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By Sarah Grif�ths

Advisers have been issued with 
a fresh warning they could end 
up as scapegoats if the pro-
posed compensation scheme for 
clients with money trapped in 
failed Icelandic bank subsidiary 
Kaupthing Singer & Friedlander 
Isle of Man (KSFIOM) fails to 
deliver.

It was announced last week, 
KSFIOM depositors will vote 
on the Isle of Man Treasury’s 
Scheme of Arrangement (SOA) 
on 19 May. If approved, the 
Treasury believes the SOA has 
the potential to pay over half of 
depositors in full within three 
months and over 70% of deposi-
tors in full within two years.

However, according to the 
action group representing depos-

itors (KSFIOMDAG) if bond-
holders with underlying funds 
in KSFIOM do not recover a high 
percentage of their investment, 
legal action may follow and IFAs 
will be targeted.

The action group says bond-
holders feel life companies have 
put their money in the wrong 
place and have a responsibility 
for those deposits.

Nevertheless, due to the con-
tractual agreement between cli-
ents, IFAs and life companies, 
if a client wants to make a mis-
selling claim, it cannot be against 
a third party so they will have to 
make a claim against their IFA, 
says KSFIOMDAG.

However, the action group 
does not believe the blame lies 
squarely with IFAs and thinks 

Advisers could take rap 
for life company mistakes

By Scott Sinclair

The “effective” segmentation of 
clients, including grouping them 
by value and differentiating the 
service they receive, can more 
than double a firm’s profitability.

This is according to new fig-
ures collated by consultancy FP 
Advance, based on the details of 
more than 50 UK IFAs.

They show advisers who carry 
out proper segmentation can help 
a business to a £240,000 profit 
per principal compared with just 
£100,000 when they do not.

In addition, the figures sug-
gest even minimal segmentation 

can significantly boost a firm’s 
bottom line, while investing in 
technology can improve profit-
ability ten-fold.

The results come as a white 
paper launched last week by soft-
ware provider 1st-The Exchange, 
suggested client segmentation is 
the area a third of advisers plan 
to focus on in the run up to 2012, 
when proposals in the Retail Dis-
tribution Review (RDR) will be 
implemented.

“The numbers speak for 
themselves,” FP Advance chief 
executive Brett Davidson says. 
“While education and qualifica-
tions dominate much of people’s 

thinking around the RDR dead-
line, it is obvious many advisers 
are still struggling with how to 
transition to an effective and 
sustainable business model. In 
our view this is still the biggest 
threat to most advisers’ busi-
nesses.”

The figures were collated 
through FP Advance’s Busi-
ness Fitness Report tool, which 
launches this week (see page 3) 
and enables owners to assess 
how their firm compares with 
competitors and a range of 
industry benchmarks.

They were based on the details 
of more than 50 adviser firms 

already entered into the system. 
The report calculates ratios such 
as ‘profit per principal’, which can 
be compared across firms both 
large and small by assuming 
each business owner draws an 
annual salary of £60,000.

Advisers who did not seg-
ment their clients generated a 
profit per principal of £98,829, 
FP Advance says, whereas those 
who did topped it by almost 
£4,000 with a profit of £102,755.

However, advisers carrying 
out “effective” segmentation of 
their client base – grouping cli-
ents by value and differenti-
ating the service each segment 
receives - generated profit per 
principal of £243,993, a stag-
gering £145,000 leap.

Elsewhere, advisers using 
paper-based files generated a 
£6,667 profit while those using 
an Excel spreadsheet improved 
it slightly to £10,244. However, 
those using professional data-
base software to manage their 
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CPD pOints FOr 
PROFESSIONAL ADVISER 
readers
Professional Adviser has 
linked with the Institute of 
Financial Planning (IFP) to 
allow �nancial advisers to 
accrue CPD points by reading 
PA (see page 3).
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IFA pro�ts can rocket with 
‘proper’ client segmentation

��  Effective client ‘grouping’ could boost pro�ts per principal by 140%
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2009 BUDGET ANALYSIS
See www.ifaonline.co.uk for all the analysis 
and reaction to this year’s Budget. How will 
the Chancellor’s plans affect your business 
and clients?
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