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18 September 2010

The House of Commons

London

SW1A 1AA

Dear Sirs

The FSA’s Retail Distribution Review (RDR)

As you are no doubt aware the FSA has devoted massive resources to the RDR over the last three years, during which time it clearly had its eye off the ball so far as the banks were concerned and the country is almost bankrupt as a result. Ironically the FSA’s ‘light touch’ regulation of the banks - who are responsible for the vast bulk of consumer complaints to the Financial Ombudsman Service (FOS) – went on simultaneous with its massive intensification of regulation of IFAs who produce hardly any FOS complaints. 
All of this has come at a time when the mortgage market has virtually ceased to exist for IFA firms through a combination of tighter lending criteria and blatantly anti-competitive practices such as dual-pricing by lenders. As a result many IFAs and mortgage advisers have gone out of business and many more will face the same fate in the next few years.

We as a sector employ thousands of people and advise literally millions. The people we look after are those who will struggle in the years of austerity to come. Those people, your electors, need us to help them balance their budgets and avert financial disaster when the worst happens.

The RDR is a long and complex affair and I will not write about it at length here. Basically it boils down to two main themes; remuneration and qualifications. As it stands the entire remuneration system looks like being changed to one that will cause confusion, confrontation and a loss of service to the mass market. Qualification requirements are being ramped up and thousands of advisers are under pressure to gain their diplomas before 31 December 2012. At the very time when business conditions have never been more difficult, advisers are being forced to spend hundreds of hours earning diploma points when they could be earning a living. 
The latest piece of lunacy to emanate from Canary Wharf is a requirement that whenever a life assurance policy is sold we must illustrate to the client the total premium cost over the entire policy term. This is nothing but meddling for meddling’s sake. The total cost of a policy is irrelevant; the only costs relevant in the purchase of life cover are that the premiums for the contract recommended are demonstrably fair and competitive for the type and extent of cover being bought in a free market, and the potential cost to the client and the client’s family of not having the cover if he or she suffers disabling ill health or death. Requiring an illustration of the total cost over say a 20 or 25 year period just creates an off-putting and distorted impression and is typical of how the FSA goes out of its way – and forces us to go out of our way - to create confrontational situations in the commercial transactions we undertake. 
The impression the FSA’s apparatchiks give by such actions is that they spitefully resent the fact that we are our own bosses and that we can run a business at a profit. (Let’s face it, nobody in the FSA could run a normal business at a profit if their lives depended on it.)  It sticks in their throats and though they won’t come out and say so, they won’t be happy until we no longer exist and everyone buys everything via a price comparison site. 

Well, whatever they think the fact is that life cover needs to be sold, as a nation we would be a sight better off if more people had more of it, and there’ll never be enough cover of the right type sold by ‘Confuse the Meerkat’ or anyone else except IFAs. 

If we have to spell out the total theoretical cost and thereby accentuate the negative of life cover, how about some reciprocity and consistency? How many FSA employees - or any other civil servants for that matter - would like to have the total cost of their personal employment advertised to the public at large?  How many vehicle manufacturers would welcome being forced to give purchasers a projection of the likely finance, running and maintenance costs over the projected life of the vehicle?

Looking at it another way, how many politicians would like to be forced to include details in their election address of all their likely earnings and expenses, projected forward over the life of a five-year Parliament? 

The FSA has gone too far, in fact it went to far a long time ago. It should ensure that advisers are competent and honest certainly, but it should keep its nose out of the way that normal commercial transactions are conducted and leave business to the businessmen. If anything the message it should be giving the public is “Protection is valuable and essential – see an IFA and get some.” Instead it gives out the message “Look how much you’ll spend on that over the life of the policy! Think of the fags/booze/holidays you could buy instead!”
We would like, please, to be left to get on with our jobs, employ people, pay our taxes and look after our clients. We create wealth and we look after your voters. Unlike the massive, over-complicated, expensive and unnecessary changes proposed by the FSA in the RDR, our requests are very small, simple, cost-free and necessary. We are just asking for the government to direct the FSA to revise the outcome of the RDR as follows:

1. No change whatsoever to the current rules on remuneration and disclosure;

2. A revision of the deadline for diploma qualification to 1 January 2016.
As my MP I would be very grateful if you could please give this your kind consideration. Please do your utmost to have the government make the FSA see sense for once.

With kind regards,

Yours sincerely
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