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The Competition and Markets Authority (CMA) issued its final report covering its investigation into the investment 
consulting and fiduciary management market in December (the full report can be viewed via the following link - CMA Final 
Report).  The report was extensive, both in terms of its subject matter and overall length (440 pages!).  In conclusion, the 
CMA found that there was an adverse effect on competition in the investment consultancy (IC) and fiduciary management 
(FM) market, and raised particular concerns with the FM market.  It noted that firms that provide both IC and FM services 
benefit from an incumbency advantage that is derived from: 

“low customer engagement at the point of first moving into the service, investment consultants steering their advisory 
customers towards their own fiduciary management service and the fact that prospective customers do not have access to 
comparable information on providers’ historic performance, or clarity on their fees”. 

The report also noted a low level of engagement by some IC customers in choosing and monitoring their provider and that 
it was “difficult for customers to access and assess the information needed to evaluate the quality of their existing 
investment consultant and to identify if they would be better off using an alternative provider”.   

The report recommended a series of remedies1, including: 

 Mandatory (closed) tendering when pension trustees first purchase FM and a requirement to run a competitive 
tender within five years if a FM mandate was awarded without one; 

 Investment consultants to separate the marketing of their FM service from their investment advice and a 
requirement to inform customers of their duty to tender in most cases before buying FM; 

 Requirements on FM firms to provide better and more comparable information on fees and performance for 
prospective customers and on fees for existing customers; 

 A requirement for pension trustees to set objectives for their investment consultant, in order to assess the quality of 
investment advice they receive; 

 A requirement on IC and FM providers to report performance of any recommended asset management products or 
funds using basic minimum standards; 

 The Pensions Regulator to give greater support for pension trustees when running tenders for IC and FM services and 
guidance for pension trustees to support other remedies; and 

 Recommendations to government to enable The Pensions Regulator to oversee the CMA’s remedies on pension 
scheme trustees and to extend the Financial Conduct Authority’s regulatory perimeter to include all of the main 
activities of investment consultants. 

The CMA issued its draft order for consultation in February 2019 and expects most of the remedies to be in place by the 
end of 2019.   

We are generally supportive of the report’s findings and its remedies, in particular those that relate to transparency and 
enhanced disclosure of fees.  It is critical that pension fund trustees have access to all pertinent information to enable 
them to make fully informed decisions in relation to their investment arrangements and to execute their fiduciary 
responsibilities appropriately.  We previously articulated2 our support for the introduction of “best practice principles” 
rather than standardised performance information due to the unique circumstances of each pension scheme and the 
scope for standardised performance benchmarking to drive, rather than simply reflect, investment behaviours.  While not 
directly impacting Stamford, we would note that any FM performance standard ought to be broad enough to facilitate an 
appropriate assessment of success relative to different types of investment objective and not just linked to liability “value” 
metrics.  The CMA will continue to work on the draft definitions of the terms included in its potential remedies during the 

                                                                 

1 The full text of the proposed remedies can be found on pages 20-21 of the CMA Final report. 
2 Stamford response to ‘Asset Management Market Study – Provisional decision to make a market investigation reference on investment consultancy 
services’, 16 February 2017. 

https://assets.publishing.service.gov.uk/media/5c0fee5740f0b60c8d6019a6/ICMI_Final_Report.pdf
https://assets.publishing.service.gov.uk/media/5c0fee5740f0b60c8d6019a6/ICMI_Final_Report.pdf
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remedies’ implementation phase of its investigation and the consultation on the draft order will provide an opportunity for 
further comment before the order is finalised. 

Other pension scheme governance areas for consideration 

Among other recent developments impacting pension scheme trustees is the implementation of the latest Institutions for 
Occupational Retirement Provision directive (IORP II) in January 2019.  The directive introduces new governance, internal 
control and risk management requirements for EU member states that are expected to be incorporated into a revised 
Code of Practice by the Pensions Regulator later in the year, after which they will need to be reflected in UK pension 
scheme policies and procedures (with some exemptions).  From a UK scheme perspective, we understand the governance 
requirements are aligned with the expectations set out in tPR’s 21st Century Trusteeship programme.   

Among other provisions, the revised Code of Practice will cover: 

 What constitutes an effective system of governance; 

 The key functions of a pension scheme (i.e. risk management, actuarial and the internal evaluation of the adequacy 
and effectiveness of the system of governance); 

 Remuneration policy; and 

 How schemes should document an ‘own risk’ assessment. 

Finally, amendments to the Occupational Pension Schemes (Investment) Regulations 2005 proposed by the Department 
for Work and Pensions will require trustees to set out their policies in relation to “financially material considerations” – 
including environmental, social and governance considerations – and “how those considerations are taken into account in 
the selection, retention and realisation of investments” in their Statement of Investment Principles (SIP) with effect from 
October 2019.  Trustees will also be required to set out the extent (if at all) to which the views of the members, including 
their ethical, social and environmental views, will be taken into account in preparing or revising the SIP.   

We look forward to assisting our clients to incorporate these various requirements, as appropriate, and as always are 
happy to answer any questions that arise.   
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The information and opinions contained in this article are intended for general discussion and not a recommendation to 
act.  Past performance is no guide to future performance and you should seek independent investment advice before 
entering into any financial transaction. For professional investors only. 

This document is our copyright and may not be reproduced without our prior permission. 
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