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Appendix A: Terms of reference and conduct of the inquiry

Terms of reference

1. In exercise of its duty under section 22(1) of the Enterprise Act 2002 (the Act),
the Competition and Markets Authority (CMA) believes that it is or may be the
case that:

(a) A relevant merger situation has been created, in that:

I.  Enterprises carried on by FNZ have ceased to be distinct from
enterprises carried on by GBST; and

II.  the condition specified in section 23(2)(b) of the Act is satisfied;
and:

(b) the creation of that situation has resulted, or may be expected to result, in
a substantial lessening of competition within a market or markets in the
United Kingdom for goods or services, including the market for the supply
of solutions involving software and/or servicing to retail investment
platforms.

2. Therefore, in exercise of its duty under section 22(1) of the Act, the CMA
hereby makes a reference to its chair for the constitution of a group under
Schedule 4 to the Enterprise and Regulatory Reform Act 2013 in order that
the group may investigate and report, within a period ending on 22 September
2020, on the following questions in accordance with section 35(1) of the Act:

(a) whether a relevant merger situation has been created; and

(b) if so, whether the creation of that situation has resulted, or may be
expected to result, in a substantial lessening of competition within any
market or markets in the United Kingdom for goods or services.

Joel Bamford

Senior Director

Competition and Markets Authority
8 April 2020



10.

11.

Conduct of the inquiry

On 8 April 2020, the CMA referred the completed acquisition by FNZ
(Australia) Bidco Pty Ltd (FNZ) of GBST Holdings Limited (GBST) (the
Merger) for further investigation and report by a group of CMA panel members
(the Inquiry Group).

The CMA published the biographies of the members of the inquiry group
conducting the phase 2 inquiry on the inquiry webpage on 16 April 2020 and
the administrative timetable for the inquiry was published on the inquiry
webpage on 30 April 2020.

We issued detailed questionnaires to various third parties including
competitors and customers of FNZ and GBST (the Parties). We
supplemented these questionnaire responses with a number of telephone
calls as well as supplementary written questions. Evidence submitted during
Phase 1 was also considered in Phase 2.

We received written evidence from the Parties in the form of submissions and
responses to information requests.

On 7 May 2020, the CMA published an Issues Statement setting out the areas
on which the Phase 2 inquiry would focus. The FNZ response to our Issues
Statement was published on the inquiry webpage on 24 June 2020. We
received no other responses to the Issues Statement.

Members of the inquiry group and CMA staff attended a virtual site visit
presentation by GBST on 30 April and by FNZ on 7 May 2020.

During our inquiry, we sent the Parties a number of working papers for
comment. We also sent an Annotated Issues Statement to the Parties, which
outlined our emerging thinking at that point, prior to their respective hearings.
We held separate hearings with each of GBST and FNZ on 29 June and 1
July 2020 respectively.

We published a notice of provisional findings, a summary of our provisional
findings, the non-confidential version of the provisional findings report and a
notice of possible remedies on the inquiry webpage on 5 August 2020. Non-
confidential versions of responses to the provisional findings and the notice of
possible remedies were also published on the inquiry webpage.

We held hearings regarding possible remedies with each of FNZ and GBST
on 3 September 2020. A remedies working paper was sent to the Parties on


https://assets.publishing.service.gov.uk/media/5e8c7813e90e070774c61fda/FNZ_GBST_-_Terms_of_reference.pdf
https://www.gov.uk/cma-cases/fnz-gbst-merger-inquiry#inquiry-group-appointed
https://www.gov.uk/cma-cases/fnz-gbst-merger-inquiry#inquiry-group-appointed
https://assets.publishing.service.gov.uk/media/5eb3fd94d3bf7f5d3defff0a/FNZ_GBST_Issues_statement_FINAL_redacted_---.pdf
https://www.gov.uk/cma-cases/ecolab-inc-the-holchem-group-limited#responses-to-the-issues-statement
https://assets.publishing.service.gov.uk/media/5ef23480e90e075c5674da9e/FNZ_Response_to_Issues_Statement.pdf
https://www.gov.uk/cma-cases/fnz-gbst-merger-inquiry
https://www.gov.uk/cma-cases/fnz-gbst-merger-inquiry

12.

13.

14.

23 September for comment and we held calls with third parties on their views
on different remedies options in September and October.

On 7 August, we issued a notice of extension due to the fact that the ongoing
Coronavirus pandemic has created some challenges to the expedient running
of the investigation and in order to allow sufficient time to take full and proper
account of responses to the Group’s provisional findings and the need to
reach a fully reasoned decision within the statutory timeframe. This changed
the statutory deadline to 17 November.

A non-confidential version of the final report has been published on the inquiry
webpage.

We would like to thank all those who have assisted in our inquiry.


https://www.gov.uk/cma-cases/fnz-gbst-merger-inquiry
https://www.gov.uk/cma-cases/fnz-gbst-merger-inquiry

Appendix B — Our approach to the assessment

Introduction

1.

We considered a broad range of evidence including the views of the Parties
and third parties, tender data and tender evaluation documents from potential
customers and an extensive number of internal documents from the Parties.

This evidence reflects current competition in the market, as well as also
changes in the market in the foreseeable future, using the plans and
strategies of the Parties and third parties.

In considering the weight to be placed on each piece of evidence, we have
taken into account factors such as its robustness, its age, and the purpose for
which it was produced. We have not relied on any one piece of evidence to
inform our decision. We assessed all of the evidence together in the round to
inform our competitive assessment and the consideration of countervailing
factors.

In this Appendix we describe the evidence we gathered to inform our
assessment and how we used it, with the exception of evidence from tenders,
which is covered separately in Appendix G.

Evidence from the Parties

5.

We considered evidence from the Parties submitted during the Phase 1
inquiry, responses to our informal and formal requests for information during
Phase 2, the Main Party Hearings, Parties’ responses to the Working Papers,
Annotated Issues Statement and to the Provisional Findings, and other Phase
2 submissions.

We set out below our approach to the use of internal documents as a source
of evidence.

Use of evidence from internal documents

7.

Internal documents are a useful source of evidence as they reflect how the
merging parties assess the market in the ordinary course of business and
when making strategic decisions. We have reviewed the Parties’ internal
documents to understand their assessment of competitive conditions within
the Retail Platform Solutions market, including their assessments of the
positioning and activities of their competitors. Evidence of how rivalry



operated prior to the Merger helps us to understand how rivalry is likely to be
affected by the Merger.

8. Our assessment of internal documents takes into account the following.

e The content of a document: we take into account the purpose for which it
was prepared. We typically place greater weight on documents ultimately
prepared to inform decision making by senior management in some way
as these are likely to be most reflective of the Parties’ strategic thinking.

e The purpose of the document: the fact that a competitor’s name appears
in a document is less informative than the context in which it appears.

e What the overall body of internal documents shows. We consider factors
such as the different treatment of competitors in different types of
documents, and the extent to which different competitors are monitored
across the total set of internal documents.

9. Internal documents may not lend themselves to a mechanistic assessment:
where there is a heterogenous set of documents and diversity in the
presentation of information even within a particular document, an arithmetic
approach to measuring the assessment of competitors in those documents
(for example, by calculating the number of times a competitor’'s name is used,
or the number of documents in which the competitor is mentioned) is unlikely
to be meaningful.

Parties’ views on our Phase 1 assessment of Internal Documents

10.  The Parties provided their views in relation to the internal documents we
analysed in Phase 1 of this inquiry. Their main comments are provided below.

(a) FNZ noted that ‘the CMA puts undue emphasis on internal documents,
and incorrectly focuses on GBST internal documents as evidence of
GBST’s constraint on FNZ'. FNZ further explains that ‘while such
documents may evidence GBST’s aspirations to compete with FNZ, they
do not provide any reliable evidence of whether GBST actually exerts any
material constraint on FNZ."

(b) In response to this FNZ statement, GBST submitted that 5<.2

' FNZ Initial Phase 2 Submission, paragraph 6.22.
2 GBST Response to the FNZ Initial Phase 2 Submission, page 16.



(c) FNZ submitted that its ‘internal documents support the presence of a

range of competitors.” FNZ further submitted that in the Phase 1 Decision

we also referred to a range of competitors in the internal documents
produced by the Parties.’

d) In addition, FNZ submitted that, <% and 3<.5
(

11.  FNZ also submitted that the 3<. Specifically, FNZ made the following
submissions:

(a) <.
(b) <.5
(c) <7.3< 89
12.  FNZ submitted that 3<:
(d) 3<.1011
(e) <12 .31

13.  Inresponse to the CMA’s clarification request 3< FNZ also noted the
following:

(f) 3 14

(g) }(15 }(16 }(17

14. FNZ commented on some other documents that were used in Phase 1 <.

These included:

(h) A document showing that <.

3

4

5 FNZ Initial Phase 2 Submission, paragraph 5.11.

6 <

T

8 FNZ notes that <

9 FNZ Initial Phase 2 Submission, paragraph 6.23.

0 FNZ document: $<

" FNZ Response to the Phase 1 Issues Letter, paragraph 6.3.
2 FNZ document: <

3 FNZ Response to the Phase 1 Issues Letter, paragraph 6.4.
14 <

15 FNZ document: <

6 FNZ document: $<

17 <K


https://competitionandmarkets.sharepoint.com/:b:/r/sites/MRG2-50839-2/Shared%20Documents/Working%20Papers%20and%20Analysis/Economic/Doc%20review/WP%20CA%20internal%20documents/FNZ%20documents/3.%20Project%20Falcon%20Commercial%20Due%20Diligence%20Final%20Report_redacted.pdf?csf=1&web=1&e=VFOyJ0

15.

16.

17.

(i) A document <.18

FNZ submitted that, with respect to competition between JHC and GBST, <:
() =<

(k) FNZ also submitted that $<;?° and

() <.

FNZ submitted that $<.22 3< 23 24

We have taken account of the Parties’ submissions in Phase 1 when
assessing internal documents in Phase 2.

Approach to our Phase 2 assessment of Internal Documents

18.  We gathered a large number of internal documents from the Parties during
the Phase 1 inquiry as well as through information requests in Phase 2. The
Parties submitted over 18,000 documents through both phases of the
investigation.

19. In selecting documents for review, we primarily focused on those that were
provided in response to the questions in the information requests that in any
way related to the Parties’ monitoring of competitors. Given the large number
of documents, we used a keyword search to identify those documents that
were most relevant.

20.  From over 18,000 documents, we identified around 300 documents relevant
to assessing the nature of competition between the Parties and their
competitors and we reviewed these in-depth.

21.  In our in-depth internal documents review, we used just under 40 internal
documents which we identified as the most relevant for assessing the Parties’
monitoring of competitors.

18 <

19 <

20 <.

21 FNZ Response to the Issues Statement, paragraph 2.31-2.32.
22 See for example <

23 3¢

24 FNZ Response to the Issues Statement, paragraph 2.32.
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22.

23.

24.

25.

In considering the weight to be placed on each internal document, we have
taken into account the following relevant factors: the author; the purpose for
which the internal document was produced, and when it was created.

We have put equal weight on both Parties’ internal documents when
considering both the level of possible constraint from GBST on FNZ as well as
the level of possible constraint from FNZ on GBST.

When reviewing internal documents, we sought to consider all constraints,
including from alternatives that may sit outside the relevant market in which
the Parties overlap,?® such as from suppliers focused on Non-Retail Platforms
and the in-house supply of software.

The internal documents provided by the Parties include, but are not limited to,
the following categories of documents:

(a) From FNZ: board packs, management presentations, board minutes,
strategy presentations, other presentations to the board (including those
related to the Merger), overviews of the market, services agreements,
responses to requests for information or proposals, third party reports;
and

(b) from GBST: management presentations, strategy presentations, CEO
board reports, overviews of the market, lost opportunity presentations,
variation agreements, responses to requests for information or proposals,
emails.

Approach to in-depth review

26.

27.

We reviewed internal documents that we identified as relevant to the following
areas of the competitive assessment, which are covered in this methodology:

(m) Closeness of competition between the Parties; and
(n) competitive constraints imposed on the Parties by other suppliers.

Internal documents used in other areas of this investigation were considered if
they were also deemed relevant to the areas covered by this competitive
assessment. Internal documents which were solely focused on other areas of
investigation, such as tender analysis, R&D, switching costs, product market
definition, are covered in other parts of our assessment.

25 As set out in chapter 6.



28.  First, we identified the internal documents submitted in response to our
information requests as either relating to closeness of competition or
competitive constraints or both.

29. For FNZ, the table below lists the questions used to generate internal
documents from FNZ.

Table 1. Questions used to generate internal documents from FNZ

Questionnaire Question

o< <

30. For GBST, the table below lists the questions used to generate internal
documents from GBST.



Table 2. Questions used to generate internal documents from GBST

Questionnaire Question

31.  We then used the following suggested keywords to identify the relevant
documents from each Party (the keywords returned around 300 documents):

(o) For closeness of competition, the keywords suggested were: GBST (for
FNZ/JHC documents), FNZ (for GBST documents), JHC (for GBST
documents).

(p) For competitive constraints, the keywords suggested were: Bravura,
Genpact, Equiniti, SS&C (IFDS), Delta, SEI, Avaloq, Pershing, Temenos,

10



32.

33.

TCS (Tata Consultancy Services), Hubwise, Seccl, Multrees, Genpact,
Equiniti, Fadata, IMiX, Objectway, IRESS, Ohpen, Dunstan Thomas,
competitor.

The documents where the keywords appeared were reviewed and tagged
based on the degree of their relevance as high, medium, not relevant or
faulty.

A second, more in-depth review was done of those internal documents, which
were tagged as being of high relevance for the Phase 2 inquiry and which are
reflected directly in Appendices C, D, L and M. When we found near-duplicate
versions, we used the most recent version.

Evidence from third parties

FNZ submissions

34.

35.

36.

FNZ submitted that references to ‘Retail Platform Solutions’ in questionnaires
to third parties could result in us only ‘collecting evidence within an artificially
narrow frame of reference’.?® FNZ also noted that ‘the wealth management
industry is characterized by terminology that often lacks clear definition and/or
is used loosely and/or inconsistently’. It notes that ‘this could lead to
confusion’, in particular with respect to the product market definition and the
distinction made by us between Retail and Non-Retail Platforms,?” such that
there was a ‘risk that third parties would be responding to the same questions
on different bases’.?® In FNZ's view, the steps we had taken to address these
issues did not mitigate the risk of inconsistencies in respondents’ answers
materially affecting the reliability of the results.?°

FNZ noted that ‘third-party views represent subjective opinions, which in
certain cases may be motivated by particular commercial interests, not
particularly well-informed and/or include concerns that are not germane to the
competition assessment’.3? In particular, FNZ further noted that third parties
interested in acquiring (part of) GBST as part of a remedy $<.3

FNZ submitted that customers in this market are not best placed to assess the
range of available Platform Solution suppliers as they are unlikely to have up-

26 <.

27 FNZ Initial P2 Submission, paragraph 1.3.

28 3¢

29 FNZ Response to Provisional Findings, paragraph 3.21.

30 <.

31 FNZ Response to Provisional Findings, paragraph 2.1(iii).

11



to-date information and that customers typically appoint specialist external
advisers®? to survey and choose between the wide range of available
suppliers.3® FNZ noted that ‘a significant proportion of customers have not run
a tender since at least the start of 2016 and admit to not having up-to-date
knowledge of the market.”*

Our assessment

37.

38.

39.

40.

41.

We obtained evidence from third parties via calls and written questionnaire
responses received throughout the investigation.

At phase 2 of our investigation we sent questionnaires to:

(a) All of the Parties’ customers and a small number of potential customers
(51 in total);

(b) the 15 competitors that we considered to compete most closely with the
Parties in the Phase 1 investigation and shortened questionnaires to eight
additional suppliers in Phase 2; and

(c) five industry consultants who we understood to have relevant expert
knowledge.

We received responses from 40 customers, 15 competitors and five industry
consultants. In addition, we had telephone calls with seven customers, 14
competitors and four consultants.

For customers, 26 out of the 40 who gave us evidence had run procurement
exercises for Platform Solutions in the period since the start of 2016. During
their selection processes, these customers typically considered a variety of
potential suppliers, taking into account each provider’s ability to meet the
customer’s specific requirements and comparing each offering against a
number of factors, including, for example, experience and scale in the UK
market.3®

Of the 14 responses from the customers that had not run procurement
exercises since 2016, nine3® appeared to have good knowledge of suppliers

32 \We have spoken to and received questionnaires responses from a number of the advisers involved in this

work.
33 x

34 FNZ Response to Provisional Findings, paragraph 2.1(iii) (b).

35 3«
36 3«
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42.

43.

44.

45.

46.

47.

of Platform Solutions and their offerings, the different supply models and
recent market developments.

However, five of the 14 respondents that had not conducted tenders since
2016 said that they did not hold detailed, up-to date knowledge about Platform
Solution suppliers.3” We have therefore taken this into account in our
assessment of their evidence where appropriate and placed more limited
weight on their responses.

We carefully considered the evidence submitted by third parties and the
extent to which it is relevant to answer the statutory questions we are required
to answer. In conducting our assessment, we have carefully evaluated the
weight that it is appropriate to place on the difference evidence we have
received from all the parties.

We consider that most customers responding to our investigation have a good
understanding of the current competitive landscape and are well-informed and
so we placed material weight on their responses.

We also acknowledge that there can be challenges in communicating with
third parties in this industry due to inconsistencies and differences in how
participants use terminology. When communicating with third parties and in
the interpretation of their responses, we set out and defined any terms used in
questions which might cause confusion or have different meanings to different
respondents.

In particular, we recognize that all respondents may not consistently apply the
distinction between Retail Platforms and Non-Retail Platforms in their
answers. When asking about alternative suppliers, we did not place any
restrictions on what third parties could tell us so that we could take into
account all constraints,® including from alternatives that may sit outside our
market definition,3 such as from suppliers focused on Non-Retail Platforms
and the in-house supply of software.

We received detailed submissions from Parties and many third parties and, as
in any investigation, we have had due regard to a range of factors including:
the incentives of the party giving that evidence; the extent to which the party
had knowledge that was relevant to the statutory questions we are required to

37 Specifically, <

38 For example, consultants were asked: ‘To what extent and giving your reasons, do you consider the Platform
Solutions provided by (i) FNZ and (ii) GBST and any other providers to be close alternatives for Retail Platform
operators’ needs in the UK? Please indicate how strong of an alternative they would be [for FNZ and GBST] 1 =
not at all a close alternative, 2 = a somewhat close alternative, 3 = a moderately close alternative, 4 = a close
alternative 5 = a very close alternative’.

39 As set out in chapter 6.
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answer; and the extent to which the evidence was consistent with other
evidence available to us. By carefully considering those factors when
assessing each of the Parties and third parties’ submissions, we believe our
findings are not biased towards the commercial interests of any Parties or
third parties.

14



Appendix C: Examples from Internal Documents related to
market definition

Differentiation of Suppliers of Platform Solutions
1. A 2019 FNZ document, <4041 |n this document, 3<.

2. A 2019 FNZ document, 3<.42 The inclusion of < is consistent with a Retail
market focus given that < focus on Retail customers.

3. An April 2019 GBST document, < ‘was a prepared by.*? <.

Geographic market
4. A <FNZ presentation 3<.44
5. A FNZ document, 3<.4546

6. A GBST document and 3<.47

40 FNZ document: 3<. See Appendix D, paragraph 1 for screenshot.

41 We consider FAs, Retail Banks and Execution Only (D2C) to relate to Retail Platforms.
42 FNZ document: <.

43 GBST document: < See Appendix D, paragraph 3 for screenshots.

44 FNZ document: <

45 We note that this document refers to JHC.

46 FNZ Document: <

47 GBST document: <

15



Appendix D: Market Definition — Internal document
screenshots

FNZ document: 3<

. GBST document: <.

. GBST document: <

. FNZ document:3<

. FNZ document: 3<

. FNZ document: 3<

16



6. GBST document: <

7. FNZ document: 3< 48

48 3< submitted by FNZ.

17



Appendix E - How does a tender process work?

In this appendix, we provide an overview of tender processes through which
customers select suppliers of Retail Platform Solutions. The below is based
on evidence submitted by the Parties, third parties and internal documents
from the Parties, such as requests for information (RFIs) and requests for
proposals (RFPs).

This appendix is structured as follows:

(a) First, we explain how customers choose suppliers;

(b) second, we show the role of consultants in the tender process;

(c) third, we set out how suppliers decide to participate in a tender process;
(d) fourth, we set out the typical stages tender processes entail;

(e) fifth, we set out the typical structures of the RFI and RFP stages on a
typical tender; and

(f) finally, we show the criteria against which suppliers tend to be assessed.

How customers choose suppliers: new customers vs. renewals

3.

From the customer’s point of view, implementing a new Retail Platform
Solution is a major undertaking: it is risky, lengthy, and expensive.*® The
complexity and the low appetite for switching to a new supplier (‘re-
platforming’) are reflected in the duration of the contracts with initial terms
typically of between five and ten years.>

Customers typically use sophisticated procurement processes to select
suppliers.®! Evidence from tenders indicate that this is generally the case for:

(a) New Retail Investment Platforms entering the market that are seeking to
(partially or fully) outsource solutions;

49 See chapter 7, Switching Costs section for details.

50 According to $<, some contracts may have an initial term of 3 years, however this rarely has any practical
effect in terms of switching as there is very little / no switching after 3 years.

51 The tender process is usually confidential. Several RFIs and RFPs sent to the Parties by potential customers
state that bidders cannot disclose their participation in the procurement process.
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(b) existing Retail Investment Platforms using in-house solutions that are
considering moving to an outsourced solution; and

(c) existing Retail Investment Platforms considering switching to a different
outsourced supplier.

5. FNZ submitted that most FNZ customer contracts $<.52 We found one
contract provided by FNZ which specifies that the contract 3<.53 In case a
customer decides to carry out a new procurement process (for an existing
contract or for a new one), the incumbent may be invited < to bid $<.%*

6. GBST told us that 3<.%°

7. GBST told us that customers that 3<. GBST said it 3<. However, GBST said
that it 5<56

8. One consultant told us that customers rarely switch as customers are wary of
changing providers due to costs and risks.%” Two consultants told us that most
renewals are an opportunity to renegotiate on aspects of the service that
either party is concerned about such as pricing, service-levels agreement, and
key performance indicators.5®

9. A consultant told us that the renewal process thereafter will be unique for
each customer relationship based on their own individual circumstances. As
there are significant risks and costs associated with re-platforming, there have
been a limited number of migrations from one external supplier to another.%®

The role of consultants

10.  Two consultants told us that, given the length and complexity of the process,
many Retail Investment Platforms will engage consultants to assist them by:°

(a) Providing a view of the market and an initial list of potential suppliers who
could meet their requirements;

(b) preparing and issuing a formal RFI and/or a formal RFP to the potential
suppliers;

52 <

53 <K

54 <K

55 <K

5 GBST Response to the CMA’s Market Questionnaire, question 27.
57 3< Response to the CMA’s Phase 2 third party questionnaire.

58 <.

59 <.

60 <.
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11.

(c) defining the selection criteria and assessing the best supplier to fulfil the
strategic objectives and operational requirements of customers; and

(d) reviewing existing arrangements to identify gaps and opportunities for
improvement either through engagement with the current supplier, in case
the current solution is outsourced, or using a competitor supplier.

One consultant told us that, while consultants make recommendations on the
list of potential suppliers and on the supplier that best meets the customers’
needs at the end of the tender process, customers make the final decisions.5"

How suppliers decide to participate in a tender process

12.

13.

Participating in a tender process typically involves some cost to the supplier,
which must be considered alongside the rewards from winning the tender and
the probability of success. The key criteria that the Parties consider when
deciding whether to participate in a tender process are set out below:

(a) FNZ submitted that it considers the customer’s target market, any legal,
regulatory or reputational risks of a commercial relationship with the
prospective client, whether its offering fits with the prospective customer’s
preferences (for example, whether the customer is amenable to a
Combined Platform Solution or prefers Software-only);? and the
anticipated profitability of the prospective commercial relationship. 63

(b) GBST submitted that it considers the content of the 3<, the client’s 3< and
the overall < of the client.4

GBST submitted that it can also bid for opportunities in different segments or
geographic locations from its target market to learn about client requirements
in new segments or locations. For example, GBST participated in three
tenders for 3< to learn about which capabilities it would need to develop to
serve 3<.8°

The stages of a typical tender process

14.

Our review of individual tenders shows that there is a consistent process
across tenders. FNZ and some third parties told us that a tender process

61 3< Response to the CMA'’s Phase 2 third party questionnaire.

62 FNZ further stated that it would $<

63 FNZ Response to the CMA’s Market Questionnaire, question 22. See also FNZ Response to the Issues
Statement, paragraph 2.14.

64 GBST Response to the CMA’s Market Questionnaire, question 23.

65 GBST Response to the CMA’s RFI 5 dated 10 March 2020, question 2.

20



15.

16.

normally proceeds through the following stages: identification of a shortlist of
suitable suppliers; RFP; workshops or “discovery” process; a final commercial
negotiation and agreement of heads-of-terms; selection and contracting.6®

We discuss each of these stages in turn below.

In our competitive assessment, Chapter 8, we consider as ‘early stage’ the
first stage of the tender process, such as responding to an RFI or a feasibility
study. The ‘final stage’ in our analysis usually corresponds to the commercial
negotiations stage, although some customers do not formally define the final
stage as such.

Requirements definition and the identification of a short-list of suitable
suppliers.

17.

18.

The identification of a shortlist of suitable suppliers is usually done via a
formal RFI process in which the customer asks for high-level information on
the company, products, technology and implementation approach, and
references. There is a great variation in the number of questions in an RFI,
some have around 30 questions while others may exceed 200 questions.

The identification of a short-list of suitable suppliers may also be done through
a feasibility study in which the customer asks suppliers to demonstrate
whether their Retail Platform Solution has the requirements needed through
an in-person presentation.®”

Request for proposal

19.

20.

21.

A RFP will specify the customer’s proposition(s) and products, its distribution
channels, and the capabilities that they are seeking the supplier to support. It
will explain their existing book of business and thoughts on migration.

Potential suppliers will be asked to submit responses explaining how their
system can meet the requirements, and providing initial thoughts on how it
could be configured or adapted to support any unique aspects offered by the
platform (e.g. particular investment solutions, or integration with key software
used by their distribution partners).

RFPs can have between 200 and 400 questions and are normally issued to
three to five potential suppliers, which normally do not know each other’s

66 Final Merger Notice, paragraph 15.13, and CMA'’s Phase 2 third party questionnaire responses from <, <

and <

67 According to $<, some Investment Platforms, especially larger ones who have made a firm decision on
whether and what to outsource, may find that only a small number of suppliers would be deemed suitable. These
platforms may perform this stage informally and proceed directly to RFP.
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identities. Suppliers’ proposals are usually scored and ranked against criteria
that are defined at the beginning of the process.

Workshops or “discovery” process

22.

23.

24.

25.

26.

Workshops or discovery processes allow the selected supplier(s) to sit with
the customer to go through the technical details of the supplier’s proposed
Retail Platform Solution.

The supplier will demonstrate software functionality, which is prioritised by the
customer and tailored to their needs.

At this stage, depending on the platform business case, the supplier might
also present the proposed servicing model and provide an indicative
implementation timeline and approach.

This stage includes interviews with the suppliers’ existing customers, review
of their financial information, any required technology due diligence and
allows the customer to get a feel for how the supplier works and whether they
understand their industry.

Discovery phases are rarely conducted with more than two suppliers which
sometimes know each other’s identity and are usually carried out in a
specified time period.

Commercial negotiation and agreement of heads-of-terms

27.

28.

29.

At this final stage, the customer would typically engage in a few rounds of
commercial negotiation with each supplier to agree financial terms.

Both sides will normally require at least heads-of-terms to be agreed before
proceeding into more detailed discovery/design work, often supported by an
interim professional services contract for the work involved.

If a customer has proceeded to early discovery with two suppliers, they will
normally run contract negotiation in parallel or shortly afterwards, so that
competition maximises pressure on the suppliers. This is difficult where only
one supplier has qualified for discovery, which is not uncommon.

Selection and contracting phase

30.

At this stage a preferred supplier is appointed, and the final due diligence is
carried out.
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31.  During this period if more than one potential supplier has been identified,
those not selected as the preferred supplier will not know that a preferred
supplier has been selected. This allows the customer to revert to another
selected supplier should the negotiations with the preferred supplier not be
successful.

RFls and RFPs: typical structure

32. In this section we set out more details on the typical structure of RFls and
RFPs.

RFlIs

33. RFls may vary in the number of questions and the level of detail, but they will
typically ask:

(a) Basic questions about the supplier, such as years of experience, financial
situation, values and objectives, current and future market vision and
focus, products and services and how they are differentiated compared to
competitors’ offerings, business partnerships, current clients.

(b) Technical questions about functional capabilities, such as product
roadmap, ability to process orders, manage the trading, execution and
settlement process, calculate and process charges applied to the
investor’s account (e.g. adviser fees and taxes), produce reports on
business performance (eg balance sheets, budget development), monitor
and manage cash balances, develop and execute policies and
procedures, monitor, report and keep the solution up to date with
regulatory standards, identify and manage non-operational risks (eg
credit, liquidity), provide custodian and accounting service and the level of
automation of these services.

(c) IT capabilities, such as operation controls and levels of automation,
scalability capacity, KPls, SLAs, security (e.g. authentication and
encryption mechanisms), contingency plans (eg. disaster arrangements).

(d) Implementation process for the transition and timescales, including testing
strategy, project plan, data migration approach, examples of previous
successful experiences of platforms of similar size and complexity,
examples of key challenges and risks during recent transitions and the
mitigating actions taken.

(e) Supplier’s indicative commercial terms and pricing structure.
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RFPs

34.

35.

36.

37.

38.

39.

RFPs cover the same themes as RFls, but in a much greater level of detail.
Substantial attention is given to the functional capabilities and the technical
architecture of the solution.

A significant part of RFPs is devoted to give suppliers enough background
about the Investment Platform. The Investment Platform will give a detailed
overview of:

(a) The propositions served, such as direct to customers (D2C), advised,
stockbroking, workplace;

(b) the products available for each proposition, such as pensions, ISAs,
bonds, equities, stocks, shares, structured products; and

(c) the distribution channels of each proposition, such as D2C digital, D2C
telephony, Independent Financial Advisers (IFAs), advised digital, advised
telephony, employee benefits consultants.

The Investment Platform will specify some of the details about the desired
infrastructure of the technology, such as:

(a) Ability for end-investors to seamlessly migrate between products and
distribution channels;

(b) ability for customers (D2C) and advisers to access all customer records in
a single view;

(c) ability to serve a multi-device proposition (e.g. mobile, tablet, desktop);
and

(d) ability to integrate with existing off platform policies and capabilities via
APIs (open architecture).

If the solution required is for an existing Investment Platform, which requires
migration, details about the current technology architecture and volumes to be
transferred are given to enable the supplier to set up a transition plan.

At the RFP stage, some Investment Platforms may not have decided all the
details about the future operating model, including which elements will be
outsourced and which will be kept in-house. In this case, the Investment
Platform will make it clear which elements are open to a proposal.

After explaining the current platform’s state and the minimum requirements for
the solution, RFPs will ask suppliers detailed questions. Substantial parts of
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the questions are related to how the supplier’s solution can meet the
proposition requirements, including which requirements ‘come out of the box’
and which will require customisation, and what is the supplier’s migration plan,
including history of migrations and detailed case studies.

Selection criteria

40. When issuing an RFI or RFP, Investment Platforms define and share with
suppliers the criteria against which they will be assessed and compared. The
criteria Investment Platforms typically use are:58

(a) Technology, infrastructure and broader resources, including level of
automation, technology development roadmap, flexibility to product
development, scalability to operate at high future volumes, maturity of the
operating model.

(b) Corporate capability and culture, including supplier’s core business and
strategy aligned with the platform, financial stability, market reputation,
track record, breadth and depth of expertise.

(c) Regulatory, risk and compliance, such as security protocols, keeping pace
with legal, regulatory and mandatory changes.

(d) Migration capability, including a solid migration plan and a track record of
successful implementation.

(e) Commercial and contractual terms, such as ongoing operational costs,
pricing model and contractual terms.

68 See, for example, < and < tender evaluations, $<.
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Appendix F — Benchmarking and other contractual mechanisms

1.

FNZ'’s contractual arrangements with its customers include 3<. FNZ submitted that
these contractual arrangements often protect customers to ensure they are always
on the most advantageous pricing available.?®

As explained in Chapter 7, we consider that, both in principle and in practice, such
contractual arrangements would not serve to protect customers following a reduction
in rivalry caused by a merger. However, we consider in this Appendix the potential
impact of the specific benchmarking provisions and asset-based pricing model cited
by FNZ in its submissions.”®

Benchmarking provisions seek to maintain the long-term competitiveness of Platform
Solutions compared to others in the market and may arise in two different ways:

(a) Clauses that compare the terms that a customer receives from its supplier with
the terms offered by similar suppliers; and

(b) clauses that compare the contractual terms of a customer with the contractual
terms of other customers of the customer’s supplier (Most Favoured Customer
Clauses).

FNZ'’s asset-based pricing model involves 3<. Should FNZ deteriorate its offering as
a result of the Merger, this could reduce the competitiveness of the Investment
Platforms that it serves, the assets they administer and consequently the overall fees
that FNZ earns. If significant, such a mechanism could weaken any incentives of FNZ
to deteriorate its offering.

GBST’s XK.

FNZ and GBST submissions

6.

Notwithstanding FNZ's view that benchmarking arrangements could protect
customers, information provided by FNZ indicates that benchmarking is used
infrequently by its customers:

(a) Although < of its UK customer contracts included benchmarking provisions, $<
list specific comparators, and < for inclusion in the benchmarking exercise. It
noted <.

69 Phase 1 Merger Notice, paragraph 15.31. See also FNZ response to the Phase 2 Issues Statement,
paragraphs 3.5 - 3.7.
70 Phase 1 Merger Notice, paragraph 15.31
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(b) 1t was not aware of 3<.7"
As an alternative to benchmarking, FNZ submitted an example of <,72.

FNZ submitted that, since both FNZ and its customers <, irrespective of any
contract benchmarking provisions, it would still be in FNZ'’s interests to remain
competitive so that its customers remain competitive and $<.7 To support this
position, FNZ provided < for Combined Platform Solutions, which show they are a
significant portion of a Retail Platform’s costs, with software costing around 3<% of
the platform’s total revenue and servicing costing around $<%.74

GBST submitted that benchmarking is infrequent, stating that 3<.7°

Third party evidence

10.

11.

12.

A minority of customers (seven out of 34) told us that they use benchmarking in their
Platform Solution contracts. They consider it to be an important mechanism by which
they can ensure that the services they receive remains competitive relative to what is
available elsewhere in the market.”® Several customers specified that their
benchmarking provisions cover both pricing and quality of service. 7’

However, more customers (14) stated that they do not use benchmarking at all and
that even where it is used it may be relatively ineffective because:

(a) 1t may be difficult to make direct comparisons with services provided to other
Retail Platforms, especially where a Platform Solution includes bespoke or
tailored elements specific to the customer;”® and

(b) it may be difficult to enforce these provisions.

While third parties recognised that there is some alignment of incentives when using
an asset-based pricing model, they had mixed views regarding whether it provided a
strong incentive for suppliers to maintain their offering:

(a) Five customers told us that it can help to encourage the Platform Solution
supplier to maintain high levels of service and invest in the development of new
capabilities for the platform customer. 7

71 FNZ’'s Response to the Issues Statement, paragraphs 1.8, 3.3 and 3.5-3.7. The two are ¥

72 3¢

73 FNZ's Response to the Issues Statement, paragraphs 3.11-3.13.

74}<

75 GBST's response to the Market Questionnaire, question 28.
6 For example, see <.

7 For example, see <

8 For example, see <.

0 For example, see ¥ .
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(b) However, the majority of third parties did not consider it to be of primary
importance.® Eight considered competition between Platform Solution suppliers
to win or keep customers as the key driver of price and quality.®’

Scope of benchmarking and other provisions

13.  We have seen some contracts for the supply of Platform Solutions that include
benchmarking provisions to ensure that the Solution remains in line with those
supplied to other Investment Platforms.82

14. Benchmarking provisions may cover all aspects of the contract (that is, charges,
services, other commercial components of the relationship), or they may only cover
improvements in terms for the customer (meaning lower charges and/or
improvements in service levels).

15. The costs of benchmarking are usually shared equally between the customer and
supplier.

16. There are often restrictions on benchmarking including:

(a) lts timing (not within the first year of the contract for example) or more frequently
than every year, or every five years;

(b) a mutual agreement on the choice of independent party to undertake the
exercise;

(c) the choice of comparison group being the responsibility of the party undertaking
the exercise; and

(d) that its outcome must be binding on the supplier and implemented within a set
period of time.

17. As noted above, the maijority of third parties did not consider asset-based pricing to
be of primary importance.

Assessment of benchmarking and other contractual arrangements

18. As noted in Chapter 7, our view is that, in principle and practice, contractual
arrangements would not serve to protect customers following a reduction in rivalry
caused by a merger.

80 Only four out of 19 third parties who expressed a view considered aligned incentives to be a primary driver of
price and quality of Platform Solutions.

81 For example, see <

82 <.
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19.

20.

In this market benchmarking arrangements are not used widely and there are
limitations in their effectiveness including difficulties making comparisons in a
benchmarking exercise and difficulties enforcing these provisions. <.

Third party evidence indicates that FNZ's asset-based pricing model is not a key
driver of price and quality. We consider it unlikely that it would prevent the Merged
Entity from deteriorating its offering.
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Appendix G — Tender data

In this Appendix, we present our approach to compiling tender data, as well
as our supplementary tender analysis. This includes the results of a sensitivity
test which examines the robustness of our findings by considering a broader
set of tenders alongside Retail tenders. We also present our findings from
Non-Retail tenders.

This appendix is structured as follows:
(a) First, we set out our approach to compiling the tender dataset;

(b) second, we set out the methodology used to classify Investment
Platforms;

(c) third, we present the results of our sensitivity test; and

(d) finally, we present Non-Retail tender analysis findings.

Evidence from tenders

3. The tender analysis uses the following sources of evidence:

(a) A data set compiled by the CMA with information on tenders for Platform
Solutions that the Parties participated in since 2016;

(b) qualitative evidence from the Parties’ internal documents, in particular the
Parties’ responses to requests for information (RFIs) and requests for
proposals (RFPs); and

(c) qualitative evidence from customers’ internal documents, in particular
customers’ tender evaluations.

FNZ tender data
4. The Parties submitted a tender dataset with information on the tenders they

participated in the UK. FNZ and JHC data covers tenders since 2009, while
GBST data starts in 2016. The information includes the identity of the
customer carrying out the tender, the year of conclusion of the tender, the
Parties’ views on the incumbent solution, the Parties’ views on which other
competitors participated in the various stages of the tender (e.g. RFI, RFP)
and the Parties’ views on the winning bidder.
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The Parties submitted data during the Phase 1 investigation and FNZ
subsequently provided updates or corrections in Phase 2 in relation to the
tenders that FNZ or JHC participated in.

<.

Some tenders considered in Phase 1 were removed from the analysis either
because FNZ told us that they were won by Investment Platforms and not
Suppliers of Platform Solutions; the tender related to business outside of the
UK; the tender was for a specific piece of software instead of a solution; or
they were duplicates of tenders already included in the dataset.

CMA tender data

8.

10.

11.

12.

We have focused our analysis on tenders since 2016, the period for which we
were able to compile reasonably accurate tender data.

As the Parties do not have complete and accurate information about other
bidders participating in tenders and the winning bidder, we sought to complete
and improve the accuracy of the data by asking for detailed information from
customers about the tenders they carried out, and from competitors about the
tenders they participated in.8

Where there was inconsistency between the customer and the suppliers
(including the Parties), we assumed that the customer’s data on bidders,
Investment Platform segment, and solution requirements were more accurate
than suppliers’ evidence. Therefore, there are some tenders in our analysis
where we see one or more of GBST, FNZ or JHC as competing, despite this
not being submitted by the Parties.

The data we analysed comprises a total of [3<] tenders in which at least one
of FNZ, JHC or GBST participated since 2016.

Participation in tenders is defined as taking part in the early stage. We do not
include tenders where suppliers were shortlisted but were never contacted by
the customer.

Investment Platform classification methodology

13.

In order to inform our views on how to classify Investment Platforms, we
asked customers to identify their type(s) of Investment Platform and their

83 This consists of data submitted by customers and competitors during the Phase 1 and Phase 2 investigations.
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14.

15.

16.

17.

suppliers of Investment Platform Solutions.®* The type of Investment Platform
could be Retail, Private Client Investment Manager, Private Bank, Retail
Stockbroker, or any combination of these. We provided customers
descriptions for each Investment Platform type.8®

As set out below, we classified Investment Platforms in three different ways:
(a) Retail Platforms;

(b) Borderline platforms; and

(c) Non-Retail Platforms.

An Investment Platform was classified as ‘Retail’ if it met at least one of the
following conditions:

(a) A customer had identified that its Investment Platform was a Retail
Platform and no other type; or

(b) it was an Investment Platform where Retail-focussed suppliers®® reached
the final stage of a tender.8” This condition was used where the customer
had not indicated that its Investment Platform was solely ‘Retail’ (for
example, where it had indicated that its Investment Platform included
‘Retail’ in combination with another type of Investment Platform).

If an Investment Platform did not meet the conditions to be classified as
‘Retail’, it was classified as ‘borderline’ if it met one of the following conditions:

(a) The customer identified that its Investment Platform involved both ‘Retail’
and ‘Non-Retail’ components (such as Private-Client Investment
Management); or

(b) FNZ or GBST submitted that the Investment Platform should be classified
as ‘Retail’, and we did not have other evidence on the Investment
Platform’s type.88

Where we did not have the evidence to apply the above conditions, we
classified the Investment Platform according to FNZ and GBST’s view where

84 in a questionnaire after the publication of our Provisional Findings

85 These are set out in Chapter 6

86 These suppliers were 3<, ¥<, or $Xwho had clearly told us that they were Retail-focussed.

87 We also considered using classifications from < to assist in our Investment Platform classification exercise.
Ultimately, we did not use < classifications to inform our classifications as it was redundant with the information
we obtained from customers. We note that our resulting classifications are nonetheless consistent with what 3<
has submitted.

88 For instance, a customer clearly indicating that the tender had only ‘Retail’ components in our questionnaire or
elsewhere, such as in a call.
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both FNZ and GBST agreed that the Investment Platform should be classified
in specific way. In all other remaining cases, there were no submissions from
the Parties in response to our Provisional Findings that our ‘Retail’ and ‘Non-
Retail’ classifications were incorrect; as a result, we continued to use the
same classifications as in our Provisional Findings.

18.  Any Investment Platform not classified as ‘Retail’ or ‘borderline’ was classified
as ‘Non-Retail’.

19.  Using these classifications, we produced two sets of results for our
quantitative analyses:

(a) Those that included only the platforms which were classified as Retail.8°

(b) The sensitivity test analysis.®° This includes the platforms which were
classified as Retail and those which were classified as borderline.

20. Ofthe X tenders, X were tenders for Retail Platforms (Retail tenders), 3<
were tenders for Non-Retail Platforms (Non-Retail tenders), and 3< were
tenders for borderline Investment Platforms.%

21.  Atotal of < Retail tenders, 3< Non-Retail tender, and 3< borderline tenders
have information on bidders provided by the customer running the tender. For
the other tenders, we took the following approach:

(a) We consider that the competitor has more accurate information about its
participation in tenders than the Parties. We received information on
tender participation from <.

(b) In addition to written responses from these competitors, we held calls with
< where we asked them to confirm their participation in tenders that the
Parties said they had participated and which stage of the process they
reached. Our analysis had < Retail tenders, < borderline tenders and <
Non-Retail tenders with information on bidders provided by competitors.%?

(c) We kept in our analysis bidders that the Parties said participated in the
tenders, but where we have no corroborating information from customers
or those bidders.

89 The results of which are set out in Chapters 6-8 where we refer to Retail tenders in our tender analysis and
Retail Platforms in our share of supply estimates.

9 The results of which are set out in paras 38 to 56 below.

91 The Retail classification is largely consistent < FNZ's submission dated 20 March 2020, Annex A. Appendix H
provides the classifications for the tenders each Party participated in as well as the classifications for the
platforms used in our shares of supply.

92 This includes where a competitor’s bid was included, excluded or confirmed to be part of a tender following
their response.
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FNZ’s submissions on our analysis

22.

We considered FNZ’s submissions on:
(a) how we classified platforms;
(b) our approach to sensitivity testing; and

(c) FNZ’s perceived errors in our analysis.

Platform classification methodology

23.

24.

25.

26.

FNZ submitted that our approach to platform classifications was flawed
because:

(a) 3<;and

(b) the customer input on which the platform classifications are based are
subject to 3< because the term ‘Retail’ is not used consistently across the
industry. 9

However, our platform classifications do not rely on customers’ having a
consistent interpretation of the term ‘Retail’, as we provided descriptions of
the different types of Investment Platform® when asking them about how their
services fitted with these descriptions. We are therefore satisfied that our
platform classifications are a reliable reflection of which Investment Platforms
are Retail, Non-Retail or have elements of both (borderline cases).

The descriptions we provided to customers are closely related to Investment
Platform requirements. We described the type of products that Retail
Platforms tend to focus on and found that Retail Platforms are built to be
highly automated in order to efficiently manage a very large number of
accounts. We did not limit our descriptions of the Investment Platform type to
specifying their requirements. We also described the overall proposition of the
different types of Investment Platform to allow for other differences in
customer preferences such as brand, reputation, user experience and track
record when selecting a Platform Solution.

FNZ submitted that it was ‘problematic’ that we classified Investment
Platforms as borderline cases where GBST provided a conflicting view to FNZ
and we had no other evidence on the Investment Platform’s type.%

9 FNZ Response to CMA updated competition analysis, section 5.
94 Set out in Chapter 6.
9 FNZ Response to CMA updated competition analysis, section 5.
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27.

28.

As noted above, we generally avoided relying on one of the Parties to classify
a Platform by using evidence from third parties. Where this was not possible
and where there were conflicting views from each Party, we decided it was
appropriate to classify the Investment Platform as a borderline case to reflect
that the Investment Platform may have both Retail and Non-Retail elements.
We considered this to be a robust approach as we took account of them as
part of our sensitivity analysis.

We found at Phase 1 of our inquiry that FNZ and GBST’s classifications of
Investment Platforms were broadly the same when classifying them as either
Retail, Stockbroking, Private Client Investment Management or Private
Banks.% This, in our view, supported the classification of Investment
Platforms as borderline cases when the views of the Parties have
subsequently diverged.

Sensitivity testing

29.

30.

31.

32.

33.

FNZ submitted that the CMA should also conduct a 3<, in FNZ'’s view, 3<.97
This submission related to both our tender analysis and our share of supply
analysis, which we have considered together in this section.

As set out in Chapter 6, we found that Retail and Non-Retail Platforms have
different propositions and different requirements and preferences and different
suppliers of Platforms Solutions tend to specialise in serving one or the other
type of platform. Therefore, in our view, given these difference, it is not
informative and could be misleading to aggregate these types of Investment
Platforms together in our analysis to assess the competitive constraints on the
Parties for Retail Platform customers.

We found that FNZ’s proposed sensitivity analysis was not necessary for
reflecting that some Platforms may have both Retail and Non-Retail elements,
as we took these borderline cases into account in our sensitivity analysis.

FNZ stated that our sensitivity analysis should be given at least as much
weight as our analysis of Retail Platforms, as it would offer a far better view of
platforms with similar solution requirements.%8

Our sensitivity analysis did not focus on the types of Investment Platform
where the Parties compete most closely (those with a stronger Retail focus

9% CMA analysis of FNZ and GBST platform classifications at Phase 1 based on: GBST's Response to RFI5; and
FNZ’s submission dated 20 March 2020, Annex A.

97 FNZ Response to CMA updated competition analysis, sections 3.1 and 3.2.

98 FNZ Response to CMA updated competition analysis, section 3.2.
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that are therefore more likely to prefer GBST and FNZ's Retail Platform
Solutions over Non-Retail Platform Solutions).

34.  Our view is that more weight should be given to our analysis of Retail
Platforms than our sensitivity analysis. However, both sets of tender analysis
provide broadly similar results in terms of how closely the Parties compete,
compared to how closely they compete with other suppliers.

35.  The sensitivity analysis for our shares of supply estimates also presented
broadly the same outcome as our share of supply estimates for Retail
Platforms.®®

FNZ’s perceived errors in our analysis

36. FNZ submitted that there were errors in our analysis including at the
Provisional Findings stage.'® Its submissions related to both our tender
analysis and our share of supply analysis, which we consider together in this
section.

37.  We disagree with FNZ that there were errors in our analysis. FNZ may
perceive that there are errors based on the information available to FNZ.
However, these were cases where we had reflected other information in our
tender and share of supply data, including evidence from customers and
competitors.

Sensitivity test of the tender analysis

38.  Overall, we found that the results of our tender analysis sensitivity test do not
substantially differ from the results which are presented in Chapters 6 to 8. In
the following sections, we set out the results of our tender analysis sensitivity
test in each Chapter where it was used.

Market definition

39. This section sets out the results of the sensitivity test performed on the tender
analysis regarding delivery models and in-house provision, the initial results of
which are set out in Chapter 6.

9 See paragraph Error! Reference source not found..
100 FNZ Response to CMA updated competition analysis, section 4.
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Delivery model

40.

41.

We find that our sensitivity test does not materially change our results
regarding competition between delivery models in Chapter 6. Although the
sensitivity test did not identify any additional overlaps between Software-only
suppliers and Combined Platform Solution suppliers at the late stages, we find
that both Software-only suppliers, either alone or in partnership with servicing
suppliers, and Combined Platform Solution suppliers are present in the early

and late stages in a significant number of tenders such that they compete.’’
102

Considering Retail and borderline tenders together, we find that:

(a) In at least < of the < Retail tenders for Investment Platforms where we
knew the identity of at least two bidders'%, there was a mix of Software-
only Solutions and Combined Platform Solutions suppliers bidding at the
early stage; and

(b) In at least < out of the < Retail tenders for Investment Platforms where
we knew the identity of at least two bidders at the final stage, both
Software-only Solution and Combined Platform Solution suppliers were at
the final stage.

In-house provision

42.

43.

We find that our sensitivity test does not materially change our results
regarding in-house provision set out in Chapter 6. In this instance, our tender
analysis continues to indicate that in-house supply of software and/or
servicing is sometimes a viable alternative, but usually in cases where either
the Platform Solution is already supplied in-house, or the Investment Platform
is new and not replacing an existing Solution.

Considering Retail and borderline tenders together, we find that:

107 Not all Investment Platforms responded to our questionnaire and, therefore, the list of bidders in each tender
may not be exhaustive. For this reason, there may be more tenders in the CMA data which included Combined
Platform Solution suppliers competing with Software-only Solution suppliers.

102 These figures are accurate as far as we have been able to verify bidders in each tender. We consider the
following suppliers to offer Software-only Solutions: < and 3<, who can offer both Software-only and Combined
solutions, were classified as Software-only providers in certain tenders where they offered a Software-only

solution.

103 We considered tenders with at least two known bidders at each stage to make an informed comparison over
the whether the customer had a preference over the type of supplier.
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(a) In-house supply was identified as an option in 3< of ¥< recent tenders in
Retail Platform Solutions. < of these tenders were won by an in-house
Platform solution. %4

(b) In-house supply was never identified as an option in cases where the
incumbent Platform Solution was fully outsourced.

Switching

44.

45.

46.

This section sets out the results of the sensitivity test performed on the tender
analysis regarding switching, the results of which are set out in Chapter 7.
The sensitivity test does not affect our findings on switching.

In the sensitivity test, we examined the outcome of 3< tenders for Retail and
borderline Platform Solutions since 2016 where there was an incumbent
solution.’%® We found that switching mainly occurs from Investment Platforms
using an in-house solution. Of the 3< tenders where the customer switched
suppliers, 3< switched from an in-house solution, and 3< switched from one
outsourced supplier to another:

(a) In < tenders where the incumbent Platform Solution was outsourced to a
third party, there were < where the customer changed supplier'®, and <
where the winning supplier was one of < incumbent suppliers'®”, while
for the <. the incumbent Platform Solution was kept.%8

(b) In < tenders where the incumbent Platform Solutions was provided in-
house by the customer, < switched to an outsourced Platform Solution'®®
and X kept it in-house.'"°

This analysis indicates that, even when tendering, customers may not switch
suppliers. It also shows that most switching occurs from in-house to
outsourced Platform Solutions, although some switching between outsourced
suppliers also takes place.

104 We are mostly relying on the Parties’ information about in-house being considered an option alongside other
suppliers, as very few customers included in-house solution in the list of bidders for their tenders.

105 3< out of the < Retail tenders we have in the CMA data are not included in the switching analysis. 3<tenders
are for new Platforms and, therefore, do not have an incumbent solution to switch from. 3< of the tenders are on-
going and 3< were abandoned before a winner was chosen.

106 <K
107 <
108 <

109 <.
110 <.
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Competitive assessment

47.

48.

This section sets out the results of the sensitivity test performed on the
analysis of overlaps in tenders as set out in Chapter 8.

The sensitivity test does not affect our findings on competition between the
Parties relative to other competitors in tenders.

Overlaps (Sensitivity)

49.

50.

Since 2016, FNZ, JHC and GBST participated in 3<, 3< and 3< Retail or
borderline tenders respectively. Their overlaps with other suppliers was as
follows:

(@)

(b)
(c)
(d)

(e)

(7)

(9)

()

(i)

#< had the greatest number of overlaps for both Parties, overlapping with
both GBST and FNZ/JHC in < tenders.

FNZ/JHC and GBST overlapped in < tenders.
s< overlapped with FNZ/JHC in 3< tenders, and with GBST in 3< tenders.

In-house solutions overlapped with FNZ/JHC in 3< tenders, and with
GBST in <.

&< overlapped with FNZ/JHC in < tenders, and with GBST in <.
o< overlapped with GBST in 3< tenders, and with FNZ/JHC in <.

¢< and 3< both overlapped with FNZ/JHC in < tenders, with <
overlapping with GBST in < tenders, and 3< overlapping with GBST in
s< tender.

s< overlapped with FNZ/JHC in 3< tenders, and overlapped with GBST in
< tenders.

Other suppliers overlapped with the Parties fewer than < times.

Figure 1 below summarises these findings.

Figure 1: Number of times each supplier overlapped with GBST and FNZ/JHC in Retail and
borderline tenders (Sensitivity test)

<

<
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Source: CMA analysis using data from the Parties, customers and competitors.

Note: 3<. The graph includes only competitors that overlapped with the Parties at least twice.
Suppliers which overlapped with GBST once include <.

Suppliers which overlapped with FNZ/JHC once include 3<
GBST was in partnership with Equiniti in 3< overlapping with FNZ. 3< met GBST twice < and <

and 3< met FNZ 3<, and 3< and <.

Final stage overlaps (Sensitivity)

51.

52.

As regards FNZ and JHC’s participation at the final stage for Retail or
borderline tenders within our sensitivity test:

(a) FNZ reached the final stage in 3< tenders, 3< of which it was the only
bidder that we had identified at that stage; and

(b) JHC reached the final stage in 3< tenders, 3< of which it was the only
bidder that we had identified at that stage.

Table 1 below shows the frequency with which FNZ or JHC met other
suppliers in the 3< Retail or borderline tenders in which they reached the final
stage

Table 1: Suppliers which overlapped with FNZ/JHC at the final stage of Retail or borderline
tenders (Sensitivity test)

Competitor | FNZ+JHC FNZ JHC
< < < <
< < < <
< < < <
< < < <

Source: CMA analysis using data from the Parties, customers and competitors.
Note: The Parties may have overlapped with more than one supplier at the final stage of a tender.

53.

54.

The table shows that:

(a) GBST overlapped < with FNZ and < with JHC
(b) 3< overlapped < times with FNZ

(c) 3< and < both overlapped < with JHC

GBST reached the final stage in 3< tenders, in 3< of which it was the only
bidder that we had identified at that stage. Table 2 below summarises the
frequency with which GBST overlapped with other suppliers in these tenders.
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Table 2: Suppliers which overlapped with GBST at the final stage of Retail or borderline
tenders (Sensitivity test)

Competitor | Frequency

RIX XXX X KX
RIX XXX X KK

Source: CMA analysis using data from the Parties, customers and competitors.
Note: The Parties may have overlapped with more than one supplier at the final stage of a tender.

55.  The table shows that GBST overlapped the most with the following suppliers
at the late stage in tenders:

(a) < in ¥< Retail or borderline tenders;
(b) < in ¥< Retail or borderline tenders; and

(c) <:once each in a total of three Retail or borderline tenders."

Winners

56.  Our sensitivity test on the analysis of the winners of Retail or borderline
tenders where the Parties bid showed that:

(a) FNZ or JHC lost one tender to each of 3<, <, <, <, 3<and 3<, and lost
two tenders to each of 3< and <.

(b) GBST lost one tender to 3<, <, 3<, < and <, and lost three to 3< or <.

57.  Figure 2 below presents these findings.

Figure 2: Number of times each supplier won a Retail or borderline tender in which GBST or
FNZ/JHC participated (Sensitivity test)

K

<

Source: CMA analysis using data from the Parties, customers and competitors.

Note: This includes all competitors who have won a Retail or borderline tender when overlapping with
the Parties, including tenders in which a winner was chosen but the customer abandoned the project.

1 3< and < reached the final stage in the same tender, while < and $< reached the final stage of two different
tenders.
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The graphs exclude, therefore, on-going tenders and abandoned tenders that concluded without a
winner.

Non-Retail tender analysis

58. In order to provide context for our findings on Retail tenders and for our
sensitivity test, this section sets out the results of our Non-Retail tender
analysis.

Market definition

59.  This section sets out the results of our tender analysis regarding delivery
models and in-house provision of Non-Retail tenders.

Delivery model

60. We find that there are fewer instances where Software-only suppliers met
Combined Platform Solution suppliers in Non-Retail tenders than in Retail
tenders.’'2 113 This is consistent with the competitive conditions in the supply
of Platform Solutions to Retail Platforms being different to the competitive
conditions in the supply of Platform Solutions to Non-Retail Platforms.

61. Considering Non-Retail tenders, we find that:

(c) In at least < of the < Non-Retail tenders for Investment Platforms where
we knew the identity of at least two bidders''4, there was a mix of
Software-only Solutions and Combined Platform Solutions suppliers
bidding at the early stage; and

(d) In at least < out of the < Non-Retail tenders for Investment Platforms
where we knew the identity of at least two bidders at the final stage, both
Software-only Solution and Combined Platform Solution suppliers were at
the final stage.

12 Not all Investment Platforms responded to our questionnaire and, therefore, the list of bidders in each tender
may not be exhaustive. For this reason, there may be more tenders in the CMA data which included Combined
Platform Solution suppliers competing with Software-only Solution suppliers.

"3 These figures are accurate as far as we have been able to verify bidders in each tender. We consider the
following suppliers to offer Software-only Solutions: 3< and 3<, who can offer both Software-only and Combined
solutions, were classified as Software-only providers in certain tenders where they offered a Software-only
solution.

114 We considered tenders with at least two known bidders at each stage to make an informed comparison over
the whether the customer had a preference over the type of supplier.
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In-house provision

62. We find that Non-Retail Platforms do not often consider in-house supply of
software and/or servicing as a viable alternative, although there are some
instances where it was considered.

63. Considering Non-Retail tenders, we find that:

(i) In-house supply was identified as an option in < of < recent tenders
in Non-Retail Platform Solutions. < of these tenders were won by a
pure in-house Platform solution, and < was won by an in-house
solution in combination with an outsourced Software-only supplier.’®

(i) In-house supply was never identified as an option in cases where the
incumbent Platform Solution was fully outsourced. In < tenders
where in-house supply was identified as an option, the incumbent
solution was partially outsourced.

Competitive assessment

Overlaps (Non-Retail)

64. Since 2016, FNZ, JHC and GBST participated in 3< and 3< Non-Retail
tenders respectively.

65. Interms of the Parties’ overlaps with other suppliers in Non-Retail tenders:

(a) < overlapped with FNZ or JHC in < tenders, overlapping with FNZ in 3<
tenders and JHC in 3< tenders.

(b) < overlapped with FNZ or JHC in < tenders, meeting FNZ 3< times and
JHC XK.

(c) < overlapped with FNZ or JHC in 3< tenders, meeting FNZ < times and
JHC < times.

(d) In-house solutions overlapped with FNZ or JHC in < tenders,
overlapping with FNZ 3< and JHC <.

(e) < overlapped with FNZ or JHC in two tenders, overlapping with FNZ <
and JHC X<

115 We are mostly relying on the Parties’ information about in-house being considered an option alongside other
suppliers, as very few customers included in-house solution in the list of bidders for their tenders.
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(f) Other suppliers overlapped with FNZ or JHC fewer than < times.

66. Figure 3 below summarises these findings.

Figure 3: Number of times each supplier overlapped with FNZ/JHC in Non-Retail tenders.
<

Source: CMA analysis using data from the Parties, customers and competitors.
Note: 3< The graph includes only competitors that overlapped with the Parties at least twice.
Suppliers which overlapped with FNZ/JHC once include 3<

Final stage overlaps (Non-Retail)

67. Asregards FNZ and JHC’s participation at the final stage for Non-Retail
tenders:

(a) FNZ reached the final stage in 3< tenders, 3< of which it was the only
bidder that we had identified at that stage; and

(b) JHC reached the final stage 3< tenders, < of which it was the only
bidder that we had identified at that stage.

68. Table 3 below show the frequency with which FNZ or JHC met other suppliers
in the 3< Retail tenders in which they reached the final stage

69. The table shows that:
(a) < overlapped 3< with FNZ and < with JHC
(b) < overlapped < with FNZ

(c) 3< overlapped 3< with JHC

Table 3: Suppliers which overlapped with FNZ/JHC at the final stage of Non-Retail tenders.

Competitor | FNZ+JHC FNZ JHC
< < < <
< < < <
< < < <

Source: CMA analysis using data from the Parties, customers and competitors.
Note: The Parties may have overlapped with more than one supplier at the final stage of a tender.

Winners (Non-Retail)

70.  We also analysed the winners of Non-Retail tenders where the Parties bid.
We found that:

(a) 3< won < against FNZ and X against JHC
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(b) 3< won < against FNZ and < against JHC
(c) 3< won < against FNZ and ¥ against JHC
(d) 3< and X each won XX against FNZ and < against JHC.

71.  Figure 4 below presents these findings.

Figure 4: Number of times each supplier won a Non-Retail tender in which FNZ/JHC
participated.

<

Source: CMA analysis using data from the Parties, customers and competitors.

Note: This includes all competitors who have won a Non-Retail tender when overlapping with the
Parties that we could identify, including tenders in which a winner was chosen but the customer
abandoned the project. The graphs exclude, therefore, on-going tenders and abandoned tenders that
concluded without a winner.

Note: In addition to the [3<] tenders which we classified as Non-Retail, Figure 4 also includes the
Non-Retail components of the 3< tender, which is classified as a borderline case. We note that FNZ
won a Retail and Non-Retail component and < won a Non-Retail component of this tender. Both <
and FNZ are included as having a Non-Retail win as a result of this tender in Figure 4.
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Appendix H — Platform classifications

Platform classifications in tender analysis

Participant Customer name Platform
classification
< < <
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Participant Customer name

Platform
classification

Platform classifications in shares of supply.

Platform Platform classification
Hargreaves Lansdown Retail
Barclays Smartinvestor Borderline
AJ Bell Youlnvest Retail
Interactive Investor Borderline
Halifax Share Dealing Borderline
Vanguard Retail
Aviva (MyAviva) Retail
Fidelity Direct Retail
SelfTrade Borderline
IG Non-Retail
CitylIndex Non-Retail
Santander Borderline
VitalityInvest Retail

St James Place Retail
Brewin Dolphin Borderline
Rathbones Borderline
RBS (Coutts) Non-Retail
Charles Stanley Borderline
Tilney (Bestlnvest) Retail
Tilney (Smith Williamson) Non-Retail
Close Brothers Borderline
Credit Suisse (UK Wealth Mgmt) Non-Retail
UBS (UK Wealth Mgmt) Non-Retail
Julius Baer (UK Wealth Mgmt) Non-Retail
SG Hambros Non-Retail
Barclays (Wealth) Non-Retail
Barclays (PBOS) Non-Retail
HSBC (Private Banking) Non-Retail
HSBC (UK Wealth) Retail
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Platform

Platform classification

Lloyds Schroders JV Retail
Schroders Cazenove (UK Wealth) Borderline
Investec Borderline
LGT Vestra Borderline
Quilter Cheviot Borderline
Brooks Macdonald Borderline
WHlreland Borderline
Saracen Borderline
Ruffer Borderline
Cannacord Borderline
SL Wealth Borderline
Killick Borderline
Succession Retail
Other - PSL powered Borderline
Standard Life (Wrap) Borderline
Standard Life (Elevate) Borderline
Quilter Retail
SEI Borderline
Integrafin (Transact) Retail
Fidelity Intl. (FundsNetwork) Retail
Aegon (Cofunds and ARC) Retail
AJ Bell (InvestCentre) Retail
Royal London Retail
M&G Prudential (Pru 4 Advisers) Retail
Scottish Widows Retail
James Hay Borderline
Aviva Platform Retail
Pershing (Bank of New York Borderline
Raymond James Borderline
Seven IM Borderline
Nucleus Retail
Ascentric Retail
Zurich Retail
True Potential Retail
Novia Retail
Parmenion Retail
Embark Borderline
ATS - Embark Borderline
Wealthtime Retail
Praemium Retail
Hubwise Retail
Phoenix Retail
LGIM Retail
Aegon Retail
Aviva (MyMoney) Retail
Scottish Widows (Lloyds) Retail
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Platform

Platform classification

Aviva (Unisure) Retail
NEST Retail
Royal London Retail
Fidelity Retail
Nutmeg Retail
Scalable Capital Retail
Redmayne Bentley Non-Retail
Cave & Sons Non-Retail
Saxo Capital Markets Non-Retail
Other Stockbrokers Non-Retail
Other - Embark Non-Retail
Dentons Pensions Retail
Barnett Waddingham Retail
Curtis Banks Retail
Canada Life Retail
Scottish Friendly Retail
People's pensions Retail
BMO Retail
Wesleyan Retail
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Appendix I: Share of supply estimates

Share of supply estimates for sensitivity case analysis

1. This appendix contains share of supply estimates that include supply to
Investment Platforms that are at the borderline between Retail and Non-
Retail. This reflects the fact that not all Investment Platforms neatly fit into
either the Retail or Non-Retail classification.''®

2. This sensitivity analysis presents the same broad outcome as the shares of
supply presented in Chapter 8: the Merged Entity is much larger than Bravura
and SS&C, with the remaining suppliers being much smaller.

3. Our share of supply estimates for the supply of Retail Platform Solutions and
borderline cases in the UK are shown in Table 1 below. This sets out the
share of each supplier separately for its supply of Platform Solutions, either
alone or in any partnership, to ensure there is no double-counting of revenue
from each customer.

Table 1. Shares in the supply of Retail Platform Solutions and borderline cases in the UK
excluding in-house software (based on AUA) (2018)

Software + servicing Share of supply (%) Share of supply (%,
supplier(s) ranges)
FNZ < [20-30%]
FNZ (JHC) + in-house < [5-10%]
FNZ total < [30-40%]
GBST + in-house < [5-10%]
GBST + unknown < [0-5%]
GBST + Equiniti < [0-5%]
GBST total < [10-20%]
FNZ and GBST total < [40-50%]
Bravura + in-house < [10-20%)]
Bravura + Genpact < [0-5%]
Bravura + unknown'"” < [0-5%]
Bravura total < [10-20%)]
SS&C < [10-20%]
Objectway + in-house < [5-10%]
Avaloq + in-house < [5-10%)]
Iress + in-house < [5-10%)]

116 See Appendix G (paragraphs 13-21) for further details on the methodology behind platform classification for
the base case and the sensitivity case analyses.

"7 This combination includes Succession platform. Based on Annex 4 to FNZ Initial Phase 2 submission,
Investment Accounting Software supplier for this platform is Ascentric (via Bravura).
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Temenos + in-house < [0-5%]
SEI < [0-5%]
PSL < [0-5%]
Pershing < [0-5%)]
Fusion Wealth Limited''® < [0-5%)]
Equiniti < [0-5%)]
TCS BaNCS < [0-5%]
State Street + unknown < [0-5%)]
Hubwise < [0-5%]

Source: CMA estimates based on the Parties’ data: Annex 14.1 to the MN. The shares of supply in the Table present third-party
software combined with third-party or in-house servicing. We excluded AUA of any platforms where the software supplier is
unknown.

4. These shares of supply indicate that:

(a) FNZ is the largest supplier and GBST is the joint third largest supplier of
Retail Platform Solutions in the UK;

(b) the Merged Entity is, by far, the largest supplier in the market, accounting
for [40-50%] of the supply of Retail Platform Solutions in the UK. The
share of the Merged Entity is almost twice as large as that of the next
largest supplier, Bravura;

(c) Bravura is the second largest supplier and SS&C, which has the same
share as GBST, is joint third largest;

(d) Bravura and SS&C are the only other suppliers with more than a [10-20]1%
share. We note, however, that almost all of SS&C’s share comes from
one large customer, St James’s Place;

(e) FNZ, Bravura, GBST and SS&C together account for more than 60% of
the market. No other supplier has a share of supply of more than [5-10]%.

118 According to Fusion Wealth Limited, Fusion Wealth Limited is supplied by SEI, Creative Technologies and
Winterfloods Business Services (Fusion Wealth Limited Response to the CMA’s September Phase 2 third party
questionnaire.
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Appendix J — Assessment of alternative suppliers

Assessment of alternative suppliers based on third party evidence

1.

We received additional information from third parties on the following
suppliers:

(a) The six suppliers for which we calculated closeness scores showing how
close an alternative they are to the Parties,''® were: Bravura, SS&C, SEl,
Pershing, Avaloq and Temenos;

(b) IRESS and TCS BaNCS, who FNZ submitted are also active in the supply
of Retail Platform Solutions;'%°

(c) Hubwise and SECCL, which the Parties and some third parties have
referred to as competitors of the Parties;

(d) a group of suppliers that most third parties indicated were not competitors
of the Parties; and

(e) in-house supply of both software and servicing.

Bravura

2.

Bravura is an Australian firm active in the UK market. Its key product is
Sonata which is usually sold as a Software-only Solution but can also be
combined with third party servicing suppliers (such as Genpact) to provide a
Combined Platform Solution. Bravura’s main customers in the UK are Retail
Platforms, such as Royal London, Scottish Friendly, Nucleus, Fidelity and
Ascentric.?!

Bravura considers itself to compete most closely with GBST and told us that it
competes with FNZ ‘in as much as the market can employ [Bravura’s]
solutions and build their own operation or choose to outsource their
investment operation and take a service from FNZ'.'22 Bravura indicated that
‘it has no plans at present to change [its] business model to compete with
FNZ’ by offering servicing solutions itself.'?

19 See Chapter 8.

120 ENZ Initial Phase 2 Submission, paragraph 1.2.

121 Bravura Response to the CMA Phase 2 third party questionnaire response.

122 Bravura Response to the CMA Phase 1 third party questionnaire response.

123 Bravura Response to the CMA Phase 1 third party questionnaire. See also Bravura note of call, 24 April 2020.

52



Third parties consider Bravura as a close competitor of the Parties in the
supply of Retail Platform Solutions mainly because its technology is
comparable to FNZ and GBST, it has similar experience and a good
reputation in the UK market.'?4

While Bravura only provides software, nine third parties considered Bravura in
partnership with a servicing provider like Genpact to be a credible supplier of
Combined Platform Solutions. 125 However, three third parties do not consider
the partnership between Genpact and Bravura as a suitable alternative to
Combined Platform Solutions:

(a) One third party said Genpact’s partnership with Bravura ‘has to date
lacked sufficient investment and marketing spend to achieve competitive
scale’;126

(b) one third party said that Nucleus being its primary client, the partnership
‘has not been tested at scale in the UK market and is not as attractive as
FNZ’s overall solution’;'?” and

(c) another third party told the CMA that Genpact ‘doesn’t have a real market
presence anymore’ and seems to be ‘retreating from the market’.'28

Evidence from customers’ tender evaluations indicates that customers
consider Bravura’s proposition as strong in the Retail segment and similar to
GBST'’s offering, although GBST has some advantage in relation to
implementation timescales and pricing:

(a) Two customers identified Bravura and GBST's offerings as similar.'2°
Customers see Bravura as a provider with a strong administration system
for Retail Platforms,’® even though one customer'3! pointed to Bravura’s
limited SIPP functionality;

(b) Two customers identified Bravura as a provider with a successful track
record of deliveries in the Retail segment,'32 while another customer

124 See, for example, Phase 2 questionnaire responses from < and Phase 1 questionnaire responses from <.
Among consultants, see Phase 2 questionnaire response from 3<. Among competitors, see Phase 2
questionnaire response from <.

125 Three customers (<), three competitors (5<) and three consultants (3<). See related Phase 1 and Phase 2
questionnaire responses.

126 3<Response to the CMA Phase 2 third party questionnaire response.

127 3< Response to the CMA Phase 1 and Phase 2 third party questionnaires.

128 3< . This was also confirmed by <.

129 <.
130 <.
131 <.

132 3¢
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SS&C

highlighted that Bravura 3<. This is consistent with Bravura’s focus in the
Retail segment;'33

(c) Two customers indicated Bravura’s long timescale for implementation of
the solution was not compatible with their plans,’®* while one customer
was advised by a consultancy to not shortlist Bravura based on their
comparisons to other SIPP Administration software suppliers;'3® and

(d) Three customers indicated that Bravura’s price was high when compared
to GBST'’s price.'3¢

SS&C is a US firm that offers both Software-only Solutions and Combined
Platform Solutions to Retail Platforms. However, SS&C said <.1%"

8. SS&C’s UK revenues from Retail Platforms are almost entirely derived from
one large customer — St James'’s Place, which is the UK'’s largest retail
financial advisory business.’®®

9. SS&C submitted that it is trying to compete in the supply of Retail Platform
Solutions but is not as strong a competitor as it would like. It considers that it
competes more closely with FNZ than GBST but does not consider itself to
compete strongly with either of the Parties due to $<.139

10.  SS&C submitted that, in order 3< with FNZ and GBST'’s offerings, <. In
particular, SS&C explained that < Bluedoor 3< (i) it is not an ‘open
architecture’ solution in terms of the underlying investments it supports; (ii) it
is not multi-currency (it has no conversion functionality and so it can only
manage assets denominated in Pounds Sterling); and (iii) it does not have
front-end functionality to let external wealth managers rebalance and run
client funds across separate portfolios. 40

11.  FNZ submitted that ‘SS&C’s offering also allows it to supply open architecture
platforms’.’#" FNZ also submitted that the successful migration of St James’s

133 <.

134 <.

135 <

136 <

137 SS&C Response to the CMA Phase 1 and Phase 2 third party questionnaires.
138 SS&C Response to the CMA Phase 1 and Phase 2 third party questionnaires.
139 SS&C Response to the CMA Phase 1 and Phase 2 third party questionnaires.
140 CMA note of call with SS&C, 22 April 2020.

141 FNZ Response to Working Paper on Tender Analysis, paragraph 82(c).
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12.

13.

14.

Place onto SS&C’s Bluedoor software is likely to have addressed concerns
from third parties regarding the migration of customers onto this software.4?

Third party evidence generally supports what SS&C told us:

(a) Some third parties consider SS&C to be an alternative supplier of Retail
Platform Solutions; 43

(b) customers who would look at SS&C as an alternative supplier also said
that SS&C is only really working with St. James’s Place in the UK,'#4 and
that it has limited scale and gaps in its product capability,’#® such that it is
a weaker player than GBST, FNZ, and Bravura;'#¢ and

(c) competitors submitted that there are internal technology issues with
SS&C'’s software Bluedoor'7 and that this solution cannot be readily used
by other Investment Platforms.4®

Third parties further said that SS&C had suffered a high-profile failure to
implement a software and administration solution for Quilter (Old Mutual
Wealth), which has undermined the credibility of its proposition.'*® SS&C
explained that 3<, Quilter (Old Mutual Wealth) decided to pull out of the
project in 2017 and began a migration to FNZ’s system.'%°

Qualitative evidence from customers’ tender evaluations indicates that SS&C
does not have a good reputation in the market and its Platform Solution is not
suitable for most Retail Platforms:

(a) One customer noted that SS&C ‘have recently experienced significant
difficulty in implementing platform solutions for two significant customers
with high-profile delays, cost overruns and functional defects’;'®" and

(b) Another customer dropped SS&C from its tender process ‘due to a
number of material capability gaps in their proposal and the poor quality of
their submission’, highlighting that they did not have ‘enough confidence
in the solution’ and it scored far below GBST and Bravura. The customer

142 FNZ Response to the Provisional Findings, paragraph 4.9.

143 For example, see Phase 2 customer questionnaire responses from < and $<. Among consultants, see Phase
2 questionnaire responses from 3<and 3<. Among competitors, see <.

144 3< Response to the CMA Phase 1 third party questionnaire.

145 3< and < Responses to the CMA Phase 2 third party questionnaire.

146 3< Responses to the CMA Phase 2 third party questionnaire.

147 3< Response to the CMA Phase 1 and Phase 2 third party questionnaires.

148 3< Responses to the CMA Phase 2 third party questionnaire.

149 See Phase 2 questionnaire responses from <.

50 Note of the call with SS&C, 22 April 2020, paragraphs 12-13.

151 3¢
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SEI

15.

16.

17.

also indicated that ‘the solution offered is based on the SJP [St. James’s
Place] proposition which is quite bespoke’, which is consistent with
SS&C'’s solution not being suitable for most Retail Platforms.’5?

SEl is a US firm which provides a Combined Platform Solutions through its
‘Wealth Platform’ division. Its largest market is the US, but it also has a long-
standing presence in the UK. 3<.153

SEI submitted that it has proven scale and can supply both Retail and Non-
Retail Platforms in the UK, and has done so since it launched its product in
the UK in 2008. It considers itself to compete with FNZ in the UK ‘for the same
mandates’ but only to a limited extent with GBST due to the difference in their
delivery models. It told us that it will only compete with GBST where a
customer is undecided on its preferred delivery model or where GBST
competes for combined Platform Solution opportunities by partnering with a
servicing provider.'*

Third parties had different views on the breadth and strength of SEI’s offering
but overall this evidence indicated significant weaknesses with its Retail
Platform Solution:

(a) Four third parties indicated that SEI had historically focused more on
supplying Non-Retail Platforms but is also able to serve Retail
Platforms;'®

(b) < considered that SEI is more focused on private banking and private
client investment management segments and noted that, where
customers typically have a lower demand for complex product wrapper
functionality such as drawdown, SEI would need to further develop its
software in order to be considered a credible Retail Platform Solutions
supplier.'® 5< indicated that to improve its Retail offering SEI would need
to develop on-platform pension administration.'®” SEI confirmed that it is
not a pension administration provider however SE| does support on-

152 3

153 SEI Response to the CMA Phase 1 third party questionnaire.
154 SEI Response to the CMA Phase 1 third party questionnaire and SEI note of call, 1 July 2020.
155 3<. See also K

156 3¢
157 3¢
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(c)

(d)

(e)

(7)

platform pensions for a number of clients by integrating with pension
administrators.’®

two third parties stated that SEI uses ‘older technology''*® and another
third party noted that its technology is not considered as strong as the
technology of FNZ or GBST;"60

one party noted that SEI only operates as a ‘white label provider to
individual advisor groups but does not have its own proposition in its own
name open to wider advisor use’;'®’

two customers indicated that SEI does not offer the full product suite that
they require.'®2 Another customer noted that SEI does not ‘currently
demonstrate the level of scale [it] requires’;'®® and

two competitors observed that SEl is not particularly successful in the UK
and that its customers are smaller organizations.6

18. Qualitative evidence from customers’ tender evaluations shows that
customers 3<:

(@)

(b)

One customer which operates a Retail Platform indicated that ‘the SEI
solution was discounted on the basis the platform is primarily targeted at
the discretionary market and mid-sized advice platforms and is unproven
within the < peer group;’® and

One customer which operates an Investment Platform with both Retail
and Non-Retail characteristics indicated that SEl is ‘a strong organisation
but the core system had a number of functional gaps and were
comparatively expensive’.166

158 <K

159 <.

160 <

161 <

162 <.

163 <.

164 3< and K.
165 3< (Issued
166 < p.7.

to CMA 14May20), p 13.
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Pershing

19.

20.

21.

22.

Pershing is part of the Bank of New York Mellon Corporation and supplies
both Combined Platform Solutions and servicing solutions. It does not offer
Software-only Solutions.'®”

Pershing told us that, while it can serve both Retail and Non-Retail Platforms
and it is a competitor to the Parties, its ‘current customer base is more
weighted towards non-Retail Platforms with its inherent service requirements’
and noted that its typical clients are discretionary wealth managers.'6®

Third party evidence generally supports what Pershing told us. Third party
evidence indicates that, in the UK, Pershing focuses on the Non-Retail
segment, as it offers limited UK wrapper capabilities and focus on supporting
more complex assets.'®® In this respect, evidence also indicates that in order
for Pershing to meet the requirements of Retail Platforms it would need to
demonstrate its ability to support multiple tax wrappers, adviser process flows
and modelling capabilities, portfolio management/SMA processes, customer
portals and reporting, together with evidence of trade execution accuracy,
systems stability/availability, operational scalability, regulatory compliance,
robust and tested authentication and security, as well as a track record of
change delivery and innovation and make improvements to its front-end
adviser experience.'”?

Third party evidence also indicates that Pershing has only a limited presence
in the UK market."”" Furthermore, third parties submitted that it has a dated
technology with limited functionality and is expensive.'"?

Avaloq

23.

24.

Avaloq is a Swiss firm active in the UK since approximately a ten years.
Avaloq told us that it is a provider of software-only and Combined Platform
Solutions.’”3

Avaloq told us that it is not ‘currently actively targeting the retail market’ and it
serves more the ‘ultra/high net worth end of the market’ and focuses on

167 Pershing note of call, 7 January 2020.
168 Pershing Response to the CMA Phase 2 third party questionnaire. See also Pershing note of call, 7 January

2020.
169 <
170 <

171 <.

172 3¢
173 3¢
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25.

26.

27.

‘sophisticated’, more complex products. 174 Avaloq sees itself as a competitor
of FNZ for Private-client Platform customers because, according to Avaloq,
FNZ was more focused on Retail Platforms but it is seeking to broaden the
breadth of firms it provides services to.'”®

In order to support Retail Platforms, Avaloq explained that it would have to
‘develop UK BPO capabilities and likely provide regulated services such as
custody. Avaloq would also have to develop pension administration capability
and market heavily in this area’.’”¢

Third party evidence is consistent with what Avaloq told us. Third parties said
that its offering is currently addressed to Private Client Investment
Management Platforms'”” and is not suited for Retail Platform requirements
because, it lacks complex UK tax wrapper capabilities.'”® One customer told
us that adapting Avaloq’s offering would require ‘extensive/potentially green
field development’.”7?

Two consultants told us that Avaloq has the potential to become a more
significant player in the supply of Retail Platforms, but the absence of
experience and market share in the UK constitutes a weakness. '8

Temenos

28.

29.

30.

Temenos is a technology firm that offers a front and back office software
solution to banks. Its presence in the UK is currently limited to the provision of
software to private banks, including $<and 5<.18

Temenos told us that it does not consider itself as a competitor to the Parties
in Retail Platform Solutions and is not familiar with GBST. It specified that it
competes primarily with Avaloq for Private Banking and Wealth Management
customers and sees FNZ as a potential competitor only in that segment.'8?

Temenos told us that it is not active in supporting retail banks’ wealth
management services <. Temenos submitted that any attempt to enter would
require 3<.183

74 Avaloq Response to the CMA Phase 2 third party questionnaire.
75 Avaloq Response to the CMA Phase 1 third party questionnaire.
76 Avaloq Response to the CMA Phase 1 third party questionnaire.
77 See K

178 <.
179 <.
180 <.

181 Temenos note of call, 2 July 2020.
182 Temenos Response to the CMA Phase 1 third party questionnaire.

183 3¢
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31.

32.

Third parties see Temenos as offering a ‘core banking system’'84 with no
penetration in the UK Retail Platform segment.'8® We were told by two third
parties that its system does not currently support the needs of Retail or
workplace customers in the UK, because it lacks UK tax wrapper
capabilities.® In this respect, we were told by a third party that, for Temenos
to adapt its offering to support Retail Platforms, ‘the scale of development
required would be great’.'®”

Evidence from one customer’s tender assessment indicate that Temenos has
‘a strong and configurable core engine, but lacking [sic] in UK-specific
functionality and a weak implementation proposal’.'e8

TCS (Tata Consultancy Services)

33. TCS s an Indian firm that provides Software-only Solutions and Combined
Platform Solutions to Investment Platforms, catering for the full spectrum of
the market segments including high net worth clients, affluent clients and
mass market clients. 3<.18°

34. TCS sees itself as competing with both FNZ and GBST. Despite its current
limited presence in the UK Retail Platform Market, TCS has plans to expand
in this space. It submitted that increasing its presence would take time
because customers are resistant to changing providers.'%

35. TCS added that its work with 3< enables it to handle scaled, end-to-end
operations in the UK. However, it does not help TCS tender for pure
investment opportunities in the market because it does not contribute towards
this kind of track record.®

36. We heard from one external consultant that TCS provides Life and Pension
BPO services and has experience of operating in this sector.'%?

37.  However, only two of the Parties’ customers mentioned TCS as a suitable
alternative provider of servicing/BPO solutions.'®3

184 <.

185 <.

186 <.

187 <.

188 3

189 <

190 <

191 <

192 <.

193 <K
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38.

39.

Among consultants, only 3< considers TCS as a suitable supplier of Retail
Platform Solutions in the UK due to its ‘experience in the sector’.1%

GBST submitted that TCS’s presence in the supply of Retail Platform
Solutions is mainly limited to the supply of a servicing offering to NEST, while
its relationship with $<.195

IRESS

40.

41.

42.

IRESS is headquartered in Australia and provides software solutions to the
wealth management industry.® We did not receive any submissions from
IRESS.

GBST told the CMA that it is not a direct competitor in the supply of Retail
Platform Solutions, its core business being ‘Adviser Portal technology’ (Xplan
software).'¥”

IRESS was mentioned by one Non-Retail Platform and one borderline
Investment Platform as a credible supplier,'®® while no Retail Platform listed
IRESS as a credible supplier. Only one consultant sees IRESS as a possible
alternative to FNZ and GBST.%9

Hubwise

43.

44,

Hubwise is a supplier of Retail Platform Solutions offering a Combined
Platform Solution. It sees itself as competing very closely with FNZ and
GBST. Nevertheless, it specified that ‘FNZ and GBST focus on tier one
market participants (...), whilst Hubwise [has] a current focus on the mid-tier
segment’. Hubwise explained that its scale is preventing it from securing
contracts with larger clients.?°° Hubwise aims to grow its ‘balance sheet and
reputation to start appealing to tier one firms’.2%’

Among consultants, one consultant described Hubwise as a ‘new entrant’ in
the supply of Retail Platform Solutions who is acquiring AUA.2%2 Another

194 3¢

195 GBST <
196 Merger Notice, paragraph 12.25.10.
197 See GBST <. See also XK.

198 <.
199 <.

200 3< note of call, 2 June 2020.

201 3«
202 3«
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consultant has highlighted that Hubwise has won ‘high-profile deals’ with
Sanlam and Tenet, the latter an extension in service to their 2017 deal.2%3

45.  Moreover, third parties told us that Hubwise is not considered a credible
competitor for Retail Platforms due to its insufficient scale,?% limited
services??® and absence of track record.?%

SECCL

46. SECCL, acquired by Octopus in 2019, is a recently launched business
offering Combined Platform Solutions. Although SECCL plans to compete
more closely with FNZ and GBST in the future, it explained that it will need
two to five years before it becomes a credible alternative for the Parties
current clients.20”

47.  One customer told us that SECCL'’s breadth and depth of functionality is not
yet comparable to that of other major players and that it does not have a track
record of working with credible platform businesses. The customer said that it
will take many years for SECCL to build up the breadth of functionality
required to compete with larger competitors.208

Other suppliers

48. Below, we summarise information received from third parties on suppliers that
only appeared infrequently throughout our evidence gathering.

49. IMIX offers a Software-only Solution. Its solution covers portfolio modelling,
performance measurement, order and creation management, tax, client
reporting and regulatory services.

50. IMIX submitted that its offering is narrower than GBST’s and FNZ's and it has
historically provided only specific front office components and not the wider
back office software capability. IMIX considers that its core products are more
complementary to the Parties and it has worked with GBST in the past. 20°

51.  IMIXis now developing its own back office solution which may bring it into
closer competition with the Parties. However, this solution needs to be further

203 <.

204 <.

205 <.

206 <.

207 SECCL Responses to the CMA Phase 1 and Phase 2 third party questionnaires. See also SECCL note of call,

3 June 2020.

208 <.

209 |MIX note of call, 30 June 2020
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52.

53.

54.

55.

56.

57.

58.

developed and, according to IMIX, this would take approximately five years.
Wise Investments utilises IMIX only for its front-end system, which it uses for
its analysis, reporting, filtering, making decisions and placing orders; IMIX
then sends these orders to Pershing (NEXUS), which handles the back-office
software and servicing.?'°

EValue does not consider that it competes with FNZ or GBST because its
software solutions are different?'!. Specifically, EValue said it does not
provide back office functionalities, it provides software solutions to help end
customers or advisers to model financial planning scenarios.?'? Evidence from
one customer’s tender evaluation indicates that Evalue does not provide
SIPP back office system administration but that it is specialised in pension
advice tools.?"3

Torstone submitted that it $<.214

Sapiens provides property and casualty, life and pensions (including to Retail
Investment Platforms) and reinsurance software. Its target clients are
insurers. It submitted that it competes with FNZ and GBST only occasionally.
Sapiens plans to compete more closely with GBST on mid to lower tier
opportunities as part of its five year strategy for the UK market.?'®

Objectway provides software mainly to Non-Retail Platforms. $<.216

Dunstan Thomas offers software and servicing to technology platforms,
retirement market and Wealth Managers in the UK and South Africa. Its
services include illustration (providing customers with quotes for investments
and pensions), and policy administration (SIPP and retirement products).?'”

Dunstan Thomas said that its software tends to be used alongside GBST,
FNZ and Bravura’s offering instead of replacing it. However, there is some
competition on the policy administration capability because FNZ, Bravura and
GBST have this element as part of their offerings.?'8

Dunstan Thomas said that it does not compete directly against FNZ and
GBST because they do not have the same product offering. Clients would

210 IMIX note of call, 30 June 2020.
211 EValue Response to the CMA Phase 2 third party questionnaire.
212EValue Response to the CMA Phase 2 third party questionnaire.

213 3
214 <

215 Sapiens Response to the CMA Phase 1 and Phase 2 third party questionnaires.

216 <

217 Dunstan Thomas note of call, 3 July 2020.
218 Dunstan Thomas note of call, 3 July 2020.
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have chosen their software platform provider before they approach Dunstan
Thomas, who only provides the add on components.?'®

59.  Evidence from one customer tender assessment indicates that $<.220

60. Ohpen supplies investment and savings accounts with or without tax
wrappers, and focuses on retail banks, pension providers, investment
platforms and asset managers. Ohpen said that it therefore competed very
closely with FNZ when it entered the UK market in 2016. Since 2018, 3<.221

61. Qualitative evidence from a customer’s tender evaluation indicates that ERI
Bancarie lacks UK-specific functionality and expertise, despite having a
strong core engine. 2%

62. One customer’s tender assessment indicated that InvestCloud was not able
to meet UK credentials and lacked overall capabilities for Retail Platforms.?23

In-house

63. Evidence from competitors, consultants and customers indicates that there is
an increasing tendency for customers to outsource the provision of software
solutions and that in-house software does not provide a strong constraint on
the Parties. More specifically:

(a) Two competitors indicated that there is a tendency to outsource software,
for reasons that relate to quality, economies of scale and cost. For
example, one competitor submitted that: ‘Very few of the major platforms
continue to operate their own in-house software... Driver has been the
need for a proven and scalable system and the need to share the costs of
systems development and testing to meet rapidly evolving market and
regulatory demands.’??* Another competitor submitted that there ‘is limited
value [for a Platform] in building [its] own software’.?5

(b) Two out of four consultants indicated that, whilst providing software in-
house is a viable option for some Retail Platforms, there is a trend

219 Dunstan Thomas note of call, 3 July 2020.

220 <.

221 Ohpen Response to the CMA Phase 2 third party questionnaire.
222 <.

223 <

224 3< Response to the CMA Phase 2 third party questionnaire.

225 <.
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64.

65.

(c)

towards outsourcing software, with Investment Platforms continuing to
provide software in-house being large or having a niche offering.?2¢

26 of the 29 customers that commented on in-house supply indicated that
they outsource software,??” for the same reasons listed by competitors,
but also because they lack the expertise required to develop and maintain
a software solution in-house.??® For example, one customer submitted
that: ‘It is typically more cost effective and we can expect to achieve a
quicker, cheaper, better solution by selecting a best of breed provider who
specialises in this area... On-going updates and changes to meet legal,
regulatory and other mandatory requirements are usually performed by
the platform provider and leveraged by many customers... External
suppliers also provide on-going technological investment and
improvement’.22°

Evidence on the viability of in-house servicing solutions is more mixed. A
number of Retail Platforms provide at least some aspects of servicing in-
house. More specifically:

(@)

(b)

(c)

One competitor indicated that there is a tendency to provide servicing in-
house.?*® However, three competitors indicated that there is a tendency to
outsource servicing.?*'

One consultant indicated that there is a tendency to provide servicing in-
house,?*? whilst two consultants indicated that there is a tendency to
outsource servicing, for reasons that relate to economies of scale.?33

14 of the customers that commented on in-house supply indicated that
they provide servicing in-house, as clients value the personal nature of
the offering, or they have sufficient scale. However, 11 customers that
commented on in-house supply indicated that they either partially or fully
outsource servicing.?*

Qualitative evidence from a customers’ tender evaluation indicates that, when
assessing the market, consultants may provide the strengths and weaknesses
of proprietary solutions. In that case, the advantages listed were:

226 See Phase 2 consultant questionnaire response from <.
227 Three customers told us they have in-house software and six customers provided neutral/no response.
228 See for example, <.

229 x
230 x
231 }(
232 }(
233 < and <.

234 Twelve provided neutral/no response.
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(@)

(b)

(c)

The in-house solution will fit the customer’s business model more closely
than an off the shelf solution;

the customer has a closer control over development direction of the
technology; and

the customer has the ability to white label or licence the solution to other
platforms to diversify revenue streams.

66. The disadvantages highlighted were:

(a) High initial development costs;

(b) a poor design of the solution will incur higher maintenance costs and
become a barrier to growth (the consultancy used Ascentric as an
example, which developed a poor in-house solution and was re-
platforming to Bravura at the time);

(c) large volume of technical staff; and

(d) costs to keep the technology current for market and to incorporate
regulatory changes and less ability to share ongoing investment among
other users of the technology.?3®

235 <.
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Appendix K: Third party alternative supplier scores

1. This Appendix presents further evidence on the ‘closeness scores’ received
from the Phase 2 third party competitor, customer and consultant
questionnaire responses which are set out in Chapter 8.

2. The Parties’ competitors, customers and consultants were asked in
questionnaires to consider the extent to which alternative suppliers were a
close alternative to FNZ and GBST. Seven competitors, three consultants and
23 customers responded to the request and provided closeness scores.

3. In Chapter 8, we presented average closeness scores based on the scores
provided by all third parties. This excluded customers that had not tendered
since 2016 as we gave lower weight to their views. An alternative version of
this figure below shows the average closeness scores when we include the
scores of all third parties, including customers that have not tendered recently.

Average closeness of competition scores for alternative suppliers to FNZ and GBST (1 = not at
all a close alternative, 5 = a very close alternative), all third party responses

<
Source: CMA analysis of customer, competitor and consultant Phase 2 questionnaire responses.

4. The scores given to FNZ show that all third parties considered, on average,
that:

(a) GBST and Bravura are the closest alternatives to FNZ (scores between
3.5 and 4);

(b) They are followed by SEI and SS&C (scores between 3 and 3.5); and

(c) Pershing and Avaloq are less close alternatives (scores between 2.5 and
3), with Temenos (score between 2 and 2.5) being the least close.

5. With respect to GBST, third parties considered that:
(a) Bravura is the closest alternative (score between 4 and 4.5);
(b) ltis followed by FNZ (score between 3.5 and 4);

(c) SS&C, SEIl and Avaloq are the next closest competitors (scores between
2.5 and 3); and
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(d) Pershing are Temenos (with scores between 2 and 2.5) are even less
close.

The closeness between the Parties shown is consistent with the customer
responses to our Phase 1 questionnaire, where customers were asked
whether FNZ and GBST compete closely with each other. Out of the 16
customers that gave a view, 14 considered that the Parties were close
competitors.

As a result of the inclusion of scores from those customers who had not
tendered recently, the closeness score of GBST to FNZ reach a similar level
as the closeness score of FNZ to GBST (whereas in Chapter 8, there was a
larger difference between these closeness scores).

Compared to data shown in Chapter 8, there are also some other differences
in closeness scores from all third parties: all third parties ranked Bravura as a
slightly less close alternative to GBST while SS&C was viewed as a less close
alternative to FNZ.
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Appendix L: Competitive assessment — Internal document
screenshots

FNZ documents

1 <.
2 <.
3 <.
4 <.
) <.
6 <.
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10.

11.

12.

13.

14.

15.

16.

X

A

s

X

A
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GBST documents

17.

18.

19.

20.

21.

22.

23.

24.

X

X

X

X

X

X
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25.

26.

27.

28.

29.

30.

31.

32.

X

X

X

X

X
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33.

34.

35.

36.

37.

X

X

X

X

X
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Appendix M: Examples from internal documents for the
competitive assessment

Closeness of competition between the Parties
The Parties’ position in the market

FNZ documents on its general position

1. In a < FNZ presentation, FNZ positions itself as $<.236 237 FNZ submitted that
‘these slides are from a pitch/marketing document addressed to investors’.238

2. A X”. The presentation also $<.239 FNZ submitted that ‘3<’.240
3. A similar FNZ presentation 3<.241

4. A FNZ Management presentation 5<.242 < 243

5. A X FNZ 3< 244 3¢ 245 3¢ 246
6. A statement by FNZ 3< 247 3<: ‘3< 248
7. A ¥< report for FNZ $< 249

8. 3<.250

236 <

237}(

238 FNZ Response to Working Paper on Competitive Assessment — Internal Documents, paragraph 39.
239 FNZ document: <.

240 FNZ Response to Working Paper on Competitive Assessment — Internal Documents, paragraph 39.
241 <K

242 <K

243 <

244 <.

245 <.

246 FNZ Response to Working Paper on Competitive Assessment — Internal Documents, paragraph 39.
247 <.

248 <.

249 <.

250 <.
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FNZ documents on its strengths in software and servicing compared to its
competitors

9. In a ¥ response to a Request for Information from a customer,2®' FNZ notes
}(_252 3L 253

10.In a 3< FNZ presentation FNZ describes itself as 3<. 254
11.1n a < FNZ presentation 3<:
a. ‘<.
b. ‘S< 256 257
12.A ‘3<’ presentation, produced in 3<, 3<.258 <:
a. ¥X;
b. 3<.2%°
13.3<.260

14.A ¥ report by $<’.261 Although this document was prepared by a third party,
extracts were incorporated into a FNZ management document without FNZ
criticising their content.262

15.A < report by < 263

GBST documents
16.A GBST 3<.264

17.A GBST $<.265 266

251 <.
252 <.
253 3
254 <.
255 <.
256 <K
257 <K
258 <.
259 <
260 <
261 <.
262 <
263 <
264 <.
265 <.
266 <.
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FNZ and GBST as competitors

FNZ documents
18.A < FNZ Management presentation <, indicating that $<.267 FNZ submitted
that 5<.268

19.A < FNZ Management presentation provides shares for 3<. 26° FNZ submitted
that ‘3<’.270

20.In a 3< FNZ presentation $<.27" < 272
21.An FNZ 3<.273 < 274 3< 275

22.3<.276 < 217

23.A <278 3< 219

24 A 5< 280 3¢ 281

25.Example where GBST and JHC appeared to have competed closely for a
customer: $<282 3< 283

26. A 3< 5<,284 3< 285 13< 286 \While this document was prepared by a third party,
extracts of it were incorporated into an FNZ management document.28’

267 3¢,
268 3¢
269 3«
270 3«
271 The platforms are 3<.
272 3¢
273 3«
274 3«
275 3« .
276 <.
277 3¢
278 3«
279 3« |
280 s«
281 3¢
282 3«
283 3«
284 3¢
285 3«
286 3«
287 <
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27.The <X 3<. The report states that ‘3<. The report also notes that 3<. It states:
$<.288 FNZ said that ‘3<.2%° We do not consider that this conflicts with our overall
findings regarding FNZ and GBST as competitors.

28.A 2016 3< 2% and
a. A2016 3<.2%
b. A2018 $<.2%2

c. FNZ ¥ state that $<."29

GBST documents

29.A GBST <.2%

30.In a 2019 GBST document < ‘3<.295

31.A similar view is expressed in another document $<.29
30 3¢ 297 298

33.A GBST Management Presentation to $<.2%9 300

34.A GBST Strategy Presentation <301

35 3< 302 303

36.GBST Board reports include $<.3%

37.A 2018 report for GBST by < and $<.305

288 <K

289 <.
290 <.
291 <.
292 <

293 <.
294 <.
295 <.
296 <.
297 <.
298 <

299 <

300 <.
301 <.
302 <.
303 <.
304 <.
305 <.
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38.A 2019 GBST report ‘3<.306
GBST and Equiniti partnership as a competitor to FNZ

FNZ documents

39.1n an FNZ'’s presentation $<.307 FNZ has submitted that this section of the
document $<-308309 ENZ submitted that 3<.31°

40.3< < 31

41.A 2018 3<.312 Extracts of this document were incorporated into a FNZ
management report.3'3

GBST documents
42.3< 314 3’ 315

43.A GBST presentation on 3<.’316
Competitive constraints from alternatives

FNZ documents

44.A < FNZ management presentation <. 37 FNZ submitted that ‘this document
was a presentation to a prospective investor’.31®

45.A < FNZ management presentation <. 319 320 FNZ submitted that ‘3<’.321

306 <.
307 <
308 <
309 3«
310 3«
311 <K
312 <K
313 <K
314 <
315 <.
316}<

317 <
318 <
319 <.
320 <.
321 <.
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46, 5<322 3¢ 323 324
47.FNZ told us that 3<.3%%

48. A 3< FNZ presentation ‘3<.326 < 327

49.FNZ presentation ‘3< JHC $<.328

50.3<.32° <,

51.Two internal FNZ documents refer to 3<. 3<. 330 331

52.3<. In addition to GBST, there are 3< competitors listed which include < .332 333

53.A < report from <.334 3< 335 3< 336 ENZ submitted that 5<.337 We do not
consider that this conflicts with our overall findings regarding competitive
constraints from alternatives.

54. < 338 3¢ 339 340

55.3< 341

GBST documents
56. GBST Management Presentation $<.342 343

57.A GBST Strategy Presentation 5<.344

322 3¢
323 3«
324 <
325 <
326 3«
327 3«
328 3«
329 3«
330 9« .
331 <
332 <.
333 3«
334 <
335 9«
336 3<
337 3«

338 3« .
339 3«
340 3«
341 <
342 <
343 3«
344 3¢
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58.A 2019 GBST document 3<.34° <.
59.A 2019 GBST presentation ‘3<.346 347
60.A GBST <.348

61.GBST Board Reports provide 3<. 349 350
62.A 2019 email <351 3< 352

63.A 2018 presentation 3<.353

64.A 2018 GBST <35

65.A 2019 GBST ‘3<.3%

66.The GBST Evolve $<.3%
Constraint from in-house supply

FNZ documents

67.A 3< FNZ Management presentation <.35” FNZ submitted that ‘this document
was a presentation to a prospective investor’.3%

68.1n a < response to $<,3%° 3<, 360
69.A ¥ report by <361

70.A ¥ report by < 362

345 <K
346 <
347 <
348 <.
349 3¢
350 <
351 <
352 <K
353 <.
354 <.
355 <.
356 <
357 <
358 <.
359 <.
360 <
361 <K
362 <.
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71.A 2018 3<.363

GBST documents

72.A 2017 GBST Strategy Presentation notes that $<364

363 3¢
364 3¢
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Appendix N: Product development

Introduction

1. This Appendix sets out evidence on product development and GBST’s Project
Evolve, from the Parties and third parties.

GBST views of Project Evolve

2. GBST submitted that Project Evolve is a ‘key update of the GBST Composer
software and involves replacing the legacy technology with a modern,
simplified technology.

3. GBST submitted that Project Evolve will be completed <. It stated that after
the completion of the project, Composer will be a highly competitive product
that is attractive for prospective customers.36°

4 Internal documents from GBST show that its [3<] R&D spending on Project
Evolve, together with $<366 367

5. A GBST CEO Board Report from July 2017 states that Project Evolve $<.368
But an internal document from December 2019 stated that ‘3<.’369

6. A presentation dated May 2019 on GBST strategy states that 3<.37°
7. The same document <.

(a) <.

(b) 3<.7371

8. Another internal document $<.372

365 <.
366}(_
367 <
368 3<
369 <
370 <
371 <K
372 <K
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FNZ’s views of GBST R&D

9. FNZ stated that ‘3<’ 373

10. In relation to this, FNZ submitted that:
(a) <;

(b) < 37%); and
(c) The project ‘3<.’ 375

11.  FNZ supported this submission by providing the timing of different updates
implemented at FNZ and GBST.3"® FNZ stated that GBST’s Evolve
programme as well as other ‘key platform functionality innovations’ are <,
with particular reference to FNZ, Bravura, Avaloq, Pershing, SS&C, SEI, and
Temenos.3"7

12. FNZ submitted that 3<.378

13.  FNZ further submitted that ‘FNZ’s view is that GBST’s programme as
constructed is 5<. 379 In support, FNZ submitted that:

(a) ‘FNZ understands that GBST has already <;’

(b) Other providers that undertook similar projects $<;3° FNZ told us that:
¥<; and

(c) FNZ believes that ‘[3<].”3®

GBST views

14.  GBST disagreed with FNZ’s view on Evolve and maintained that it would
make GBST more competitive.

15.  GBST responded to FNZ claims about the underlying code language of
Composer < by stating that ‘it is incorrect that GBST’s underlying technology
framework is only PowerBuilder. Most of Composer now uses Java, a more

373 <

374 <

375 <

376 FNZ Phase 2 Initial Submission, paragraph 7.9.
377 FNZ Phase 2lInitial Submission, figure 7.2.

378 3«
379 ¢
380 3«
381 3«
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16.

17.

18.

19.

20.

21.

22.

23.

24.

modern coding language. Moreover, since 2009 GBST has had an API layer
that sits around Powerbuilder and has transformed the APIs from SOAP to
Rest-based services (in 2018) to help increase the integration capability.’38?

FNZ told us that it was surprised by this as GBST had previously indicated to
FNZ that ‘3< with FNZ referring to documentation that only the 3< October
2019.383

In response to FNZ’s claim that ‘on-premise’ model of Composer has been <
by Cloud-based SaaS models, GBST stated that it ‘does not only supply
Composer “on-premise”. Composer has been provided as a managed service
hosted via Rackspace since March 2009, 3<. GBST therefore provides a

SaaS. [...] Therefore, not all clients consume the software “on-premise”.” FNZ
noted that 3< FNZ further noted that <. 38

GBST added that ‘through Project Evolve, GBST is changing the technology
architecture of Composer to take advantage of new features available in
Cloud-enabled tech. GBST is also enhancing its APIs and making the tech
platform architecture more microservices-based.’3

FNZ told us that <. FNZ also noted that <. 386

GBST also notes that [...] FNZ says that a benefit of the Transaction is
integrating FNZ functionality alongside Composer, which indicates that FNZ
knows Powerbuilder can effectively interface with third party solutions.38”

FNZ noted that 3<. 388

GBST also responded to FNZ by stating that, ‘in terms of other key
developments amongst WMPs, GBST has 3<’. GBST provided examples
about its user interface/digital portal, Composer APIs, model portfolio
capabilities, and other ‘product wrappers’ not mentioned by FNZ.’389

GBST further submitted that 3<. 3%

GBST also denied FNZ’s claim that project Evolve is a <. It submitted that,

382 GBST Response to FNZ Phase 2 Initial Submission, page 4.

383 <
384 <.
385 <
386 3¢

387 GBST Response to the FNZ Phase 2 Initial Submission dated 27 May 2020, page 4.

388 3¢

389 GBST Response to FNZ Initial Submission dated 27 May 2020, page 5).
3% GBST Response to the FNZ Phase 2 Initial Submission, page 5.
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(a) <.

(b) itis not high-risk as the programme is on track and being delivered in
phases which are being consumed by clients. The project is more than
50% complete and has delivered the most complex components. This
means the remaining deliveries are lower risk.3°’

Third party views
25.  Customers generally expressed positive views about Project Evolve.

(a) All customers that expressed views on Project Evolve stated that the
programme is an essential modernisation programme required to update
Composer to the current technological standards;

(b) Some third parties (three out of eight) stated that, in addition to being a
‘catch-up programme’, Project Evolve could generate some competitive
advantages relative to other providers (eg flexible architecture and API
capability).

26. Moreover, two customers highlighted GBST’s ability to innovate and invest in
R&D:

(a) < stated that ‘R&D was an important part of the decision in selecting
GBST’ and it praised GBST’s commitment ‘to continually update the
platform to comply with local regulation and make changes through
feedback from the GBST user groups ensures the platform continues to
stay up to date and relevant in the UK market.’3%2

(b) AJ Bell submitted that the provision of ‘gateways into core system
functionalities is key, and is the reason why both JHC [FNZ'’s subsidiary]
and GBST are both heavily investing in API development.’393

27.  Some competitors also provided views on Project Evolve. All agreed that the
programme aims to bring GBST technical architecture up to date with the rest
of the industry.

(a) SS&C stated that Project Evolve ‘would go a long way to closing the gap
on Bravura Sonata and FNZ's capabilities.’3%.

391 GBST Response to the FNZ Phase 2 Initial Submission, page 5.
392 <.
393 <K
394 <K
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(b)

(c)

(d)

(e)

Bravura stated that ‘both Bravura and GBST are seen as handling
innovation and regulatory development and releases well.’3%

Equiniti stated that ‘GBST has always invested heavily in R&D and this
has long been respected in the marketplace.’3%

Hubwise stated that ‘GBST has a poor reputation stemming from recent
project delivery failures, and its software is nearing the end of its shelf life
in the UK. We believe it would take years of investment to bring its
software up to date, and in that period, other providers (like Hubwise)
would have greatly widened the functionality and capability gap.’3°”

s< (a consultancy) told us that ‘GBST are behind in the market because
its offering has lacked investment.’3%8

Extracts from FNZ’s internal documents

XK

28.  As part of an internal FNZ strategy presentation to its Board on the acquisition
of GBST (3<. Further, it noted that 3<. 3%

29. FNZ went on to state that there would be a ‘3<’4% and said that ‘[3<.401

30. FNZ also <.

31.  FNZ . $<.402

32. We have seen further evidence from FNZ'’s internal documents 3<:

(@)

FNZ board < state that $<.403

395 Bravura Response to the CMA’s Phase 2 questionnaire, question 18.
3% Equiniti Response to the CMA'’s Phase 2 questionnaire, question 18.
39"Hubwise Response to the CMA'’s Phase 2 questionnaire, question 14.

398 3

399 Final Merger Notice, Annex 9.1, page 3.
400 Final Merger Notice, Annex 9.1, page 6.
401 Final Merger Notice, Annex 9.1, page 7.

403 3¢
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(b) An email from < on ¥< also states that ‘[5<’. 404
(c) Internal FNZ from < state ‘3<."05 <.

(d) Email < and others on < stating “5<.4%

33. However, we also have evidence that FNZ intended to keep Composer
technology:
(a) On 6 August 2019 < sent an email <. 497
(b) < sent a letter to < requesting that ‘<. 408
(c) In response, ¥< wrote a letter which stated that: ‘<. 40°
(d) On 23 October 2019 < wrote to < stating ‘<. 410

404 3¢

405 <.

406 <.

407 <.

408 3«

409 <.

410 3¢
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Appendix O: Third parties’ views on the Merger

Introduction

1. This Appendix provides third parties’ views on the Merger.

Third party views
2. Twelve of 25 customers that gave a view were opposed to the Merger.*!!

3. The reasons raised by customers include that the Merger would have an
adverse effect on price, quality or innovation or simply reduce the number of
suppliers. Specific comments included:

(a) ‘This reduces the number of viable technology solutions with appropriate
scale and technical capability for an 3< platform proposition from three to
two’;412

(b) ‘The options for retail investment platform solutions offering software or an
outsourced solution, with the track record in the UK retail adviser platform
market and capability to be viable alternatives for large scale platform
businesses is [sic] very limited’. {[T]he merger would reduce the viable
options further and risk over the medium to longer term decreasing
competition in the marketplace.”'3

4. Three customers were unconcerned and said that the merger could result in
more innovation or lower prices. Specific comments included:

(a) ‘[l]f the merger allows FNZ/GBST to operate at increased scale and share
some of the benefits of that with their clients then this could be beneficial

to consumers. It would allow platforms to share in reduced overall costs
[...]. 414

(b) ‘[the Merger would] likely enhance consumers through lower pricing and
higher R&D from the FNZ Group’.41°

411 Out of a total of 34 responses. Nine customers gave a neutral response.
412 3< Response to the CMA’s Phase 2 third party questionnaire.

413 <.

414 3< Response to the CMA’s Phase 2 third party questionnaire.

415 <.
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One customer expressed mixed views about the merger. On the one hand it
sees a risk that ‘3<’.4'6 On the other hand, it noted that ‘the advantage of the
merger is that FNZ has a background as a technology provider and would
have the capabilities to push GBST forward with the development of
Composer (e.g. completion of the Evolve Programme).”"

Two consultants out of the three that gave a view raised concerns about the
Merger:418

(a) ‘Our view is that the proposed merger would significantly reduce choice,
and thus competition, for software and servicing in the Investment
Platform market. 3< has run many technology and servicing selection
exercises for UK retail platforms and there is already a scarcity of credible
suppliers for large organisations looking for stable, established partners to
work with. Whilst there are some signs of new entrants wining small scale
deals, it will be several years before any of these become credible
suppliers to larger firms;#'® and

(b) ‘Il am concerned that the market will have been monopolised by a giant
technology house like FNZ with little effective competition as suppliers
would not have the scale and resource to compete... It would also stifle
innovation. Every platform would essentially be backed by the same
technology — it would be very vanilla. It would also mean that the
investment platform market would effectively be controlled by one
organisation with all the inherent risks that represents.’4?0

The other consultant was unconcerned:

(a) ‘When considering the whole retail investments market, the merger would
not appear to cause a competition issue, however there may be effects on
GBST’s direct customers, it is not clear if this would be positive (better
R&D investment etc) or negative (being railroaded into a full services
offering).”?!

Four of five competitors that gave a view were opposed to the Merger.#22
Specific comments included:

416 3< Response to the CMA’s Phase 2 third party questionnaire.

418 Two further consultants gave neutral or no responses.

419 3< Response to the CMA'’s Phase 2 third party questionnaire.

420 3< Response to the CMA’s Phase 2 third party questionnaire.

421 3< Response to the CMA'’s Phase 2 third party questionnaire.

422 Out of a total of eight responses from competitors. The remaining three competitors providing neutral or no
responses.
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(@)

(b)

(c)

‘We see the acquisition of GBST by FNZ as making it significantly more
difficult to compete in the UK Platform market’;43

‘We are concerned that the merger of these two already dominant firms
will mean that many more clients and prospects will have some
embedded FNZ / GBST components in their operation. The merged entity
will be able to use this “inside” knowledge to create bundled pricing,
cross-subsidies and create barriers to third parties being able to integrate
their components into the clients operations’;*?4 and

‘With the FNZ dominance in the marketplace, it is already difficult to
compete. If FNZ extends their customer base and offerings it will
invariably lead to < re-evaluating our UK strategy for investment/wealth
propositions.’#2%

One competitor was unconcerned:

(@)

‘We don’t consider that this merger would have any negative impact on
our business whatsoever. It removes a competitor, albeit one we wouldn’t
consider as a serious threat, especially given GBST has never
established a foothold in the UK retail platform market.26

423 3< to the CMA's Phase 2 third party questionnaire.

424 3< Response to the CMA'’s Phase 2 third party questionnaire.
425 3< Response to the CMA’s Phase 1 third party questionnaire.
426 3< Response to the CMA'’s Phase 2 third party questionnaire.
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AUA
AUD$
CMA

Combined Platform
Solution

BPO

IFA

Investment
Platform

Merged Entity

Non-Retail Platform

Platform Solutions

Retail Platform

Retail Platform
Solution

Retail Platform
Solutions in the UK

Glossary of terms

Assets under administration
Australian Dollars
Competition and Markets Authority

An investment platform solution, including both software
and servicing. Also known as a Platform-as-a-Service
solution (PaaS). May be provided by separate software and
servicing providers.

Business Process Outsourcing: of investment transaction
and asset custody services.

Independent financial adviser. IFAs offer advice on financial
matters to their clients and recommend suitable financial
products.

An online product, through which consumers and/or their
financial advisors access their investments. The platform
allows them to transact and obtain administrative and other
services to support their investment activities. The platform
includes both front-end (customer-facing) functions and
back-end capability which enables transactions, accounting,
etc.

The post-Merger business of FNZ and GBST.

(See also Retail Platform, below). Investment platforms
provided by private client investment managers, private
banks and stockbrokers.

Provision of software-only or Combined Platform Solution
(software and servicing) to Investment Platforms.

(See also Non-Retail Platform above). An Investment
Platform which is not operated by a private bank,
stockbroker or a private-client investment manager.

Software and Servicing supplied to Retail Platforms. Can be
Software-only Solution or a Combined Platform Solution.

The market we have defined which excludes the supply of
in-house software
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Supplier of Platform
Solution

Supplier of Retail
Platform Solution

SLC

Software-only
Solution

The Act
The Merger
The Parties

UK

Provider of a Software-only Solution or a Combined
Platform Solution to Investment Platforms.

Provider of a Software-only Solution or a Combined Platform
Solutions to Retail Platforms.

Substantial Lessening of Competition

Software to operate an Investment Platform, when supplied
separately to the servicing element of a Platform Solution.
The software may be provided in-house or supplied by a
third party.

The Enterprise Act 2002

The completed acquisition by FNZ of GBST

FNZ and GBST

United Kingdom
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