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Background

CoreData Research UK is the London-based arm of a broader specialist financial services
research and strategy consultancy that operates out of Sydney, Australia.

The UK division is part of the brandmanagement group and has operations in Australia, the
United Kingdom, China and the Philippines.

b ¢ brandmanagement

i @ dragondata

With a primary focus on financial services CoreData Research provides clients with both
bespoke and syndicated research services through a variety of data collection strategies and
methodologies.

Clients benefit from a dual offering of business-to-business and business-to-consumer research
and consulting services.

The group provides clients with market intelligence, guidance on strategic positioning, methods for
developing new business, advice on operational marketing and other consulting services.

CoreData Research prides itself in identifying market trends at the earliest opportunity and
formulating insightful quantifiable research that clients can use to help them stay ahead of the market
and better meet the day-to-day challenges facing their businesses.

Our focus is on bringing deep market knowledge to research and strategy development.

The group’s research is not just about information and data but at providing insight so clients can
develop strategies that work.

The team is a complimentary blend of experienced financial services, research, marketing and media
professionals, who together combine their years of industry experience with primary research to
bring perspective to existing market conditions and evolving trends.
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CoreData Research has developed a number of syndicated benchmark proprietary indexes across a
broad range of business areas within the financial services industry.
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About The Research

This study is the largest ever in the UK to focus specifically on understanding the
behaviours of financial advisers.

Importantly the project is being undertaken at a critical juncture for the financial
services sector, in fact, with so much change apparent in the industry the timing of the
study is almost perfect.

The Retail Distribution Review, a general election and the continuing fall-out stemming
from the financial crisis have and will continue to reshape the landscape that financial
advisory practitioners are forced to operate within.

2010 is set to be a watershed year for the industry as the recommendations from the
Retail Distribution Review (RDR) take shape in a post-general election environment, on
top of the existing challenges of rebuilding trust among clients and consumers as the
dust settles on the financial woes of the past two years.

With this in mind, CoreData Research has undertaken an extensive review of the
industry’s financial advice intermediaries better understand the present and likely
future composition of the advice market.

The primary aim of the study is to produce an industry leading assessment of the
whole UK advice market, and aim to provide manufacturers with insight as to what they
can expect over the next three years from advisers by incorporating all the internal and
most of the external factors that influence planner behaviour and actions.
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Research Construct

Segmentation of the market is thorough in this study, with attitudes and behaviours sliced and
diced across multiple dimensions.

The following are just some of the factors taken into account in dissecting to construct of the UK
financial advice market.

- Types of adviser working in the industry
- Duration and longevity of practitioners in the profession

- Business types, and identified by geography, e.g small IFA firms, regional IFA firms,
national IFA firms, institutional firms.

- The critical issues facing them in their businesses in 2010, e.g

- The critical issues facing the broader industry in 2010, e.g.
the public, difficult investment market conditions, competition from

banks and direct sellers, regulatory change endangering IFAs as a distribution channel,
lack of consumer trust in the financial services industry etc.

- Professional intent over the foreseeable future (2010, 1-2 years and 3-5 years) in terms
of where they see themselves, e.g. remaining in present role, transferring to another
company, changing role but within another company, leaving the industry altogether
etc.

- Perceived strengths as advisers e.g. strategic asset allocation, understanding clients’
risk appetites, fund manager selection and monitoring, explaining investment concepts
to clients, analysing the risks and opportunities from new investment concepts and
products, portfolio construction in order to meet client risk-return profiles, observing and
understanding general investment market conditions, tactical asset allocation etc.

- Income areas, such as, Personal Retirement Planning (SIPPs), personal protection,
healthcare, long term care, investment & saving, ISAs/OEICs/unit trusts, investment
trusts, taxation planning, offshore investments, ethical investments, stock-broking
services, personal stakeholder pension, equity release, traded endowment policies,
general insurance, mortgages, saving for children and expatriate services.

- The role of upfront fees, ongoing fees, initial commissions and trail commissions for
individual advisers.
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Areas of formal qualifications, such as, general advice, pensions advice, corporate
advice, equity release (Lifetime Mortgage) advice, mortgage advice, long term care
advice, equity release (Home Reversion Schemes) advice, saving and investment

advice, protection advice and tax advice.

Specific A level advice qualifications held by adviser segment clusters
Specific B level advice qualifications held by adviser segment clusters

For investment and savings focused advisers, the study reveals the full mix of advice
on offer across the market. This includes the following product types.

ISAs, Investment trusts, pensions, unit trusts and Oeics, direct investment in equities,
direct investment in fixed income assets, mortgages, exchange-traded funds,
exchange-traded commodities, discretionary fund management services, real estate
investment trusts, SICAVSs, limited partnerships, property syndicates, alternative
investments (e.g. direct investment in hedge funds, private equity or real estate),
distributor influenced funds, structured products, derivative products (e.g. futures,
options), buy-to-let property, commercial property, national savings and investment
products, child trust funds and corporate bonds.

Investment products or investment categories, expected to continue/begin using on
behalf of clients as a result of the RDR.

Scope advice planners anticipated operating under RDR, e.g. Full independent advice,
restricted independent advice or tied advice (company specific).

Adviser first hand expectations of restrictions, if any, in a post-RDR world. e.g. only
anticipating offering certain products rather than the whole of the market; or covering
most products and areas of advice but with some restrictions on coverage (eg
excluding ETFs, national savings and investment products, cash deposit ISAs); or an
expectation that advice may be restricted due to their remuneration arrangements; or
advice being restricted because an adviser only advises on certain products and
services (e.g. From one firm or a panel of firms).

Whether advisers have or plan to attain the required certification levels demanded
under RDR in order to be classified as an ‘independent financial adviser'.

Drivers of product choices on behalf of clients. This is in the form of self-attribution by
advisers and, as an example, covers the following rationale for product choice when
placing client funds.

Charges for the pension wrapper and investment funds, range of collective investment
funds offered within a pension, service and administration standards of the pension
provider, ability of a pension to adapt to changing circumstances (e.g. a facility to switch
from personal pension to SIPP if needed), ability to invest in any asset permitted by the
HMRC, including commercial property, direct equities and esoteric assets, technical
support and advice given on any pension queries, initial and trail commission options
offered to advisers, access to different de-accumulation options at retirement (e.g.
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annuity purchase, USP, scheme pension), retirement planning tools and investment
tools offered (e.g. pension calculator, modelling tools) or degree of familiarity with the
pension provider and its staff.

Adviser perception as to what the most important growth areas will be for advice on
pensions? For example, the spread of SIPPs to the mass market, the transition-to-
retirement and post-retirement market (e.g. advising clients on retirement options at
and during retirement), helping clients with their existing pension arrangements, setting
up new pensions for clients to start retirement saving, group/employer-based pensions
in general — personal accounts, GPPs, advice for senior executives, or the group SIPP
market.

Current adoption rates and usage of platforms, wraps and investment supermarkets.
Client numbers

Frequency of engagement

Business size

Location

Expectations of income changes in 2010
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Quantitative Data Collection

A sample of more than 1,500 British financial advisers was randomly selected to participate in
this study and provide in depth information in relation to a broad collection of advice related

matters and issues.

In addition, a series of attitudinal assessments were made in light of advisers answering

specific behavioural questions.

Timing and Pricing

A full written report, presentation and audio file of the executive summary will be available for

purchase in March 2010.
The cost of this research is £10,000.

Analysis Measures

The following are the common types of analysis we perform on data sets used in this study:-

Descriptive and Bivariate analysis:
- Chi-square,

- Correlation,

- ANOVA,

- t-test

Multivariate Analysis:

Regression Analysis (OLS)

Choice Modeling ( e.g., Logistic regression)
Factor Analysis

Cluster Analysis

Structural Equation Modelling (SEM)

Artificial Neural Network

Two main techniques for determining significant differences or associations in the data we

typically deal with are;

Chi-square test - used to test relationships found in crosstabs.
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ANOVA test - used to determine whether there is a significant difference in
the averages of two or more groups.

You can use ANOVA to test the difference between two groups and also to test the difference
between periods within 7 point index scales.

Crosstabs and Chi-squares (non-parametric test used for nominal or ordinal data) -can use
collapsed/recoded interval ratio but parametric tests are more powerful as they contain more
detail and are thus more accurate.

Our analysis is later overlayed in the reporting stage with a separate strategic insight
component.

This involves contextualising the findings for clients, and providing strategic suggestions
relating to the implications of the research for groups individually.

The power or the ability to detect statistically significant differences in data sets is contingent on
three main factors;

1. Alpha level (or confidence level).
This is virtually always set at 0.05 i.e. 95% confidence.
2. Effect size (or meaningful difference).

This is the amount of difference etc. between variables that is required to conceptually
be of importance. For example if you were able to detect a significant difference
between two variables of 1% would this actually be meaningful?

3. Sample size

This is a critical factor in allowing effects to be detected. The larger a sample is, the
smaller the effect that can be accurately detected. However, for efficiency and resource
management ideally the sample size is no bigger than is required for the research
purposes.
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Craig Phillips

Principal

CoreData Research UK
2/105 Hallam Street
London

W1W 5HD

0207 323 5409

07540 986 867

Disclaimer

To ensure the privacy of the individuals conducting this research and to comply with privacy laws, no persons have been mentioned by
name and no personal details are contained within this document.

This document was compiled from primary research and other information at the time of writing.

The information is believed to be accurate however no representation or warranty, express or implied, is made by CoreData Research as to
its completeness, and it does not make any warranty to correct any information subsequently found to be inaccurate.

This document does not constitute investment advice or a business recommendation.
This document may contain the personal views, standards and opinions of the researchers and third party contributors.
The inclusion of this material is not an endorsement by CoreData Research

In all cases, people reading this material should attain appropriate professional advice in evaluating its accuracy, currency, completeness
and relevance for their purposes.

CoreData Research disclaims any direct or indirect liability or costs arising from any reliance on the information contained within this
publication.

The information within this paper remains the express property of CoreData Research. It may not be reproduced in any form without
express permission.
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