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Foreword
Anthony Browne, CEO of the BBA
Liz Field, CEO of the Wealth Management Association
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Assets in primarily stocks
and shares ISAs offered
by PBWM firms grew by
143% from £60bn in 2011
to £146bn in 2016. During
this time, SIPP assets
also surged by 116% from
£37bn to £80bn.
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The Private Banking and Wealth Management (‘PBWM’) industry, at its
core, helps customers to invest their savings and manage their finances,
while empowering them to look forward and build their futures with
confidence.
The sector has experienced significant growth in assets in recent
years, boosting broader UK economic growth. This report highlights the
important contribution the industry makes to the UK. The PBWM industry
managed or administered £825bn of assets in 2016, equivalent in value to
more than 40% of the UK GDP. However, this sector is not only important
economically. This report shows the sector’s important social contribution,
creating jobs, providing financial education and support for small
businesses and entrepreneurs, while helping many in our demographically
ageing society to save for their future.
In recent years, the industry has undergone significant transformation.
Changes in legislation have contributed to renewed product innovation in
the savings arena with increased consumer interaction. This has resulted
in substantial growth from investments in tax-incentivised savings and
investment products. Assets invested primarily in stocks and shares
Individual Savings Accounts (‘ISAs’) and Self-Invested Personal Pensions
(‘SIPPs’) experienced a rapid 133% growth over the past five years from a
combined £97bn in 2011 to £226bn in 2016, as consumers engaged with
1
pension reforms and increased ISA limits . As the retirement landscape
continues to adapt to the needs of an aging population, the importance
of tax incentives for savers to put money aside for their futures will only
grow. Extending these long-term savings and pensions incentives will help
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encourage people to save for their future.
Clients are now better protected than they have ever been. However,
it is important to calibrate new regulation with the intended client benefits
to avoid cost and resources dedicated to regulatory compliance adversely
impacting investor choice and delivery costs.
Financial advice can play an important role in helping consumers
make informed choices when planning and managing their savings and
investments. Demand for regulated advice and guidance is on the rise,
especially following the recent pensions freedom reforms. The Financial
Advice Market Review (‘FAMR’) report recognised that Government and
regulators need to do more to tackle this ‘advice gap’ by helping the
industry to develop and bring new advice models to market. We encourage
the Government and regulators to maintain momentum on their part in
delivering the FAMR recommendations.
Following the vote to exit the European Union (‘EU’), the UK and the
EU27 must now work together to agree a new, successful partnership
that works for UK and EU customers, businesses and economies. All EU
member states have a mutual interest in ensuring that there is a smooth
exit. This will mean retaining free trade in financial services and must be
underpinned by a strong bilateral agreement between the UK and EU27. It
will also require an orderly transition to ensure no cliff-edge effects when
the UK leaves the EU. In doing so, the interests of customers including UK
investors should be taken into account. Delivering service excellence in the
industry requires access to skilled staff. Furthermore, it will be important to
ensure that any potentially adverse impact on clients’ investment choices is
minimised.
This is the second edition of the Wealth of Opportunities report. This
edition sets out why it is in all our interests for the sector to continue its
success story, and in doing so help many more consumers secure their
financial future.
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Executive summary
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The PBWM industry makes significant contributions to the UK economy,
positively impacting job and wealth creation and helping individuals and
families plan for the future, today.
The industry managed and administered an estimated £825bn of client
assets by the end of 2016, roughly equivalent to 40% of the UK’s GDP. It
also generated turnover of £6.0bn and provided over 27,000 direct jobs
across the UK.
Approximately 2.2 million customers across the UK currently use the
PBWM industry for different stages of their life journeys: from saving for
mortgage deposits, expenses for children, borrowing for home purchases,
through to longer term financial planning for tax-efficient investing,
retirement and maximising inheritance for the next generation.
Financial management empowers individuals to plan for the future,
helping them realise future goals and maximise returns on their
investments. Firms across the industry offer support and financial solutions
for everyone: for as little as £100, anyone can open a regular investment
account with an Execution Only (XO) Stockbroker to invest in a wide
selection of shares or funds.
In addition, the industry can deliver specialist advice, set up detailed
financial plans or use discretionary portfolio management services on
either a bespoke basis or relatively cost-efficient standardised model.
Despite significant regulatory and political challenges, the PBWM
industry remains resilient and continues to deliver substantial client asset
growth. Assets under management and administration by the sector grew
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by 57% over the past five years from £525bn in 2011 to an estimated
£825bn in 2016. During this time the combined revenue of PBWM firms
rose by 18% from £5.1bn to an estimated £6.0bn.
But the sector’s benefit goes beyond these figures. The PBWM sector
is also making a positive contribution by enabling people to prepare for
their futures and improving their financial outlook. Other social initiatives
include offering bespoke services for charity asset management, assisting
entrepreneurs to scale up their businesses to full potential, as well as
supporting educational initiatives to improve financial awareness. Many
PBWM firms have also set up foundations, while others dedicate a great
deal of resources to supporting local charities.
A number of themes have emerged over the course of discussions with
more than a dozen industry CEOs, which are outlined below:
• Incentivising savings levels
Industry leaders believe the Government can do more to encourage
greater levels of saving and investment. While recent pension reforms
and new initiatives such as Lifetime ISAs have been a positive and
remain a key driver behind growth in the PBWM industry, many leading
figures believe that tax arrangements can be simplified further and
investment incentives improved to encourage material improvements to
saving levels, particularly from an earlier age.
• Expansion of financial planning services
Advancements in financial planning services have been evident in the
last ten years. Further growth is expected in this area to meet growing
client demand and many firms are working to bridge gaps in advice.
Most of the firms interviewed that provide financial planning services
expect their teams to double or even treble in size over the next three
years.
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• Clients benefitting from growing productivity gains
Focus on productivity gains across the industry has improved revenue
per Full Time Employee (‘FTE’). Efficiency gains have steadily been
passed on to clients: in the five years to 2016, revenues expressed as
basis points (‘bps’) of assets managed or administered were down by
22% on average across the industry.
• Regulation: A balancing act
Robust regulation is important for market confidence and
implementation of new regulation over recent years has improved
market transparency, while protecting and improving the overall quality
of service received by clients, according to leading figures. However,
some CEOs voiced concerns that the regulatory pipeline is driving
up operational costs to such an extent that it is no longer possible to
provide some services to a wider client base in a cost-effective manner.
They argue for a measured and appropriately delivered regulatory
regime that achieves the ultimate goal of client protection, while
avoiding any negative ‘unintended consequences’. In that vein, they also
call for workable timelines allowing firms adequate time to prepare for
implementation and help minimise adverse client impact.

7

• Brexit: An industry opportunity
Industry leaders believe that any firms impacted by Brexit will require an
orderly transition to the post-Brexit operating environment.
However, expectations in the sector are that changes arising from
leaving the EU will be manageable, subject to the continued ability to
employ and recruit skilled staff from the EU and stability in the crossborder product supply chains.
For most firms, their client base is largely UK-based, and therefore
their services are less likely to be directly impacted by Brexit. Firms
with larger overseas client bases usually have an international
presence and therefore expect to be able to move their clients’ asset
management operations elsewhere within the EU. It is important that
future arrangements seek to avoid unintended tax, repricing or other
potentially adverse client outcomes when a client’s booking location is
moved to an EU jurisdiction.
CEOs will be paying close attention to indications about the shape of
the UK’s exit from the EU, its potential effects on the UK economy and
market performance, and therefore on their clients.
Both the Government and policy makers should work hard to ensure
Brexit in fact leverages the UK’s position as the leading European
financial services centre and opens up new opportunities to attract
additional foreign private client capital.
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Private Banking
& Wealth
Management: An
industry overview

2

Estimates for 2016 have
been calculated using data
from Compeer’s quarterly
surveys from Q1 to Q3
and extrapolated for Q4,
using historical seasonality
trends.

Unless otherwise stated, all the data presented in this report is compiled
from Compeer’s annual benchmarking survey and quarterly updates on
UK wealth management, which tracks 161 firms across execution only
stockbroking, wealth management (both advisory and discretionary) and
2
private banking . All participants in the Compeer survey must have at
least £50m of assets under management or administration. Also, with the
exception of the XO Stockbrokers, wealth management firms must have
discretionary permissions from the FCA, thereby excluding Professional
Financial Advisors (‘PFA’) from the analysis. Metrics for only the UK
operations are measured. If a firm has offshore operations, the non-UK
assets are only included if all revenues, staff and asset management and
administration costs are directed through the UK onshore division.

Industry breakdown
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The PBWM industry in the UK can be divided into four main subsectors:
• Private Banks: These firms hold banking licenses and have investment
management divisions of substance operating in the UK. ‘Private
Banks’ include subsidiaries or branches of foreign banks together
with the private banking divisions of major UK universal banks and
niche players. The focus of these firms is the management of wealthier
individuals’ assets, providing an all-encompassing wealth service
ranging from banking to advice planning, discretionary portfolio
management and family office services.
• Private Client Investment Managers: The core focus of these firms
is discretionary portfolio management, largely for wealthy investors
through the provision of bespoke services. With the introduction of
model portfolio services, these firms have broadened their reach to also
manage the assets of affluent investors.
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• Full Service Wealth Managers: Originating from the traditional
stockbroker model, these firms focus on discretionary and advisory
business, often supplemented by wider financial planning services. The
minimum investment threshold for these firms is often lower than the
Private Client Investment Managers.
• XO Stockbrokers: These firms support individuals across all wealth
bands through their execution and custody services. Technology
is at the forefront of their services (which are predominantly digital,
although telephone dealing is also offered), allowing investors to trade
in multiple instruments across different account types without the need
for financial advice. Many execution only firms offer research facilities to
assist investors with their investment choices.

Geographic footprint
The PBWM industry has a significant network of firms across the UK.
London is often viewed as a wealth management centre of excellence and
so forms the main focal point of head offices.
However, the financial management services industry has a significant
presence across UK regions. With private clients placing great value in
face-to-face contact, the regional branches allow firms to be close to their
client bases, thereby facilitating planning and investment decisions.
Figure 1: Network of PBWM firms and offices across the UK (as at end of
2016)

Scotland
35 firms
59 offices

North West
38 firms
62 offices
Northern Ireland
7 firms
7 offices
West Midlands
31 firms
43 offices

North East
13 firms
15 offices
Yorkshire and the Humber
29 firms
41 offices
East Midlands
15 firms
21 offices

London
116 firms
143 offices

South West
39 firms
80 offices

South East
44 firms
94 offices
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East of England
19 firms
37 offices

Wales
14 firms
14 offices
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The North East reported the largest percentage increases during 2016
with a 15% rise in offices and an 18% rise in firm numbers. The pace of
expansion in Scotland and the North West continued to build on five years
of growth with four new firms opening offices in these regions during 2016.
The East of England was the only region to see decreases in both firm
and office numbers (losing 5% of firms and 8% of offices). Both Northern
Ireland and the West Midlands saw no changes to their office and firm
numbers.

Staff employment
The PBWM industry employed around 27,000 people (on an FTE basis)
in 2016. The level of employment in the sector was down 2% from 2015,
reflecting firms’ continued focus on operational efficiencies, often enabled
through deployment of improved technologies, allowing client services to
be delivered with more efficient organisational structures.
Figure 2: PBWM direct staff FTEs (2015 - 2016 projected)
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Private Banks

Full Service Wealth Managers

Investment Managers

XO Stockbrokers

The UK operations of global Private Banks are the main source of
employment for the sector with more than 10,600 employees in 2016.
These firms offer the widest range of services and therefore require
specialists in multiple areas. The average client asset size is also high,
with many serving wealthier clients, which require large support teams
to manage and administer their sizeable portfolios and meet their often
specialist needs. Private Banks and Wealth Managers therefore provide
significant employment in roles such as relationship managers, investment
managers, research and strategy and other product specialists such as
credit specialists and wealth planners.
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Figure 3: PBWM direct staff by region (2016 projected)
16,124

London
2,464

North West

2,211

South East
Scotland

1,922

South West

1,892
817

Yorkshire and the Humber
West Midlands
East of England

720
374

East Midlands

241

Wales

132

North East 105
Northern Ireland 49
FTE Number

The majority of employment in the sector is centered in London
with more than 16,000 people working in the capital. However, there is
significant employment across the UK with firms having large operations
in major cities such as Liverpool, Manchester and Edinburgh. The PBWM
industry is therefore a material contributor to employment nationally.
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PBWM: The view
from within

The themes covered in this section have been primarily informed by
interviews with 13 CEOs, whose firms managed or administered around
£230bn of assets in the UK as at the end of 2016.
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Making a positive social impact
Helping society better position itself for the retirement years
With longer life expectancy people need to start saving as early as
possible. Savings are often facilitated through tax incentives and
associated products which PBWM firms deliver. The sector plays a key
role ahead of and during the retirement years, facilitating savings through
financial planning, preservation of wealth and delivering investment
outcomes which enhance the quality of life. This is achieved by helping
individuals to become more aware of the true cost of retirement and
empowering them to make more informed decisions.
Pension freedoms introduced in 2015 and SIPP products continue to
act as a catalyst for demand for advice. Many industry leaders anticipate
significant growth in SIPPs over the next three years. SIPPs provide clients
with flexibility and an additional level of control over their investments,
particularly for the self-employed. PBWM firms are already facilitating and
managing in excess of 450,000 SIPP accounts on behalf of private clients.
Promoting a saving and investment culture
Supported by regulation, the PBWM industry facilitates a culture
of responsible investment in line with clients’ risk appetites. This is
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of particular value against the backdrop of a near-zero interest rate
environment, which constrains cash saving returns.
By providing a diverse range of stocks and shares ISAs, the industry
has contributed toward creating a stronger saving and investment culture
in the UK for individual savers and those planning for retirement. Over the
last five years ISA investments, primarily in stocks and shares offered by
PBWM firms, have grown by 143% from £60bn in 2011 to an projected
£146bn in 2016.
The Government can provide a significant boost to individuals’ savings
through such tax efficient investment incentives. Simplification and
alignment of ISAs and pensions savings into a coherent regime, along with
a long-term commitment that existing regimes will remain in place, would
be welcome. Progressive increases in annual ISA and pension contribution
allowances each year, removing stamp duty on share purchases and
transactions within both ISAs and pensions, as well as making a success
of introducing Lifetime ISAs, would all be moves in the right direction.
Tailoring solutions to clients’ financial awareness and needs
The industry has multiple approaches for clients with different financial
awareness and engagement needs.
Clients who prefer to outsource the day-to-day investment decision
making are best-served by the industry through discretionary management
services. Wealth managers provide bespoke or pooled services,
depending on clients’ individual needs.
Clients who prefer to be involved in the decision making process while
receiving expert advice, benefit from advisory services. These services are
aimed at clients with a relatively high-level of financial awareness, which
is further boosted through investment seminars and relevant briefs run by
PBWM firms.
Clients not requiring advice can invest using execution only service
providers. Such providers facilitate clients’ decision making process
through the provision of an array of online research and analytics tools,
and engaging with clients through newsletters, online blogs and email
communications.
Financial awareness is not restricted to the clients of PBWM firms.
Many industry players run a range of programmes to educate and promote
interest in wider society. These programmes, such as Shares4Schools, are
particularly effective when aimed at the younger generation through school
initiatives.
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Case study: Shares4Schools competition
Established by an XO Stockbroker in 2003 and endorsed by the Personal
Finance Education Group, Shares4Schools is a competition that brings
economics and business studies to life as teams of students invest real
money in the stock market. Each school entering the competition must
raise £1,500 (either through sponsorship from local businesses or through
the XO Stockbroker) to invest in the stock market, with the aim of achieving
the greatest investment return over the period between October and
June. Fifty schools enter the competition each year, which some use to
complement their business studies and economics curriculums.
During the competition all trading commissions are rebated by the
XO Stockbroker and any profit the schools make from the competition
are retained by the schools to use at their discretion. The national
winning school and four regional winners are all invited to a special
awards ceremony in London. All expenses are covered by the firm,
with these ceremonies including presentations from top fund managers
and experiences such as opening the trading day at the London Stock
Exchange.
One such winner of the competition was Reading School, where the
school grew its £1,500 investment by 23.8% during a period when the
same amount invested in tracking the FTSE All Share index would have
returned a loss of 9.3%.
“We worked well as a team and managed to pick out successful
companies despite investing in a difficult market. Shares4Schools has
really opened our eyes to the world of investing and the decisions you
might be faced with.” Ben, student team member
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Facilitating capital flow in the broader UK economy
The PBWM industry is at the heart of capital flows within the UK economy.
Firms across all industries require capital and one way of raising this is
through share issuance. The PBWM industry enables private individuals to
acquire and trade shares, thereby supporting UK economic growth.
The PBWM industry also channels investment from overseas, primarily
through overseas investors utilising the services on offer in what is a
transparent, open and stable market. Once again, this creates a further
boost to the UK economy.
Managing charity assets and facilitating philanthropy
Many PBWM firms have dedicated teams for managing assets on behalf
of charities. Investment growth and income constitute a significant part of
UK charities’ resources. Many firms provide favourable terms to charities
when managing their assets. Some larger PBWM firms manage as much
as £500m - £1bn of charity assets each. In addition to managing assets,
some firms perform the financial administration for charities.
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3,4

Focus on charities: Role of the PBWM industry

• It is estimated the PBWM industry managed £27.7bn of UK charity
assets in 2016. This was up from £24.8bn the previous year. According
to Charity Financials, total UK charity assets were £94.7bn in 2015.
Therefore the PBWM industry manages just over a quarter of UK charity
assets.

3

Charity Financials,
“Charity Investment
Spotlight”, June 2016
4

Charities Aid Foundation,
“UK Giving 2015”, May
2016

• The growth in the value of charity assets managed by PBWM from 2015
to 2016 is estimated to be £2.9bn. This compares in value to 29% of all
UK charity giving, which reached £10.1bn in 2015 according to Charities
Aid Foundation.
As well as managing charity sector assets, some of the larger Private
Banks also offer philanthropic services. These services are aimed at
facilitating donations from wealthy clients to their chosen charitable causes.
These PBWM firms provide advice in this area and in some cases set
up charitable trusts and investment accounts for charities as part of the
service.
Supporting entrepreneurs and start-ups
For most Private Banks, supporting entrepreneurs and successful startups is a significant activity.
Some PBWM firms run private innovation conferences specifically
for entrepreneurs, while providing networks for sharing ideas and best
practice. This is another way that the PBWM industry fulfills a social
purpose, by supporting entrepreneurs with scaling their businesses, which
in turn leads to greater employment and economic growth.

Case study: ScaleUp Institute

Facilitating clients’ ethical and green sector investment
Ethical investments are widely offered across the industry, as clients
have become more attuned to social investments. Almost all firms offer
access to ethical funds, with some launching their own in recent years.
Many firms create bespoke ethical portfolios that are set up based on
clients’ requirements. Some firms choose to exclude perceived unethical
investments from their model portfolios.
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Historically many British entrepreneurs have sold their businesses prior to
achieving optimal scale. Indeed, as the Prime Minister stated in November
2016, the Government would look at investment flows to turn “our bright
start-ups into successful scale-ups”.
One PBWM firm is a co-founder of the ScaleUp Institute, which was set
up with a focus on making the UK the best place in the world to scaleup a business. This PBWM firm has a dedicated entrepreneurial service
group that provides a wide range of commercial, financial and tax advisory
services to ambitious growth businesses, as well as their owners and
investors.
Included within the firm’s scale-up agenda is the production of a
quarterly Enterprise Index, an Entrepreneurial Minds programme and
regular ScaleUp masterclasses, designed to inspire and share best
practice with established and aspiring business leaders.
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Providing financial planning as a core service
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Following the implementation of the Retail Distribution Review (‘RDR’) an
unintended consequence was the formation of an ‘advice gap’. The rising
costs associated with this regulation resulted in a need to increase charges
for advisory managed services among clients with smaller portfolios,
making it unaffordable for some. However, with the PBWM industry wishing
to best meet client needs, some firms have nevertheless focused their
attention on financial planning.
Financial planning is therefore increasingly central to advising on
and managing a private client’s personal balance sheet. This involves
creating structures to ensure efficient management of assets and liabilities
throughout a client’s life plan. Such plans encapsulate retirement, tax
and inheritance planning. These services help clients achieve their target
outcomes and often facilitate development of deep trust between the client
and the advisory firm.
CEOs across the sector have identified strong growth in client demand
for financial planning, which is driving many PBWM firms to significantly
boost their relevant capabilities and resources. Some anticipate to more
than double or treble the size of their financial planning teams by 2020.
Some firms, however, have chosen not to offer financial planning at
this stage and focus on their core discretionary portfolio management
competencies. These firms meet their holistic client requirements through
partnership with Professional Financial Advisors (‘PFAs’).
Many industry leaders believe that the quality of financial advice across
the industry has improved significantly in recent years. This is an area in
which RDR has benefitted the sector, through an upgrade in the required
advisor qualifications.
Financial advice can play an important role in helping consumers
make informed choices when planning and managing their savings and
investments. Demand for regulated advice and guidance is on the rise,
especially following the recent pensions freedom reforms. The FAMR
report recognised that Government and regulators need to do more
to tackle this ‘advice gap’ by helping the industry to develop and bring
new advice models to market. We encourage the Government and
regulators to maintain momentum on their part in delivering the FAMR
recommendations.
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Growth drivers, inhibitors and regulatory impact
DC pensions, low interest rate environment and technology driving growth
The PBWM industry has reported strong levels of growth in the past three
years. One driver behind this has been significant developments in the
pensions landscape. The continued shift from defined benefit (‘DB’) to
defined contribution (‘DC’) has resulted in significant asset accumulation in
DC products. Many individuals today view their DC pension assets as part
of their wealth portfolio. Burgeoning DC pension assets in the UK, coupled
with the introduction of pension freedoms in 2015, have created a strong
client demand for both planning and investment advice in the run up to and
during retirement years.
The near-zero interest rate environment has motivated many to seek
non-cash savings in search of returns. Many have therefore sought to
achieve better returns by investing to a greater extent via the PBWM
industry.
Technology, in turn, is also acting as a growth driver. First, XO
Stockbrokers have been facilitating clients’ direct investments through
their online portals and mobile apps. Second, software upgrades and
productivity enhancement tools have enabled many PBWM front office
staff to serve clients in a more efficient manner, while increasing their
capacity.
Political uncertainty and rising interest rates potentially constraining growth
In the next three years the economic outlook for the UK may potentially be
the main constraint on further growth in PBWM industry asset values. In
the case of uncertainty or a downturn in the economy, possibly arising from
matters such as geopolitical concerns or as the result of triggering Article
50, some clients may choose to withdraw some of their investments.
Furthermore, a potential downturn in the economy could adversely impact
investment performance.
Although low interest rates are a current driver of investment growth,
a rise in rates may constrain new asset flows into the industry due to
the attraction of perceived risk-free returns. To counteract the potential
impact of rising rates, PBWM firms need to consistently deliver compelling
investment performance.
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Mixed views on regulation among industry leaders
CEOs across the industry have mixed views regarding regulation. Those
who are keen supporters of regulation cite its positive impacts including
improvements in the transparency of services and fees, increased
professionalism and quality through the increase in the number of
qualifications required prior to providing financial advice, and greater
protection of client assets.
However, those concerned with the balance of regulation, believe that
the level of regulatory burden is not always proportionate to the intended
benefits and may harm client service. Issues include the resulting increase
in operational costs and demand on resources, the strains it puts on IT
systems, the ‘one size fits all’ approach not being appropriate to PBWM
services and the sheer volume of regulation from different sources on

20

occasion resulting in contradictions within the rules. These act as a
distraction for management teams, while negatively impacting the breadth
of services each firm can offer.
The Markets in Financial Instruments Directive (‘MiFID’) II is at the
forefront of CEOs’ minds, with many institutions assigning large teams
to meet its requirements. Other major regulations requiring large scale
resources include Client Assets Sourcebook (‘CASS’), Packaged Retail
and Insurance-based Investment Products (‘PRIIPS’), Conduct Risk,
Anti-Money Laundering (‘AML’), Senior Managers Regime (‘SMR’) and
Suitability.
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Brexit
There is a need to for an orderly transition
Exiting the EU may profoundly change the way financial services are
bought and sold between the UK and the rest of the EU. The structure and
operation of the UK financial services industry as a whole is set within the
framework of the EU Treaties and legislation or ‘acquis’, and the associated
regulation, rules, supervision and enforcement arrangements. The PBWM
sector is no exception. The rights and obligations conferred on firms
and consumers by the body of EU law condition the way that customers
access and use financial services, and how firms relate to them. Outside
the EU the shaping of these constraints may alter over a period of time and
changes may appear.
Such changes are very likely to affect regulated firms, including
those UK-based PBWM firms only serving clients not resident in other
EU member states. The immediate concerns of these firms, apart from
employment of EU nationals, is to maintain the current level of investment
choices for clients, especially through continuity in cross-border product
supply chains and retaining access to EU-based funds. With little or no
cross-border clientele, these firms are less concerned about restrictions on
servicing EU clients upon the UK’s exit from the EU.
In contrast, many other PBWM firms have an international client base
and operations in multiple jurisdictions within the EU. They make much
greater use of cross-border opportunities within the single market and
will want to continue with these activities for their clients when the UK has
exited the EU. The management teams of these firms believe that the least
disruptive way to achieve this is likely to be by providing services to their
existing EU clients from other EU jurisdictions. In order to avoid sudden
shocks they seek minimum immediate disruption to regulation and markets
at the point of departure by the UK from the EU, and would like maximum
continuity and an orderly transition over a reasonable time period to new
UK/EU arrangements so they can continue to serve the needs of their
clients. Such arrangements should seek to avoid unintended tax, repricing
or other potentially adverse client outcomes, where a client’s booking
location needs to change from the UK to an alternative EU jurisdiction.
To support this much needed continuity it is important the UK
authorities continue to signal a commitment to regulatory stability and longterm alignment between the UK and EU standards. The UK Government’s
commitment to implement the acquis through the “Great Repeal Bill” is a
welcome development to help firms plan for an orderly exit.
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Need for continued access to skilled EU professionals
The PBWM industry recognises that the UK’s immigration system will
need to change following Brexit. As part of this the industry welcomes
the Government’s continued commitment to keeping the UK open to
the brightest and best, which is essential for helping preserve the preeminence of the UK as a global financial centre. The ability to easily
attract, recruit and retain highly skilled migrants from both EU and non-EU
countries is particularly important to the PBWM industry which currently
benefits greatly from access to the European talent pool. That is why the
industry supports the aim of the UK Government in providing reassurance
over the status of EU nationals as an early outcome from the Brexit
negotiations.
The economic impact is uncertain
The emergence of a new relationship between the UK and the EU may
involve a period of political uncertainty as the new partnership is shaped.
Following the UK Government’s intention to trigger Article 50 by the end
of March 2017, it is unclear how business sentiment, the UK economy
and the markets will react as the negotiations with the EU develop. This
continued political and economic impact may flow through to investment
performance. One of the key risks that leaders across the industry have
identified is the risk of economic and market uncertainty.
The UK should continue to be open for business
The PBWM industry in the UK is viewed as a centre of excellence for
wealth management, delivering high quality, personalised banking and
investment management services on both sides of a client’s balance sheet.
It attracts significant foreign private client capital to the UK, which facilitates
economic growth across the country.
The overwhelming view of industry leaders is that the Government and
policy makers should ensure that the UK’s leading position in this sector
internationally is maintained, or indeed enhanced, in the upcoming trade
negotiations, both with the EU and non-EU countries.

  BBA / WMA
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Industry key
performance
indicators and
benchmarks

Revenue generation

5

All revenues reported
are net of any fees or
commissions paid to third
party business introducers
such as PFAs, as well as
third party fund managers.
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6

Fees or commissions
generated from the one-off
sale of in-house or third
party investment products
such as structured
products, venture capital
trusts or hedge funds,
where the sale is not part of
a discretionary or advisory
managed portfolio or the
fees are in addition to the
ad valorem management
fee.
7

The production method
subtracts the cost of inputs
of goods and services from
total turnover.

5

In meeting client needs, the PBWM industry generates revenue through
a combination of ongoing investment management fees, trading
6
commissions, custody and administration fees, investment product sales ,
banking income (from net interest income (‘NII’) and foreign exchange (‘FX’)
margin), banking fees and financial planning charges.
Total revenue from the 161 PBWM firms tracked is estimated to have
reached a record £6.01bn in 2016, on the back of uninterrupted growth
since 2011. In 2015 the same group of firms generated turnover of £5.89bn.
7
Using the ‘production method’ of calculating gross value added, the
sector made a £3.9bn direct gross value added (‘GVA’) contribution to the
overall UK GVA in 2016, up 22% from £3.2bn in 2014 when the first edition
of this report was published.
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Figure 4: Total revenue by firm type (2011 - 2016 projected)
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Private Banks
Despite the low interest rate environment, Private Banks generated over
£1bn of banking income, amounting to over a third of their total revenue
in 2016. This level of income is an indication of the strong demand for
mortgages and loans from these organisations. Private Banks also hold
large proportions of their clients’ portfolios in cash-based products, from
which they can earn interest margin.
Table 1: Private Banks’ revenues (£m)
2015

2016 (projected)

% Total revenue

Investment management fees

1,123

1,217

43%

Banking income (NII and FX margin)

1,018

1,045

37%

Commissions and brokerage

316

263

9%

Banking fees

129

129

5%

Financial planning fees

94

83

3%

Investment product sales

52

52

2%

Custody and administration fees

48

47

2%

2,781

2,836

100%

Total

8

8

Totals do
not add up to
100% due to
rounding.
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Private Client Investment Managers
Investment Managers are estimated to have generated £1.13bn in
investment management fees in 2016. This is by far their largest revenue
stream, constituting 83% of their total revenue, and is a significant source
of growth on the back of rising asset values.
Table 2: Private Client Investment Managers’ revenues (£m)
2015

2016 (projected)

% Total revenue

Investment management fees

1,060

1,129

83%

Commissions and brokerage

123

111

8%

Financial planning fees

89

65

5%

Treasury income

39

41

3%

Custody and administration fees

10

8

1%

Investment product sales

6

4

0%

1,326

1,359

100%

Total

Full Service Wealth Managers
Some of the Full Service Wealth Managers originated from traditional
stockbrokers and so many still charge a mix of commissions and
investment management fees for their services. However, following
implementation of the RDR regulation and increased charge transparency,
many simplified their charges, moving towards an all-encompassing
management fee. Investment management fees therefore represent 62%
of their total revenue and this is only likely to increase as a proportion of
revenue in the near future, bringing the revenue structure of these firms in
line with Investment Managers.
Table 3: Full Service Wealth Managers’ revenues (£m)
2015

2016 (projected)

% Total revenue

Investment management fees

741

762

62%

Commissions and brokerage

382

353

29%

Treasury income

49

41

3%

Custody and administration fees

36

40

3%

Financial planning fees

41

34

3%

1,249

1,230

100%
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Total

XO Stockbrokers
These firms in the past have been heavily reliant on high trade volumes
to generate revenue. At the turn of the millennium, close to 90% of their
revenue was sourced from trading commissions. However, these firms
have adapted significantly since then and have moved towards more of a
fee-based approach. Commissions are still an important source of revenue,
but these have now been replaced with custody and administration fees
as the number one source of revenue. Many now have introduced platform
fees to support the rising demand in fund dealing. Combining these with
trade inactivity fees and general administration fees for ISAs and SIPPs, it is
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estimated that £213m of custody fees was earned in 2016. This fee income
source provides a stable revenue stream in all market conditions, allowing
the firms to operate successfully in periods of low market volatility, while
capitalising in periods of high volatility and trade activity.
Table 4: XO Stockbrokers’ revenues (£m)
2015

2016 (projected)

% Total revenue

Custody and administration fees

192

213

36%

Commissions and brokerage

186

204

35%

Treasury income

76

80

14%

Investment management fees

57

60

10%

Investment product sales

24

28

5%

536

585

100%

Total

Earlier in this report it was mentioned that the efficiency of firms in
the PBWM industry has improved in recent years. One key measure of
efficiency is revenue per FTE staff member.
Figure 5: Net revenue per FTE (2014 to 2016 projected)
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Across all four sectors of the industry net revenue per FTE is projected
to have risen in 2016, with Private Banks having the highest revenue
generation, earning £267k per FTE. This is largely as a result of the firms
still maintaining significant banking income, which is largely automated and
so boosts overall revenue productivity, particularly when leveraging new
digitally enabled platforms.
However, the high level of competition in the industry, combined with
greater charge transparency, has been driving down average revenue
return on assets over the past five years.
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Figure 6: Revenue to assets ratio (2011 to 2016 projected)
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When including all revenue streams and taking it as a proportion of
average asset values throughout the year, Private Banks were the only
firm type to be earning over 100bps on average, but this is significantly
down on the 127bps earned in 2011. Full Service Wealth Managers and
Investment Managers earn similar revenue return of approximately 70bps,
whereas unsurprisingly XO Stockbrokers have the lowest revenue return of
40bps, reflecting the non-managed nature of their assets.
The downward trend in revenue to asset ratio since 2011 highlights
how the PBWM firms have been steadily passing on efficiency gains to the
clients by way of lower fees.
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Assets under management and administration
It is estimated at the end of 2016 the PBWM industry was responsible for
managing and administering £825bn of private client and charity assets,
some 12% higher than the £736bn recorded at the end of 2015, which
itself was a record. Supporting this recent growth has been the strong
pickup in markets in the second half of 2016. The industry also continued
to experience strong inflows from intermediaries such as PFAs, further
boosting asset growth.
In 2016, UK GDP is estimated by the International Monetary Fund
9
to have reached £1,867bn . In comparison, the assets managed or
administered by the PBWM industry represented 44% of the UK GDP in
2016. The equivalent figure in 2010 was 32% (assets of £509bn and UK
10
GDP of £1,572bn) .
Figure 7: Investment assets by firm type (as at 31st December)
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In percentage terms, XO Stockbrokers have been the fastest growing
PBWM firm type in asset terms over the past five years, accounting for an
estimated £156bn in 2016, more than double the £76bn reported in 2011.
The industry as a whole served approximately 2.2 million individuals
across the UK in 2016. XO Stockbrokers had the largest number of clients,
together supporting just under 1.5 million people with their investments.
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Table 5: Average account value and number of individuals served
Average account value (£k)
2015

2016
(projected)

% Growth

Number of
individuals
11
served

XO Stockbrokers

35.4

39.2

11%

1.469m

Full Service Wealth Managers

213.8

243.6

14%

0.312m

Investment Managers

348.8

378.9

9%

0.197m

Private Banks

517.9

555.1

7%

0.184m
2.162m

Total

Figure 8: Assets by mandate (£bn) (as at 31st December)
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As the chart above shows, the growth in assets has been driven
by a surge in discretionary assets, supported by strong growth in nonmanaged assets. The discretionary assets include bespoke, segregated
portfolios as well as model portfolio services. Many firms have been
offering these products (in particular model portfolios) to best meet the
needs of clients with smaller portfolios and to bridge the advice gap.
As a result of RDR, assets in advisory mandates across the industry
have largely remained flat at just over £110bn in the period from 2011 to
2016.
11

These values have been
estimated, based on the
average client holding 2.6
accounts according to
Compeer’s investor survey
run in November 2016.
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Figure 9: Underlying assets managed or administered (as of 31 December
2016)
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With uncertainty in the markets, there has been a strong client
preference in recent years for collectives, which include unit trusts,
Open-Ended Investment Companies (‘OEICs’), Exchange-Traded Funds
(‘ETFs’) and Exchange-Traded Commodities (‘ETCs’). Collectives provide
instant diversification and therefore lower the fluctuation risk of holding
direct securities. A total of £319bn is estimated to have been invested in
collectives on behalf of private clients as at the end of 2016. However,
50% of assets continue to be invested in direct securities (predominantly
individual equities) and these are likely to have delivered strong returns
following the market uplift in the second half of 2016.
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Figure 10: Assets by holding type (2011-2016 projected)
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When analysing assets by holding type, there is clear evidence that a
key driver behind asset growth in the last five years has been tax wrapped
products, in particular ISAs and SIPPs.
ISAs represented an estimated 18% of all PBWM assets in 2016, up
from 11% in 2011. In absolute terms these assets increased by 142% from
£60bn to £146bn during this period.
SIPP assets also surged, rising in absolute terms by 116% from £37bn
in 2011 to £80bn in 2016. As a proportion of total assets, SIPPs’ share
increased from 7% to 10% during this period.
The only holding-type to experience a decrease as a proportion of total
assets from 2011 to 2016 was taxable client holdings, which reduced from
74% to 63%. However, these too increased significantly in absolute terms,
rising from £386bn to £524bn during this period.
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Industry cost base
Industry costs reached a record of £4.59bn. The cost increases were
largely driven by regulatory compliance requirements, with some firms
having to update their front and back office systems, while devoting
more resources to ensure their services were compliant with the relevant
regulatory regimes.
Investments in technology and productivity tools, however, enabled the
industry to reduce its aggregate costs by 3% over 2016 to an estimated
£4.47bn.
Figure 11: Costs by firm type (calendar year)
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For the Full Service Wealth Managers, Investment Managers and Private
Banks, the front office forms the core of the cost base. For the three firm
types combined, a total of £1.86bn is expected to have been spent on
front office professionals in 2016. The majority of this relates to staff costs,
in particular for the increasingly qualified portfolio, relationship and financial
planning managers. Also included are non-staff costs associated with
these resources, most significantly from property and facilities costs and
associated staff expenses.
For the XO Stockbrokers, operations constitute the largest cost
component. The majority of trades are now conducted online and
consequently many of these firms have invested in modern operational
systems to cope with periods of high volume and comply with suitability
requirements.
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Figure 12: Cost breakdown by operation (projected 2016)
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As further clarification of the improvements in cost efficiencies, the
chart below shows the cost per FTE for 2014 to 2016. Although average
staff costs have been increasing, total costs per staff member have been
very stable and are projected to have fallen slightly in 2016 for Investment
Managers and Private Banks.
Figure250
13: Cost per direct FTE (£k) (calendar year)
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Profitability
The PBWM industry is estimated to have generated a combined £1.54bn
of pre-tax profit in 2016, up by 18% on the £1.31bn earned in 2015. While
in aggregate the different firm types appear to deliver broadly stable
profit margins over the past five years, these margins are estimated to
have ranged from 19% for Full Service Wealth Managers to 44% for XO
Stockbrokers in 2016.
Figure 14: Pre-tax profit margin by firm type (end 2011 - 2016 projected)
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The indications are that the profitability of each of the firm types in
aggregate rose in 2016, therefore contributing to the UK society further
through taxation.
Although the XO Stockbrokers have the highest average pre-tax profit
margin, another way to view profitability is by pre-tax profit return on
assets. The projected 2016 figures listed below show that Private Banks
delivered the highest profit return on assets of 26bps in 2016, while the Full
Service Wealth Managers achieved the lowest return at 12bps.

XO Stockbrokers

18bps

Full Service Wealth Managers

12bps

Investment Managers

21bps

Private Banks

26bps

All firms

20bps
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Table 6: Pre-tax profit return on assets (projected for 2016)

£
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Summary

The PBWM industry is an important part of the UK financial services
ecosystem and plays an important role for the UK. It facilitates the
management or administration of £825bn in assets, helping clients from
across the wealth spectrum to save and invest for their futures, while
supporting the broader UK economic growth.
National policy makers and regulators can support the industry to
continue to serve savers and investors, and to deliver its client promise
through three priorities:
1. Delivering compelling and coherent long-term savings and pension
investment incentives, to help build a long-term savings and investment
culture in the UK. This will in turn help limit the burden on the state for
supporting our aging society, with many savers improving their selfreliance.
2. Ensuring that investors’ interests are reflected during the Brexit
negotiations, by securing the ability of the industry to continue to be
able to attract, recruit and retain skilled individuals from overseas,
including the EU, while in parallel ensuring continuity in investment
choices.

The PBWM industry has grown rapidly in recent years by serving its
clients. The industry is poised to continue meeting its clients’ needs,
thereby serving and benefiting savers, investors and the UK economy as a
whole.
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3. Calibrating regulation to deliver intended client benefits, while avoiding
unintended consequences of tying disproportionate resources in
compliance, thereby diverting management teams from delivering
excellent client service and increasing end-client delivery costs.
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