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Avoiding
foreseeable
harm

As Andy Miller explains, thanks to an evolving regulatory landscape and a changed investment outlook, the
odds are increasingly stacked against advisers still building their own in-house investment portfolios.

The change from a world of low interest rates, low inflation, and muted geopolitical risks to a world of high interest rates, a cost-of-living
crisis, and simmering international tensions has helped turn conventional investment approaches on their head in recent years.

Meanwhile, today's regulatory focus, which requires advisers to be more proactive in the pursuit of good customer outcomes, has made
life increasingly difficult for those advisers still offering their own in-house portfolios.

This shifting backdrop means many advisers now need to evaluate their existing investment processes. They need to recognise where
the risk lies in their businesses, and how to manage escalating costs, while still improving their profitability and delivering positive
outcomes for their clients.

Creating an efficient investment process

If you are still managing client portfolios, your first step is establishing an appropriate long-term strategic asset allocation. This requires
in-depth analysis, research, and specialist investment tools.

The strategic asset allocation is the bedrock for investment returns in any portfolio, so finding that optimal mix of asset classes and
investment styles is key to success.

Once an appropriate investment mix has been decided, it then comes down to screening and selecting appropriate funds with which to
populate each portfolio.

To withstand regulatory scrutiny, any investment process will need robust, repeatable practices in place to identify which funds, and
which managers, are best-placed to contribute to your portfolio objectives. This is where due diligence will need to be evidenced as it's
the only way to ensure that the wrong building blocks aren't selected.
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Not being able to demonstrate an understanding of
the funds in a portfolio can increase the chances of
foreseeable harm for your clients. This is especially
important in the context of the Consumer Duty. y

Andy Miller, Lead Investment Director, Quilter
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Not being able to demonstrate an understanding of the funds in
a portfolio can increase the chances of foreseeable harm for
your clients. This is especially important in the context of the
Consumer Duty.

The Consumer Duty challenge

The challenge for every adviser is to evidence that your business is actively looking to deliver the very best outcomes for your clients. From
an investment perspective, this means detailing your investment process at a much more granular level than previously.

For example, the Consumer Duty requires advisers operating their own portfolios to detail and rationalise any funds that have been
added to, or removed, in the last 12 months. It also requires full disclosure of the governance arrangements that are in place, including
minutes from the meetings covering each fund going back 12 months.

For most advisers, this level of forensic investment analysis, continuous monitoring, and ongoing governance simply isn't possible due
to the financial and time costs involved.

Outsource or build your own?

All of this points to only two realistic options for advisers operating their own portfolios:

1. Invest in a highly disciplined, well-resourced, in-house investment process, with appropriate fund research, due diligence,
governance, and reporting capabilities.

2. Outsource your investment process, the regulatory risks, and the added costs it represents, to a recognised investment manager.

If you pursue the first option, ensuring that your investment process meets all Consumer Duty requirements, and that it remains
aligned with an ever-evolving regulatory landscape, isn't an easy task. The pace of regulatory change has become relentless.

Ultimately, avoiding foreseeable harm isn't about predicting the future, it's about anticipating what could happen, and having the right
procedures in place to act effectively, when things go wrong.




Important information

The value of investments and the income
from them may go down as well as up
and investors may not get back any of
the amount originally invested. Because
of this, an investor is not certain to make
a profit on an investment and may lose
money. Exchange rate changes may cause
the value of overseas investments to rise
or fall.

This communication is issued by Quilter
Investors Limited (“Quilter Investors”),
Senator House, 85 Queen Victoria Street,
London, United Kingdom, EC4V 4AB.
Quilter Investors is registered in England
and Wales (number: 04227837) and is
authorised and regulated by the Financial
Conduct Authority (FRN: 208543).

This communication is for information
purposes only. Quilter Investors uses all
reasonable skill and care in compiling the
information in this communication and in
ensuring its accuracy, but no assurances or
warranties are given. You should not rely
on the information in this communication
in making investment decisions.

Nothing in this communication constitutes
advice or personal recommendation.

Any opinions expressed in this document
are subject to change without notice and
may differ or be contrary to opinions
expressed by other business areas or
companies within the same group as
Quilter Investors as a result of using
different assumptions and criteria.

Data from third parties (“Third-Party Data")
may be included in this communication
and those third parties do not accept

any liability for errors and omissions.
Therefore, you should make sure you
understand certain important information,
which can be found at www.quilter.
com/third-party-data/. Where this
communication contains Third-Party

Data, Quilter Investors cannot guarantee
the accuracy, reliability or completeness

of such Third-Party Data and accepts no
responsibility or liability whatsoever in
respect of such Third-Party Data.
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