGHUHGWREH
µYHU\LPSRUWDQW¶LQPRQLWRULQJWKHPDLQ,&SURYLGHUE\WZRILIWKV  RIWUXVWHHERDUGVZKRXVH
PDLQ,&VHUYLFHV:KHUHWKHVSRQVRULVLQYROYHGLQPRQLWRULQJRIWKHPDLQ,&SURYLGHUWKH
SURYLGHULVRQDYHUDJHVFUXWLQLVHGRUFKDOOHQJHGWZLFHSHU\HDUE\WKHP
 )RU)0VHUYLFHVWKHSHQVLRQVFKHPHVSRQVRUDQGWKHLUDGYLVRUVDUHFRQVLGHUHGWREHµYHU\
LPSRUWDQW¶LQPRQLWRULQJWKHPDLQ)0SURYLGHUE\WZRILIWKVRIWUXVWHHERDUGV  :KHUHWKH
VSRQVRULVLQYROYHGLQPRQLWRULQJRIWKHPDLQ)0SURYLGHUWKHSURYLGHULVRQDYHUDJH
VFUXWLQLVHGRUFKDOOHQJHGWZLFHSHU\HDUE\WKHP
/DUJHUSHQVLRQVFKHPHVDUHOHVVOLNHO\WRWKLQNRIWKHVFKHPHVSRQVRUDQGWKHLUDGYLVRUVDV
µYHU\LPSRUWDQW¶LQPRQLWRULQJWKHLUPDLQ,&SURYLGHUZLWKRQO\RIODUJHVFKHPHVUHSRUWLQJ
WKLVFRPSDUHGZLWKRIPHGLXPVFKHPHVDQGRIVPDOOVFKHPHV/DUJHUSHQVLRQ
VFKHPHVDUHPRUHOLNHO\WRVHHWKHLUVSRQVRUWDNHVXFKDFWLRQVPRUHIUHTXHQWO\WKDQVPDOOHU
VFKHPHV WKUHHWLPHVD\HDUFRPSDUHGZLWKWZLFHIRUPHGLXPDQGVPDOOVFKHPHVIRU,&
VHUYLFHV 


_3DJHRI

7KHPDUNHWIRU,QYHVWPHQW&RQVXOWDQF\VHUYLFHVDQG)LGXFLDU\0DQDJHPHQWVHUYLFHVH[SHULHQFHV
DQGYLHZVRISHQVLRQVFKHPHWUXVWHHV


 6ZLWFKLQJDQGWHQGHULQJIRUDQ,&SURYLGHUDQGRU)0
SURYLGHU
/HQJWKRIWLPHZLWKWKHFXUUHQWPDLQSURYLGHU
 6FKHPHVXVLQJ,&VHUYLFHVKDYHEHHQZLWKWKHLUFXUUHQWPDLQ,&SURYLGHUIRUHLJKW\HDUVRQ
DYHUDJHDERXWWZRWKLUGV  KDYHKDGWKHVDPHPDLQSURYLGHUIRUILYHRUPRUH\HDUV'&
VFKHPHVDUHPRUHOLNHO\WRKDYHEHHQZLWKWKHLUFXUUHQWPDLQ,&SURYLGHUIRU\HDUVRUPRUH
WKDQRWKHUVFKHPHW\SHV  DVVKRZQLQ)LJXUH
 2QDYHUDJHWUXVWHHERDUGVXVLQJ)0VHUYLFHVKDYHXVHGWKHVDPHPDLQ)0SURYLGHUIRU
\HDUV$ERXWDWHQWK  KDYHEHHQZLWKWKHLUFXUUHQWSURYLGHUIRUOHVVWKDQD\HDU
 '&VFKHPHV¶OHQJWKRIWLPHZLWKWKHLUPDLQ)0SURYLGHULVQRWVKRZQLQ)LJXUHGXHWRWKH
VPDOOEDVHVL]H  +RZHYHURIWKHLQWHUYLHZHGHLJKWVDLGWKH\KDYHEHHQZLWKWKHLU
FXUUHQWPDLQ)0SURYLGHUIRU\HDUVRUPRUH
)LJXUH1XPEHURI\HDUVZLWKFXUUHQWPDLQ,&SURYLGHURUPDLQ)0SURYLGHUE\VFKHPH
W\SH


%DVH & 6FKHPHVFXUUHQWO\EX\LQJ,&VHUYLFHV$OO  '%  '&  +\EULG  
%DVH . 6FKHPHVFXUUHQWO\EX\LQJ)0VHUYLFHV$OO  '%  +\EULG  
 7KRVHFODLPLQJWRSXUFKDVHDQ\,&VHUYLFHVIURPRQHRIWKHODUJHVWWKUHHSURYLGHUVDUHPRUH
OLNHO\WRKDYHEHHQZLWKWKHVDPHPDLQSURYLGHUIRUILYHRUPRUH\HDUV YVRIWKRVHQRW
XVLQJRQHRIWKHWKUHHODUJHVWSURYLGHUVSURYLGHUV 
 0RUHVPDOOHUVFKHPHVKDYHMRLQHGWKHLUPDLQ,&SURYLGHULQWKHODVW\HDU  WKDQODUJHU
VFKHPHV  

_3DJHRI

7KHPDUNHWIRU,QYHVWPHQW&RQVXOWDQF\VHUYLFHVDQG)LGXFLDU\0DQDJHPHQWVHUYLFHVH[SHULHQFHV
DQGYLHZVRISHQVLRQVFKHPHWUXVWHHV


 7KHUHLVQRFOHDUOLQNEHWZHHQDVFKHPHXVLQJWKHVDPH,&SURYLGHUDQG)0SURYLGHUDQG
OHQJWKRIWLPHZLWKWKH,&SURYLGHU+RZHYHUWKHUHLVDOLQNZLWKWLPHZLWKWKH)0SURYLGHUWKRVH
ZKRSXUFKDVH,&VHUYLFHVDQG)0VHUYLFHVIURPWKHVDPHSURYLGHU KDYHEHHQZLWKWKHLUPDLQ
)0SURYLGHUIRUIHZHU\HDUVDQDYHUDJHRIVHYHQ IRUILYHRUPRUH\HDUV FRPSDUHGZLWK
QLQH\HDUV IRUILYHRUPRUH\HDUV IRUWKRVHZKRSXUFKDVH,&VHUYLFHVDQG)0VHUYLFHV
IURPGLIIHUHQWSURYLGHUV

)UHTXHQF\RIVZLWFKLQJRUWHQGHULQJIRUDQHZSURYLGHU
6ZLWFKLQJDQGWHQGHULQJIRUDQ,&SURYLGHU
 $TXDUWHURIVFKHPHVSXUFKDVLQJ,&VHUYLFHV  KDYHVZLWFKHGWKHLUPDLQ,&SURYLGHULQWKH
ODVWILYH\HDUVZKLOHDIXUWKHUVHYHQWK  WHQGHUHGEXWGLGQRWVZLWFK$OWKRXJKWKH
GLVWULEXWLRQRIUHVSRQVHVIRU'&VFKHPHVDSSHDUVTXLWHGLIIHUHQW )LJXUH WKHEDVHVL]H
KHUHLVVPDOO  DQGWKHUHDUHQRVLJQLILFDQWGLIIHUHQFHVE\VFKHPHW\SHRUE\VL]H
)LJXUH6ZLWFKHGPDLQ,&SURYLGHULQWKHODVWILYH\HDUVE\VFKHPHW\SH


%DVH ,&B6:,7&+B &XUUHQWO\EX\LQJ,&VHUYLFHV$OO  '%  '&  +\EULG  
 7KRVHZKRSXUFKDVH,&VHUYLFHVIURPRQHRIWKHWKUHHODUJHVWSURYLGHUV DUHPXFKOHVVOLNHO\
WRKDYHVZLWFKHGPDLQSURYLGHULQWKHODVWILYH\HDUVFRPSDUHGZLWKWKRVHZKRKDYHSXUFKDVHG
,&VHUYLFHVRQO\IURPRWKHUSURYLGHUV YV 6LPLODUO\QHDUO\WZRWKLUGV  RI
VFKHPHVSXUFKDVLQJ,&VHUYLFHVIURPWKHWKUHHODUJHVWSURYLGHUVVD\WKH\KDYHQRWWHQGHUHGRU
VZLWFKHGLQWKHODVWILYH\HDUVFRPSDUHGZLWKWKRVHZKRKDYHSXUFKDVHG,&VHUYLFHVRQO\IURP
RWKHUSURYLGHUV  
 2IWKRVHVZLWFKLQJPDLQSURYLGHUQHDUO\KDOIVD\WKH\IRXQGWKHSURFHVVµYHU\HDV\¶  DQG
DWKLUG  IRXQGWKHSURFHVVµIDLUO\HDV\¶2QHLQWHQ  IRXQGWKHSURFHVVµQRWYHU\HDV\¶
ZKLOHVD\WKDWWKHSURFHVVZDVµQRWDWDOOHDV\¶
 7KHUHDUHQRGLIIHUHQFHVE\VL]HUHJDUGLQJHDVHRIVZLWFKLQJPDLQ,&SURYLGHU



7KLVLQFOXGHVERWKWKHSHQVLRQVFKHPH¶VPDLQDQGRWKHUSURYLGHUV
7KLVLQFOXGHVERWKWKHSHQVLRQVFKHPH¶VPDLQDQGRWKHUSURYLGHUV

_3DJHRI

7KHPDUNHWIRU,QYHVWPHQW&RQVXOWDQF\VHUYLFHVDQG)LGXFLDU\0DQDJHPHQWVHUYLFHVH[SHULHQFHV
DQGYLHZVRISHQVLRQVFKHPHWUXVWHHV


6ZLWFKLQJDQGWHQGHULQJIRUDQ)0SURYLGHU
 7UXVWHHERDUGVZLWKDQ)0SURYLGHUDUHPXFKOHVVOLNHO\WRKDYHVZLWFKHGWKHLUPDLQ)0
SURYLGHU LQWKHODVWILYH\HDUV WKDQWKHLU,&SURYLGHU LQWKHODVWILYH\HDUV 7KHVH
WUXVWHHERDUGVWKDWXVH)0VHUYLFHVDUHDOVRVLJQLILFDQWO\OHVVOLNHO\WRKDYHVZLWFKHGWKHLUPDLQ
,&SURYLGHUWKDQWKRVHWUXVWHHERDUGVZKRGRQRWXVH)0VHUYLFHV LQWKHODVWILYH\HDUV 
 7KHUHLVDOVRVRPHYDULDWLRQE\VFKHPHW\SHVKRZQLQ)LJXUH2QHLQILYH  '%
VFKHPHVXVLQJ)0VHUYLFHVKDYHVZLWFKHGWKHLUPDLQ)0SURYLGHULQWKHODVWILYH\HDUV
VLJQLILFDQWO\DERYHDOORWKHUVFKHPHW\SHVFRPELQHG$PRQJ+\EULGVFKHPHVXVLQJ)0
VHUYLFHVKDGVZLWFKHGWKHLUPDLQ)0SURYLGHULQWKHODVWILYH\HDUV$OWKRXJKWKHEDVHVL]H
LVVPDOORIWKH'&VFKHPHVXVLQJ)0VHUYLFHVLQWHUYLHZHGQRQHKDGVZLWFKHGWKHLUPDLQ
)0SURYLGHULQWKHODVWILYH\HDUV7KHUHDUHQRVLJQLILFDQWGLIIHUHQFHVLQSURSHQVLW\WRVZLWFK
SURYLGHUE\VL]HRIVFKHPH
)LJXUH6ZLWFKHGPDLQ)0SURYLGHULQWKHODVWILYH\HDUVE\VFKHPHW\SH


%DVH )0B6:,7&+B &XUUHQWO\EX\LQJ)0VHUYLFHV$OO  '%  +\EULG  
 7KRVHZKRGLGQRWXVHRQHRIWKHWKUHHODUJHVWSURYLGHUVIRU)0VHUYLFHVZHUHVOLJKWO\PRUH
OLNHO\WRKDYHVZLWFKHGLQWKHODVWILYH\HDUV  WKDQVFKHPHVXVLQJRWKHUSURYLGHUV  
+RZHYHUDTXDUWHU  RIWKRVHSXUFKDVLQJ)0VHUYLFHVIURPRQHRIWKHWKUHHODUJHVW
SURYLGHUVWHQGHUHGEXWGLGQRWVZLWFKPRUHWKDQWKRVHXVLQJRWKHUSURYLGHUV  
 5RXJKO\DWKLUGRIWKHVFKHPHVLQWHUYLHZHGWKDWVZLWFKHGWKHLUPDLQ)0SURYLGHU RI
XQZHLJKWHGGXHWRVPDOOEDVHVL]H IRXQGWKHSURFHVVµYHU\HDV\¶ZKLOHIRXQGLWµIDLUO\HDV\¶
6HYHQVDLGWKHVZLWFKLQJSURFHVVZDVµQRWYHU\HDV\¶DQGWKUHHVDLGLWZDVµQRWDWDOOHDV\¶

5HDVRQVIRUQRWVZLWFKLQJRUWHQGHULQJIRUDQHZSURYLGHU
 7KLVVHFWLRQDQGWKDWUHJDUGLQJWKHVZLWFKLQJSURFHVVEHORZLVEDVHGRQTXHVWLRQVZKLFKZHUH
QRWDVNHGRIVFKHPHVZKREX\ERWK,&VHUYLFHVDQG)0VHUYLFHV7KHGHFLVLRQWRQRWDVNWKHVH
VFKHPHVWKHTXHVWLRQVDERXWVZLWFKLQJ,&SURYLGHUZDVPDGHWRHQVXUHWKDWWKHVXUYH\OHQJWK
ZDVUHDVRQDEOHIRUUHVSRQGHQWV

_3DJHRI

7KHPDUNHWIRU,QYHVWPHQW&RQVXOWDQF\VHUYLFHVDQG)LGXFLDU\0DQDJHPHQWVHUYLFHVH[SHULHQFHV
DQGYLHZVRISHQVLRQVFKHPHWUXVWHHV


 0RUHWKDQKDOIRIVFKHPHV  FKRVHQRWWRWHQGHURUVZLWFK,&SURYLGHULQWKHODVWILYH\HDUV
PRVW  VD\WKLVLVEHFDXVHWKH\KDYHEHHQKDSS\ZLWKWKHLUSURYLGHUDVVKRZQLQ)LJXUH
$TXDUWHU  RIVPDOOVFKHPHVZLWKEHWZHHQDQGPHPEHUVIHOWWKDWWKHVFKHPH
ZDVµWRRVPDOO¶WRMXVWLI\VZLWFKLQJSURYLGHURUUXQQLQJDWHQGHUH[HUFLVH
)LJXUH5HDVRQVIRUQRWVZLWFKLQJRUWHQGHULQJ,&SURYLGHU


%DVH , 6FKHPHVWKDWKDGQRWVZLWFKHGRUWHQGHUHGIRUDQ,&SURYLGHULQSDVW\HDUVDQGGLGQRW
XVHERWK,&VHUYLFHVDQG)0VHUYLFHV$OO  '%  '&  +\EULG  

6ZLWFKLQJSURFHVV
5DQJHRISURYLGHUV
 0RVWFRPPRQO\VFKHPHVUHTXHVWDQGUHFHLYHVXEPLVVLRQVIURPWKUHHSURYLGHUVIRU,&VHUYLFHV
DVVKRZQLQ)LJXUH ZKHQLVVXLQJDWHQGHU$VVKRZQLQ)LJXUHWKHPRVWFRPPRQ
QXPEHURIVXEPLVVLRQVIURPSRWHQWLDOSURYLGHUVUHFHLYHGLVDOVRWKUHHDQGWKHGLVWULEXWLRQRI
UHVSRQVHVLVYHU\VLPLODU7KLVVXJJHVWVWKDWSRWHQWLDOSURYLGHUVZKRDUHDVNHGWRVXEPLWD
WHQGHURUSURSRVDOJHQHUDOO\GRVR

_3DJHRI

7KHPDUNHWIRU,QYHVWPHQW&RQVXOWDQF\VHUYLFHVDQG)LGXFLDU\0DQDJHPHQWVHUYLFHVH[SHULHQFHV
DQGYLHZVRISHQVLRQVFKHPHWUXVWHHV


)LJXUH1XPEHURISURYLGHUVLQYLWHGWRVXEPLWDWHQGHURUSURSRVDOE\VFKHPHW\SH


%DVH ) $OOVZLWFKLQJ,&RUWHQGHULQJZKRGLGQRWXVHERWK,&VHUYLFHVDQG)0VHUYLFHV$OO  
'%  
)LJXUH1XPEHURIWHQGHUVRUSURSRVDOVUHFHLYHGE\VFKHPHW\SH


%DVH ) $OOVZLWFKLQJ,&RUWHQGHULQJZKRGLGQRWXVHERWK,&VHUYLFHVDQG)0VHUYLFHV$OO  
'%  
 /DUJHVFKHPHVLQYLWHWKHPRVWSURYLGHUVWRVXEPLWDWHQGHURUSURSRVDO)RXURXWRIWHQ  
RIODUJHVFKHPHVLQYLWHGILYHRUPRUHSURYLGHUVWRWHQGHU6LPLODUO\ODUJHVFKHPHVDOVR
UHFHLYHGWKHPRVWWHQGHUVRUSURSRVDOVUHFHLYHGILYHRUPRUHSURSRVDOV
 6FKHPHVZLWKRXWDQLQYHVWPHQWVXEFRPPLWWHHZHUHOHVVOLNHO\WKDQRWKHUVFKHPHVWRLQYLWH
SURSRVDOVIURPILYHRUPRUHSURYLGHUV  

_3DJHRI

7KHPDUNHWIRU,QYHVWPHQW&RQVXOWDQF\VHUYLFHVDQG)LGXFLDU\0DQDJHPHQWVHUYLFHVH[SHULHQFHV
DQGYLHZVRISHQVLRQVFKHPHWUXVWHHV


 0RUHWKDQIRXULQWHQVFKHPHVFXUUHQWO\SXUFKDVLQJDQ\,&VHUYLFHVIURPRQHRIWKHWKUHH
ODUJHVWSURYLGHUV  LQYLWHGILYHRUPRUHSURYLGHUVWRVXEPLWDWHQGHURUSURSRVDOFRPSDUHG
ZLWKDURXQGDTXDUWHURIWKRVHXVLQJDQRWKHU,&SURYLGHU  
7KHUROHRIWKLUGSDUWLHV
 -XVWXQGHUDWKLUGRIWUXVWHHERDUGV  WKDWVZLWFKHGPDLQ,&SURYLGHURUUDQDWHQGHU
SURFHVVFKRVHWRXVHDWKLUGSDUW\DGYLVRU7KHUHDUHQRVLJQLILFDQWGLIIHUHQFHVE\VFKHPHW\SH
RUVL]HRI XQZHLJKWHG '&VFKHPHVXVHGDWKLUGSDUW\DGYLVRUZKHQVZLWFKLQJRU
WHQGHULQJDVGLGRI XQZHLJKWHG +\EULGVFKHPHV
 $VVKRZQLQ)LJXUHPRUHWKDQIRXUILIWKVRIWUXVWHHERDUGVDVNHGIRUZULWWHQVXEPLVVLRQV
 ZKLOHDVLPLODUQXPEHU  KHOGLQWHUYLHZVZLWKSRWHQWLDOSURYLGHUV)HZHUWUXVWHH
ERDUGVDVNHGIRUPRGHOOLQJWREHXQGHUWDNHQ  RUDWWHQGHGRUKRVWHGVLWHYLVLWV  '%
VFKHPHVDUHVOLJKWO\PRUHOLNHO\WKDQRWKHUJURXSVWRKDYHDVNHGIRUIRUPDOZULWWHQVXEPLVVLRQV
 RUWRKDYHKHOGLQWHUYLHZVZLWKSRWHQWLDOSURYLGHUV  %DVHVL]HVDUHLQVXIILFLHQWWR
VKRZUHVXOWVIRU'&DQG+\EULGVFKHPHVRQWKHFKDUWEHORZ
)LJXUH$FWLRQVWDNHQDVSDUWRIWKHVZLWFKLQJWHQGHULQJSURFHVV


%DVH ) $OOZKRUDQDWHQGHUH[HUFLVHIRU,&WKDWGLGQRWXVHERWK,&VHUYLFHVDQG)0VHUYLFHV$OO
 '%  
(DVHRIFRPSDULVRQ
 7UXVWHHERDUGVILQGLWJHQHUDOO\HDV\WRDVVHVVWKHTXDOLW\RISURSRVDOVDQGWKHOHYHORIIHHV
EXWOHVVVRWKHLQYHVWPHQWWUDFNUHFRUGRI,&SURYLGHUVRIWKHIHHVSD\DEOHWRDVVHWPDQDJHUV
2QHWKLUGRIWUXVWHHERDUGV  VD\WKH\ILQGWKHRYHUDOOTXDOLW\RIHDFKSURSRVDOµYHU\HDV\¶
WRMXGJHDQGKDOI  IRXQGLWµIDLUO\HDV\¶6PDOOSURSRUWLRQVILQGLWµQRWYHU\HDV\¶  DQG
µQRWDWDOOHDV\¶  $VPDOOJURXS  GLGQRWNQRZRUFRXOGQRWUHFDOOKRZHDV\RUGLIILFXOW
WKHSURFHVVKDGEHHQ
 $VVKRZQLQ)LJXUH'%VFKHPHVDUHVOLJKWO\PRUHOLNHO\WRVD\WKDWMXGJLQJWKHRYHUDOO
TXDOLW\RISURSRVDOVZDVµYHU\HDV\¶

_3DJHRI

7KHPDUNHWIRU,QYHVWPHQW&RQVXOWDQF\VHUYLFHVDQG)LGXFLDU\0DQDJHPHQWVHUYLFHVH[SHULHQFHV
DQGYLHZVRISHQVLRQVFKHPHWUXVWHHV


)LJXUH3HUFHQWDJHRIVFKHPHVILQGLQJHDFKDVSHFW YHU\HDV\ WRDVVHVV


%DVH )) $OOZKRUDQDWHQGHUH[HUFLVHIRU,&WKDWGLGQRWXVHERWK,&VHUYLFHVDQG)0
VHUYLFHV$OO  '%  
 5HVSRQGHQWVZHUHDVNHGZKDWLIDQ\WKLQJZRXOGPDNHLWHDVLHUWRLGHQWLI\WKHEHVWLQYHVWPHQW
FRQVXOWDQF\IRUWKHVFKHPHDQGJDYHDZLGHUDQJHRIUHVSRQVHV7KHPRVWIUHTXHQWVXJJHVWLRQ
PDGHVSRQWDQHRXVO\E\RQHLQHOHYHQVFKHPHVZKRUDQDWHQGHURUSURSRVDOH[HUFLVH ZDVD
VWDQGDUGLVHGEHQFKPDUNRUSURSRVDOIRUPDW  
 2WKHUVXJJHVWLRQVIRUPDNLQJWKHSURFHVVHDVLHUZHUHKDYLQJPRUHLQIRUPDWLRQDYDLODEOHWR
WUXVWHHVRQLQYHVWPHQWVWUDWHJ\DQGIHHV  LPSURYHGH[SHUWLVHDQGDWWHQWLRQWRGHWDLO
DPRQJ,&SURYLGHUV  LPSURYHGSHQVLRQWUXVWHHNQRZOHGJHDQGDELOLW\  WKHSURYLVLRQRI
DUHOLDEOHVRXUFHRIUHFRPPHQGDWLRQVUHIHUHQFHVDQGUHYLHZV  DQGLPSURYHGPHWKRGVRI
MXGJLQJDQ,&SURYLGHU¶VWUDFNUHFRUG  
 2QHLQHLJKW  RIVFKHPHVVDLGWKDWµ1RWKLQJ¶ZRXOGPDNHLWHDVLHUIRUWKHPWRLGHQWLI\WKH
EHVW,&SURYLGHUIRUWKHVFKHPHVEDVHGRQWKHSURSRVDOVWKH\KDGUHFHLYHG,WLVDOVRZRUWK
QRWLQJWKDWRIWKHVFKHPHVDVNHGRQHLQILYH  VDLGWKH\GLGQRWNQRZZKDWZRXOGPDNHLW
HDVLHUWRLGHQWLI\WKHEHVWLQYHVWPHQWFRQVXOWDQF\SURYLGHUIRUWKHLUVFKHPH





_3DJHRI

7KHPDUNHWIRU,QYHVWPHQW&RQVXOWDQF\VHUYLFHVDQG)LGXFLDU\0DQDJHPHQWVHUYLFHVH[SHULHQFHV
DQGYLHZVRISHQVLRQVFKHPHWUXVWHHV


 )LUVWSXUFKDVLQJ)0VHUYLFHV
7KHLQLWLDOGHFLVLRQ
 7KRVHVXUYH\UHVSRQGHQWVZKRVHVFKHPHXVHG)0VHUYLFHVZHUHDVNHGWRUHFDOOZKRLI
DQ\RQHILUVWSURPSWHGWKHWUXVWHHERDUGWREX\)0VHUYLFHVIRUWKHLUSHQVLRQVFKHPH7ZR
ILIWKV  GLGQRWNQRZZKRILUVWSURPSWHGWKHVFKHPHWRFRQVLGHUWKHLGHD,WVKRXOGEH
UHPHPEHUHGWKDWWKHSXUFKDVHRI)0VHUYLFHVPD\KDYHWDNHQSODFHPDQ\\HDUVSUHYLRXVO\
DQGWKHUHLVDWXUQRYHURIWUXVWHHVLQPDQ\SHQVLRQVFKHPHV
 $VVKRZQLQ)LJXUHDTXDUWHURIWUXVWHHERDUGV RUH[FOXGLQJGRQ¶WNQRZ
UHVSRQVHV VD\WKDWWKHPDLQSHUVRQSURPSWLQJWKHLQLWLDOSXUFKDVHRI)0VHUYLFHVZDVD
WUXVWHH$QH[LVWLQJ,&SURYLGHU RUH[FOXGLQJGRQ¶WNQRZUHVSRQVHV ZDVWKHILUVW
SURPSWIRUVRPHWUXVWHHERDUGVEXWQRWIRUDPDMRULW\7KHHPSOR\HURUVFKHPHVSRQVRU 
RUH[FOXGLQJGRQ¶WNQRZUHVSRQVHV ZDVOHVVLPSRUWDQW
)LJXUH:KRLIDQ\RQHILUVWSURPSWHGWKHWUXVWHHERDUGWREX\)0VHUYLFHV"


%DVH / &XUUHQWO\EX\LQJ)0VHUYLFHV$OO  '%  '&  +\EULG  
 0RUHWKDQDTXDUWHU  RIWKRVHZKRSXUFKDVHDQ\)0VHUYLFHVIURPRQHRIWKHWKUHHODUJHVW
SURYLGHUVVD\WKDWSXUFKDVLQJ)0VHUYLFHVZDVLQLWLDOO\SURPSWHGE\WKHLULQYHVWPHQWFRQVXOWDQW
DWWKHWLPHFRPSDUHGZLWKRQHLQHLJKWZKREX\)0VHUYLFHVRQO\IURPRWKHUSURYLGHUV  ,W
LVZRUWKQRWLQJWKDWWKHVL]HGLVWULEXWLRQRIFXVWRPHUVRIWKHWKUHHODUJHVWSURYLGHUVWHQGVWRZDUG
ODUJHUVFKHPHVZKRDUHPRUHOLNHO\WRSXUFKDVH)0VHUYLFHV VHH&KDSWHU )RXULQWHQODUJH
VFKHPHV  VDLGWKDWWKHLQLWLDOSXUFKDVHRI)0VHUYLFHVZDVSURPSWHGE\WKHWUXVWHHV¶RZQ
LQLWLDWLYHVLJQLILFDQWO\PRUHWKDQIRURWKHUJURXSV
 ([DPLQLQJVFKHPHVZKLFKFXUUHQWO\SXUFKDVHDWOHDVWVRPH,&VHUYLFHVDQG)0VHUYLFHVIURP
WKHVDPHSURYLGHURQHLQWKUHH  VD\WKDWWKHLGHDWRSXUFKDVH)0VHUYLFHVZDVLQLWLDOO\
SURPSWHGE\WKHWUXVWHHV¶RZQLQLWLDWLYHVLJQLILFDQWO\PRUHWKDQVFKHPHVZKREX\,&VHUYLFHV
DQG)0VHUYLFHVIURPGLIIHUHQWSURYLGHUV  7KH\DUHQRPRUHOLNHO\WKDQRWKHUVFKHPHVWR
VD\WKDWWKH,&SURYLGHUDWWKHWLPHZDVWKHSURPSWWRSXUFKDVH)0VHUYLFHV

_3DJHRI

7KHPDUNHWIRU,QYHVWPHQW&RQVXOWDQF\VHUYLFHVDQG)LGXFLDU\0DQDJHPHQWVHUYLFHVH[SHULHQFHV
DQGYLHZVRISHQVLRQVFKHPHWUXVWHHV


 $PRQJWKRVHZKRSXUFKDVHG)0VHUYLFHVZLWKRXWWKHLQYROYHPHQWRIDWKLUGSDUW\ WKLUGSDUW\
GHILQHGKHUHWRH[FOXGH,&SURYLGHUVDWWKHWLPH DWKLUG  VDLGWKDWWKH,&SURYLGHUZDVWKH
PDLQSURPSWWRSXUFKDVH)0VHUYLFHVFRPSDUHGZLWKKDOIWKDWOHYHO  ZKRGLGLQYROYHD
WKLUGSDUW\7KLVVXJJHVWVWKDWZKHUHDQ,&SURYLGHUGRHVPRWLYDWH)0VHUYLFHVSXUFKDVHWKLUG
SDUW\DGYLFHPD\EHOHVVOLNHO\WREHXVHGLQWKHVXEVHTXHQWSXUFKDVLQJSURFHVV

7KH,&SURYLGHUUROHLQSUDFWLFH


7DNLQJLQWRDFFRXQWERWKVFKHPHVZLWKDQ,&SURYLGHUZKRFXUUHQWO\SXUFKDVH)0VHUYLFHVDQG
VFKHPHVZLWKDQ,&SURYLGHUZKRGRQRWDERXWDILIWKRIVFKHPHV  VD\WKDWWKHLU,&
SURYLGHUKDVDWVRPHSRLQWVXJJHVWHGWKDWWKH\PLJKWFRQVLGHUXVLQJDQ)0VHUYLFH DVVKRZQ
LQ)LJXUH 

 /DUJHDQGPHGLXPVL]HGVFKHPHVDUHPRUHOLNHO\WRKDYHKDG)0VHUYLFHVPHQWLRQHGWRWKHP
E\WKHLU,&SURYLGHU DQGUHVSHFWLYHO\ WKDQVPDOOVFKHPHV  7KLVPD\UHIOHFW
WKDWVPDOOHUVFKHPHVKDYHVLPSOHUUHTXLUHPHQWVDQGPD\WKHUHIRUHEHOHVVOLNHO\WRQHHG)0
VHUYLFHV VHH&KDSWHU 
 7KRVHZKREX\,&VHUYLFHVIURPRQHRIWKHWKUHHODUJHVWSURYLGHUVDUHIDUPRUHOLNHO\WRVD\
WKH\KDYHKDG)0VHUYLFHVVXJJHVWHG  E\WKHLUSURYLGHUFRPSDUHGZLWKRIRWKHUV,W
LVZRUWKQRWLQJWKDWWKHWKUHHODUJHVWSURYLGHUVZRXOGEHPRUHOLNHO\WKDQVRPHRWKHU,&
SURYLGHUVWRKDYHDQ)0VHUYLFHWRRIIHU
)LJXUH3HUFHQWDJHRIDOOVFKHPHV XVLQJHLWKHU,&VHUYLFHVRU)0VHUYLFHV ZKHUH,&
SURYLGHUVXJJHVWHGXVLQJ)0VHUYLFHV
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_3DJHRI

7KHPDUNHWIRU,QYHVWPHQW&RQVXOWDQF\VHUYLFHVDQG)LGXFLDU\0DQDJHPHQWVHUYLFHVH[SHULHQFHV
DQGYLHZVRISHQVLRQVFKHPHWUXVWHHV
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%DVH 3/ $OOVFKHPHVZKHUH,&SURYLGHUVXJJHVWHGXVLQJ)0VHUYLFHV$OO  '%  

%X\LQJIURPWKHH[LVWLQJ,&SURYLGHU
 /HVVWKDQKDOIRIWUXVWHHERDUGVVD\WKH\XVHDQ)0SURYLGHUWKDWZDVWKHLU,&SURYLGHUDWWKH
WLPHWKH\FKRVHWKHP  +RZHYHUDTXDUWHURIVFKHPHV  VD\WKH\GRQ¶WNQRZLIWKH\
ZHUHWKH,&SURYLGHUDWWKHWLPH OLNHO\WREHSULPDULO\GXHWRWKHSDVVLQJRIWLPHVLQFHWKHLQLWLDO
DGRSWLRQRI)0VHUYLFHVDQGWKHWXUQRYHURIWUXVWHHV ,WLVWKHUHIRUHLQIRUPDWLYHWRDOVRORRNDW
UHEDVHGGDWDIRUWKLVTXHVWLRQRIWKRVHZKRZHUHDEOHWRDQVZHUWKHTXHVWLRQDERXWKDOIRI
WUXVWHHERDUGV  VD\WKDWWKH\FXUUHQWO\XVHDQ)0SURYLGHUWKDWZDVWKHLU,&SURYLGHUDWWKH
WLPHRIDSSRLQWPHQW
 +RZHYHULWLVPRUHFRPPRQWKDWVFKHPHVXVHWKHVDPHSURYLGHUFXUUHQWO\IRUERWKVHUYLFHV
2YHUDOOPRUHWKDQWZRWKLUGV  ZHUHSXUFKDVLQJWKHLU,&VHUYLFHVDQG)0VHUYLFHVIURPWKH
VDPHSURYLGHU /RRNLQJVSHFLILFDOO\DWWKHJURXSZKRDUHDEOHWRUHFDOOZKHWKHUWKHLU)0
SURYLGHUZDVWKHLU,&SURYLGHUDWWKHWLPHRIILUVWSXUFKDVLQJ)0VHUYLFHV WZRWKLUGV  VD\
WKDWWKH\FXUUHQWO\SXUFKDVHDWOHDVWVRPH,&VHUYLFHVDQG)0VHUYLFHVIURPWKHVDPHSURYLGHU
 &OHDUO\WKHUHLVDGLIIHUHQFHEHWZHHQWKHDQVZHUVWRWKHVHTXHVWLRQVZLWK RIWKRVHDEOHWR
DQVZHU XVLQJWKHVDPHSURYLGHUIRUWKHLU,&VHUYLFHVDQG)0VHUYLFHVDWWKHWLPHRIWKH
VXUYH\ EXWQRWDWWKHWLPHRISXUFKDVLQJ)0VHUYLFHV,WVHHPVFOHDUWKDWVRPHWUXVWHHERDUGV
PXVWKDYHVXEVHTXHQWO\VZLWFKHGWKHLU,&VHUYLFHWRWKHLU)0SURYLGHURUDOWHUQDWLYHO\WKH\KDG
QHLWKHU,&SURYLGHUVQRU)0SURYLGHUVSULRUWRWKHSXUFKDVHRI)0VHUYLFHV6LQFHWKLVVLWXDWLRQ
ZDVXQDQWLFLSDWHGDWWKHWLPHRIVXUYH\GHVLJQWKHTXHVWLRQQDLUHGRHVQRWDOORZWKHVH
VLWXDWLRQVWREHLGHQWLILHGRUGLVWLQJXLVKHG


7KLVLQFOXGHVERWKWKHSHQVLRQVFKHPH¶VPDLQDQGRWKHUSURYLGHUV
,QFOXGLQJWKRVHZKRGRQRWFXUUHQWO\KDYHDQ,&SURYLGHUDQGVRZHUHQRWDVNHGWKHTXHVWLRQZKR
DUHFODVVHGDVQRWXVLQJWKHVDPHSURYLGHUIRUWKLVSXUSRVH7KLVPHDQVWKDWWKHUHEDVLQJSURFHVV
LQFUHDVHVWKHSURSRUWLRQXVLQJWKHVDPHSURYLGHUUHODWLYHWRQRQUHEDVHGGDWD
7KLVLQFOXGHVERWKWKHSHQVLRQVFKHPH¶VPDLQDQGRWKHUSURYLGHUV
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)LJXUH%X\LQJ)0VHUYLFHVIURPDQH[LVWLQJ,&SURYLGHU DPRQJWKRVHDEOHWRUHPHPEHULI
WKHILUVW)0SURYLGHUZDVDQ,&SURYLGHUDWWKHWLPH 
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 /RRNLQJPRUHEURDGO\DWJURXSVWKDWSXUFKDVHWKHLU,&VHUYLFHVDQG)0VHUYLFHVIURPWKHVDPH
SURYLGHU MXVWRYHUWZRWKLUGVRIVFKHPHV  DUHLQWKLVVLWXDWLRQZKLOHMXVWXQGHUWZRWKLUGV
 XVHWKHVDPHPDLQSURYLGHUIRUERWK,&VHUYLFHVDQG)0VHUYLFHV7KRVHZKRVD\WKDW
WKH\XVHRQHRIWKHODUJHVWWKUHHSURYLGHUVIRUWKHLU)0VHUYLFHVDUHPRUHOLNHO\WRVD\WKH\
SXUFKDVHWKHLU,&VHUYLFHVDQG)0VHUYLFHVIURPWKHVDPHSURYLGHU  WKDQWKRVHZKRGR
QRWXVHWKHVHSURYLGHUVIRU)0  ,WVKRXOGEHQRWHGWKDWWKLVPD\EHEHFDXVHWKHODUJHVW
WKUHHSURYLGHUVDUHPRUHOLNHO\WREHLQDSRVLWLRQWRRIIHUVFKHPHVERWKVHUYLFHVWKDQVRPH
RWKHUSURYLGHUV
 7KRVHZKRKDYHKDGWKHLUPDLQ)0SURYLGHUIRURUPRUH\HDUVDUHPXFKOHVVOLNHO\WR
SXUFKDVHWKHLU,&VHUYLFHVDQG)0VHUYLFHVIURPWKHVDPHSURYLGHU  WKDQWKRVHZKRKDYH
KDGWKHLUPDLQ)0SURYLGHUIRUWR\HDUV   

6HOHFWLQJDSURYLGHU
5DQJHRISURYLGHUV
 $ERXWWZRWKLUGV  RIWKRVHVFKHPHVSXUFKDVLQJ)0VHUYLFHVIRUWKHILUVWWLPHDQGDEOHWR
UHPHPEHUWKHSXUFKDVHVD\WKDWWKH\UDQDWHQGHUSURFHVV,QFOXGLQJVFKHPHVZKHUHWKH
UHVSRQGHQWZDVXQDEOHWRUHPHPEHUWKHSXUFKDVH OLNHO\WREHSULPDULO\GXHWRWKHWXUQRYHURI
WUXVWHHVVLQFH)0ZDVILUVWSXUFKDVHG KDOI  RIDOOVFKHPHVWKDWEX\)0VHUYLFHVVD\WKDW
WKH\UDQDWHQGHUSURFHVV



7KLVDSSURDFKKDVEHHQWDNHQEHFDXVHWKHUHVSRQVHVLQWKLVVHFWLRQRIWKHVXUYH\KDYHDKLJK
SURSRUWLRQRIGRQ¶WNQRZUHVSRQVHV7KLVFRXOGEHEHFDXVHWKH\VRPHWLPHVUHODWHWRHYHQWVVHYHUDO
\HDUVDJRRIZKLFKUHVSRQGHQWVPD\KDYHOHVVHUUHFDOO IRUH[DPSOHZKHUHWKH\PD\QRWSHUVRQDOO\
KDYHEHHQLQYROYHGDWWKHWLPH 0HDQZKLOHWKHUHVSRQVHVUHJDUGLQJFXUUHQW)0SURYLGHUVKDYHD
PXFKORZHUSURSRUWLRQRIGRQ¶WNQRZUHVSRQVHV7KHUHIRUHWRFRPSDUHWKHWZRVLWXDWLRQV
PHDQLQJIXOO\LWLVKHOSIXOWRH[FOXGHGRQ¶WNQRZUHVSRQVHV5HVSRQVHVLQFOXGLQJGRQ¶WNQRZDUH
VKRZQ IRULQIRUPDWLRQ LQJUH\
7KLVLQFOXGHVERWKWKHSHQVLRQVFKHPH¶VPDLQDQGRWKHUSURYLGHUV
7KLVLQFOXGHVERWKWKHSHQVLRQVFKHPH¶VPDLQDQGRWKHUSURYLGHUV
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 2QO\RIVFKHPHVEX\LQJ)0VHUYLFHVIRUWKHILUVWWLPHLQYLWHGIHZHUWKDQWKUHHSURSRVDOV
IURPSURYLGHUVZKHQEX\LQJ)0VHUYLFHVIRUWKHILUVWWLPH2IWKRVHVFKHPHV XQZHLJKWHG 
WKUHHVFKHPHVGLGQRWLQYLWHPRUHSURSRVDOVDVWKHWUXVWHHERDUGKDGDSUHIHUHQFHIRUFHUWDLQ
SURYLGHU V DQGWZRVFKHPHVVDLGWKDWWKHLUDGYLVRUVRQO\UHFRPPHQGHGRQHRUWZRSURYLGHUV
7KHUROHRIWKLUGSDUWLHV
 $VQRWHGDERYHDQXPEHURIUHVSRQGHQWVKDGGLIILFXOW\UHFDOOLQJWKHSUHFLVHFLUFXPVWDQFHVRI
WKHLQLWLDOSXUFKDVHRI)0VHUYLFHV0RUHWKDQDTXDUWHUGLGQRWNQRZLIWKH\KDGUXQDWHQGHURU
REWDLQHGWKLUGSDUW\DVVLVWDQFHZLWKWKHVZLWFKLQJSURFHVVZKHQDVNHG  UHVSRQVHVKHUH
DUHJLYHQERWKLQFOXGLQJDQGH[FOXGLQJWKHVHUHVSRQVHV
 +DOIRIVFKHPHVVD\WKH\UDQDWHQGHUSURFHVVZKHQEX\LQJ)0VHUYLFHVIRUWKHILUVWWLPH 
RURIWKRVHDEOHWRDQVZHU $WKLUG RURIWKRVHDEOHWRDQVZHU UDQWKHWHQGHU
ZLWKH[WHUQDOKHOSDQGDILIWK RURIWKRVHDEOHWRDQVZHU ZLWKRXWH[WHUQDOKHOS
 -XVWXQGHUKDOIRIVFKHPHV RURIWKRVHDEOHWRDQVZHU KDGVRPHIRUPRIWKLUGSDUW\
LQYROYHPHQWLQWKHSURFHVVRYHUDOOPRVWFRPPRQO\LQWKHIRUPRIDGYLFH RURIWKRVH
DEOHWRDQVZHU DVVKRZQLQ)LJXUH
)LJXUH7UXVWHHERDUGVVHHNLQJDGYLFHIURPDWKLUGSDUW\RQWKHLQLWLDOSXUFKDVHRI)0
VHUYLFHVRUDVNLQJWKLUGSDUWLHVWRUXQDWHQGHUSURFHVV
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6 Potential conflicts of interest
Perceptions of conflicts of interest
6.1

Representatives of trustee boards taking part in the survey were asked a series of four
questions regarding specific potential conflicts of interest identified by the CMA in the early
stages of the market investigation. They were asked to consider whether each of the four
following factors were a problem for the market as a whole (rather than for their specific provider
of IC services and/or FM services):
•

Investment consultants using their position to steer clients into their own fiduciary
management services;

•

Business relationships with asset managers affecting the independence of investment
consultants or fiduciary managers;

•

Receipt of gifts and hospitality from asset managers affecting the independence of
investment consultants or fiduciary managers;

•

Fiduciary management providers investing scheme funds with their own asset managers or
investment products.

6.2

The responses to these are shown in Figure 6.1. In total, around two fifths (42%) of all
respondents think that least one of the issues mentioned is ‘a problem, and more should be
done to address it’. It is important to note that a notable proportion of trustee boards said that
they did not know whether each of the statements above constituted a problem for the market
as a whole (between 19% and 28% said they did not know the answer in each case). If this
group were excluded from the analysis, all percentages in this section would be significantly
higher.

6.3

Nearly a third (30%) of trustee boards think that ‘Investment consultants using their position to
steer clients into their own fiduciary management services’ is ‘a problem, and more should be
done to address it’. A further 30% consider it to be ‘a problem, but generally well managed’.
About a fifth (21%) believe that it is ‘not a problem in the market’.

6.4

About a quarter (26%) of trustee boards think that ‘Fiduciary management providers investing
scheme funds with their own asset managers or investment products’ is ‘a problem, and more
should be done to address it’. A further third (33%) consider it to be ‘a problem, but generally
well managed’. About a fifth (20%) believe that it is ‘not a problem in the market’.

6.5

About one fifth (19%) of trustee boards think that ‘Business relationships with asset managers
affecting the independence of investment consultants or fiduciary managers’ is ‘a problem, and
more should be done to address it’. A further third (35%) consider it to be ‘a problem, but
generally well managed’. About a quarter (24%) believe that it is ‘not a problem in the market’.

6.6

One seventh (14%) of trustee boards think that ‘Receipt of gifts and hospitality from asset
managers affecting the independence of investment consultants or fiduciary managers’ is ‘a
problem, and more should be done to address it’. A further three tenths (21%) consider it to be
‘a problem, but generally well managed’. About a fifth (37%) believe that it is ‘not a problem in
the market’.
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Table 6.2 Perceived conflicts of interest: opinion regarding four prompted statements about
potential conflicts of interest; by responding trustee type
‘A problem and more should be
done about it’:

Corporate
trustee

Employerappointed
trustee

Membernominated
trustee

Professional
trustee

126

457

180

163

Investment consultants using their
position to steer clients into their
own FM fiduciary management
services

23%

27%

20%

62%*

Business relationships with asset
managers affecting the
independence of investment
consultants or fiduciary managers
providers

17%

16%

16%

32%*

Receipt of gifts and hospitality
from asset managers affecting the
independence of investment
consultants or fiduciary managers

9%

14%

15%

17%

Fiduciary management providers
investing scheme funds with their
own asset managers or
investment products

19%

24%

19%

47%*

Any of the above

35%

39%

37%

69%*

Base (Q1)

6.8

In general, trustee boards of large schemes are more likely to believe that each specific issue is
‘a problem and more should be done about it’, with the exception of ‘receipt of gifts and
hospitality from asset managers affecting the independence of investment consultants or
fiduciary managers’. More than half (54%) think that at least one of the four issues mentioned is
‘a problem and more should be done about it’.

6.9

A similar but larger difference is seen by trustee type; where the individual concerned is a
professional trustee; more than two thirds (69%) think that least one of the four issues
mentioned is ‘a problem and more should be done about it’.

6.10 The more schemes a trustee is involved in, the more likely they are to think that each issue is ‘a
problem and more should be done about it’, with the exception of ‘receipt of gifts and hospitality
from asset managers affecting the independence of investment consultants or fiduciary
managers’. Those who are trustees for no other schemes are least likely to believe any one
issue mentioned is ‘a problem and more should be done about it’ (35%), rising to two thirds
(66%) among those who work with five to ten schemes, and to nearly four fifths (79%) among
those who work with 11† or more schemes. However, this latter figure is based on a low base
(43).
6.11 Finally, Table 6.3 shows responses regarding these four issues among trustee boards using IC
services and FM services. The proportion of those using IC services who feel at least one of the
four issues mentioned to be ‘a problem and more should be done about it’ is above the
proportion found for other pension schemes. No significant difference is seen between trustee
boards stating that they are customers of the largest three providers, and trustee boards using
only other providers.
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Table 6.3 Perceived conflicts of interest: by usage of IC services and FM services
‘A problem and more should be done
about it’:

Use IC
services

Use FM
services

Use both IC
services and FM
services

Base (Q1)

783

279

258

Investment consultants using their
position to steer clients into their own FM
fiduciary management services

32%

22%*

22%*

Business relationships with asset
managers affecting the independence of
investment consultants or fiduciary
managers providers

19%

11%*

11%*

Receipt of gifts and hospitality from
asset managers affecting the
independence of investment consultants
or fiduciary managers

12%

9%

10%

Fiduciary management providers
investing scheme funds with their own
asset managers or investment products

28%

14%*

14%*

Any of the above

45%

31%*

32%*
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Mitigating potential conflicts of interest
6.12 Trustee boards have a wide range of ideas regarding actions that should be taken to mitigate
any potential conflicts of interest identified. These were classified through a coding process.
About a quarter (27%) feel no mitigation of potential conflicts of interest is necessary, and a
further tenth don’t know what could be done (10%). Top responses are shown in Table 6.4
Table 6.4 Mitigating potential conflicts of interest: suggestions given by all who identify a
problem by size (unprompted)
Small

Medium

Large

All schemes

178

375

218

771

Improvements in disclosure of
corporate links / relationships

8%

10%

17%*

11%

Separation of companies providing
IC services and FM services

4%

10%

18%*

10%

Improvements in trustee
knowledge

8%

8%

10%

8%

Require or encourage trustees to
buy, or obtain independent advice
or reviewing

6%

6%

10%

7%

Unspecified improvements to
transparency / disclosure

9%

4%

6%

6%

Unspecified other changes to
regulation

4%

6%

5%

5%

FM providers and IC providers
being barred from using /
recommending their own products

1%

5%

5%

4%

Disclosure of asset manager fees
and/or rewards

1%

4%

8%

4%

Separation of companies providing
services, other than between FM
and IC

2%

5%

5%

4%

Clearer code of conduct

2%

4%

2%

3%

Banning of gifts and/or hospitality
for IC providers or FM providers

5%*

2%

1%

3%

‘What, if anything, would you
support to mitigate any of the
potential conflicts of interest that
you consider may be
problematic?’:
Base (Q6)

6.13 Professional trustees responding to the survey (who, as noted above, were the group most
likely to identify perceived conflicts of interest) show slightly different priorities to other groups
regarding mitigation. They are particularly likely to suggest that IC services and FM services
should be provided by separate companies (17%), and especially that trustees should be
required or encouraged to buy or obtain independent advice and review (17%, vs. 4% to 6% of
all other trustee types). They are much less likely than other trustee types to say that nothing
should be done (9%). Top responses are shown in Table 6.5.
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6.14 Individuals who are trustees of two or more schemes are also more likely than other groups to
want to see actions taken regarding mitigation of potential conflicts of interest; 13% think
nothing should be done compared with 35% of those who are trustees of only one scheme.
They are also particularly keen to see separation of companies providing both IC services and
FM services (16% vs. 6% of those trustees for one scheme).
6.15 Finally, those trustees on investment sub-committees have a distinctive profile of answers; only
12% felt nothing should be done regarding mitigation of potential conflicts of interest, while 17%
wanted to see separation of companies providing both IC services and FM services, and 8%
wanted to see improvement of the disclosure of asset manager fees and/or rewards, something
rarely mentioned by other groups.
Table 6.5 Mitigating potential conflicts of interest: suggestions given by all who identify a
problem by trustee type
‘What, if anything, would you support to
mitigate any of the potential conflicts of
interest that you consider may be
problematic?’:

Professional
trustees

Trustees of two
or more
schemes

Trustees on
investment subcommittees

149

299

154

Improvements in disclosure of corporate
links / relationships

13%

11%

15%

Separation of companies providing IC
services and FM services

17%*

16%*

17%

9%

9%

12%

17%*

9%

8%

Unspecified improvements to
transparency / disclosure

6%

9%

4%

Unspecified other changes to regulation

5%

5%

5%

FM providers and IC providers being
barred from using / recommending their
own products

7%

5%

4%

Disclosure of asset manager fees and/or
rewards

8%

5%

8%

Separation of companies providing
services, other than between FM and IC

3%

4%

6%

Clearer code of conduct

2%

3%

3%

Banning of gifts and/or hospitality for IC
providers or FM providers

1%

2%

3%

Base (Q6)

Improvements in trustee knowledge
Require or encourage trustees to buy, or
obtain independent advice or reviewing

6.16 A selection of specific responses is shown in Figure 6.2.
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