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P. 0 2 1.1 Background
The financial world is one of the most 
complex areas of modern life.  Fast paced, 
innovative and full of risk, it impacts on 
individuals, local communities, the national 
and global economy.  Yet too few people are 
well enough acquainted with the intricacies 
of finance to make sensible, long term 
decisions about how to manage their own 
financial affairs.
Poor financial planning can lead to severe 
indebtedness or a failure to prepare for life 
events, such as retirement.  In years gone by, 
people turned to their families for financial 
advice, relied on large institutions and the 
salespeople who worked for them, or made 
their own personal financial decisions.  
Over recent years an alternative path has 
become clear: to seek out financial advice 

•

•

from those organisations that are committed 
to providing advice based on the needs of 
the individual and not connected with the 
products of any firm: independent advice 
from a professional financial adviser.
However, given the relatively short period 
of time in which it has been possible to deal 
with an independent financial adviser, a 
worry has persisted that the advice simply 
adds layers of cost to an already expensive 
process.  Advice has been mistaken for 
expensive marketing or sales-driven 
practices.
The Association of Independent Financial 
Advisers (AIFA) commissioned a leading 
research and consulting firm, NMG Financial 
Services Consulting Ltd (NMG) to undertake 
a market study to ascertain the truth: 
“Financial Advice - Worth The Money?”.  

•

•
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P. 0 32.1 Summary
Consumers who turn to advisers for financial advice are more likely 
to use an independent adviser.  Advised consumers overwhelmingly 
rate the advice they receive as good or very good and IFA advice 
scores better than advice from other sources.  Consumers  who have 
used an IFA before and the majority of consumers in socio-economic 
groups ABC1, who are more likely than other groups to use IFAs, feel 
positive about the advice they receive.   
Consumers receive financial advice across a wide range of subjects 
from advice on short term financial management to sophisticated 
investment and pensions strategies.  Consumers who receive 
advice are more likely to manage their affairs better and will be less 
exposed to stress due to money worries.
Many consumers recognise the need to manage life risks such as 
untimely death, long term illness or disability, unemployment etc. 
but, generally, UK households are likely to be underinsured as far 
as these risks are concerned.  Consumers who receive advice for life 
risks are less likely to be exposed to underinsurance. 
Most consumers recognise the need to save for retirement and 
many see it as the individual’s responsibility to make this provision.  
However, confidence that they are making sufficient provision is low 
and consumers across the spectrum say they lack knowledge.  It is 
important to recognise those who receive advice are more likely to 
take remedial action than those who do not.
As far as wealth management is concerned, we know that the higher 
socio economic groups are more likely to turn to an adviser and 
of those who do, more choose IFAs than other sources of advice.  
However, amongst the ‘wealthy’, many are wed to property as the 
preferred investment medium and there is a clear need for advice on 
asset diversification and IFAs are most often the source of this advice.  

•

•

•

•

•
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Consumers and 
financial advice

2.2 Consumers and financial advice
Around half of all financial services 
purchases are made following the guidance 
of a professional adviser – the advisers are 
largely IFAs (43% of all advised purchases) 
or advisers based at a bank or building 
society (35%).  Consumers use IFAs more 
predominantly in purchases of investments, 
life assurance and pensions.  IFAs account for 
62% of regular premium sales and 66% of 
single premium sales in the life industry.  
Advice is generally well-received, with 84% 
of consumers using an IFA rating the quality 
of advice they received as “excellent” or “very 
good”.  IFAs are better rated than company 
representatives or salespersons based at 
banks or building societies.  Seven in ten 

•

•

consumers say they would seek advice in 
the event of a hypothetical need to invest an 
unexpected legacy of £20,000. i

A majority of the seven in ten consumers 
seeking advice would go to either an IFA or 
bank, with higher-income people and those 
in the AB socioeconomic group being more 
likely to use IFAs.  
When asked, “If you wanted to get financial 
advice tomorrow, where would you look 
or go to FIRST to find out how to get it?” 
those who would go to a high street IFA are 
weighted towards the AB social grouping, 
the financially aware, and older ages.  Most 
tellingly 98% of those who have used an IFA 
in the past state that it is their IFA they would 
trust most to offer financial advice.  

•

•
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P. 0 5When asked, “Which source, if any, have you taken financial advice from in the last five years?” nearly 
one-fifth of all respondents said an IFA.  But, again, the proportion amongst the more affluent social 
groups (ABC1) using IFAs was higher at nearly one-third.   
The profiles of those who have taken advice from an IFA in the previous five years confirms the 
weighting towards the more affluent social groups and an even spread across the age groups from 25 
– 65. vi

•

•

Consumers and 
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(continued)

17%

19%

20%

22%

21%

1%

8%

21%

32%

40%

52%

48%

65+

55-64

45-54

35-44

25-34

16-24

DE

C2

C1

AB

Female

Male

Profile of those who 

have taken advice 

from any IFA in last 5 

years

Amongst more affluent groups (ABC1) in the age range 25 – 64, over half the respondents feel very 
positive or fairly positive about the idea of independent financial advice, with only around one in ten 
feeling fairly negative or very negative. vi

•
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The adviser 
- consumer 

relationship

96% believe it is “important” or “very important” that the advice 

they recieve is based on a full review of their financial needs.‘‘

2.3 The adviser – consumer relationship
People generally do not take adequate steps 
to choose products to meet their needs.  
Most households spend material amounts 
on financial services, yet many do not shop 
around for the best deal.  
Consumers think it is the role of the 
IFA to help them through the maze of 
incomprehensible financial products 
and services and, to a certain extent, to 
persuade them to address their financial 
situation.  96% believe it is “important” or 
“very important” that the advice they receive 
is based on a full review of their financial 
needs. iii  Nevertheless, 88% recognise that 
ultimately it is they who are responsible for 
their own financial affairs. v

There is a strong recognition that IFAs act in 
the best interest of their clients, with 73% 
of consumers who have used a professional 
financial adviser believing it is the role of an 
IFA to work for the consumer’s interest alone.  
The most popular topics for discussion when 
a consumer meets an IFA are: pensions and 
retirement (nearly half of discussions focus 
on this); mortgages and investments (both 
nearly one-third of discussions).  A general 
financial health check and tax-efficiency are 
less popular topics but the least popular 
(fewer than one in ten) are personal 
protection and healthcare.  

•

•

•

•

Generally consumers value the advice they 
receive from an IFA and feel the advice is 
better than they may receive from other 
sources. viii

Fewer than one in ten consumers are 
dissatisfied with the advice they receive 
from IFAs.  The great majority are either fairly 
satisfied or very satisfied.  More than four 
out of five respondents say they would use 
the same IFA again. x  98% of consumers 
who already have a servicing IFA state that 
it is their IFA who they trust most to offer 
financial advice. v

Those consumers who have experience of 
IFAs have faith in their abilities and express 
high levels of satisfaction with the services 
provided.  However, there is still a substantial 
non-advised consumer constituency who 
would benefit by receiving advice from 
an IFA e.g. fewer than half of the ‘wealthy’ 
(people with assets in excess of £500,000) say 
they use a personal financial adviser.  

•

•

•

‘‘
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Short term financial 
management

2.4 Short term financial management
Although short term financial management is not specifically in consumers’ minds when they seek 
financial advice, a diligent IFA will advise clients regarding financial priorities and so they have 
sufficient liquidity to meet short term setbacks such as temporary illness or unemployment.  
Debt is an accepted feature of the personal financial landscape with four out of five thinking it’s more 
acceptable to be in debt now than 20 years ago.  This can lead to situation where debt servicing is 
hindering long term planning or consumers have confused priorities regarding debt servicing and 
saving. xii

The natural tendency is to declare any form of saving a worthwhile activity.  However, research shows 
that some 12.5 million people servicing a vast amount of unsecured debt, are also putting money 
into savings mechanisms from current accounts to ISAs, endowments and investment bonds.  There 
appears to be a large group of people who have listened to the savings message without regard to 
how it might affect other areas of their finances.  
People want to safeguard their future, but they are still prepared to use cheap credit or loans for large 
purchases instead of saving for them.  The consequence appears to be a new set of ‘saver debtors’, who 
are happy to service high levels of debt while putting aside some money for a rainy day. xiii

Of those with unsecured debt, 12.2m (one in four in the UK) are simultaneously saving money into a 
savings account, ISA, investment bond or endowment every month.  The average amount this group 
owes is £7,622 and the average amount paid every month to service the debt is £71.72.  However the 
average amount this group saves per month is £221.14. xiii

Nearly half of consumers think that they ought to be saving a minimum of 11% of their income, but 
only one in five actually do so.  Over a quarter feel they should be saving a fifth or more of their income 
while only around one in ten achieve this.  
More than half say they don’t save because they find it ‘difficult to understand how to go about saving, 
and they would save more if they knew more about savings and investment products. xiv

With this confusion about priorities and the gap between aspiration and achievement it should not be 
surprising that there is considerable consumer anxiety in this area.  Money Sickness Syndrome refers to 
the symptoms of stress arising from the anxiety generated by feelings of poor financial understanding 
or control of personal finances.  Research reveals that almost half of the UK adult population is affected 
by money worries and has experienced MSS symptoms.  Money worries in relation to debt this can 
lead to the breakdown in otherwise stable relationships. xii

•

•

•

•

•

•

•

•
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Risk management

IFAs often find that some consumers have too little life cover to 

provide fully for their families should the worst happen.‘‘

2.5 Risk management
People can be tipped into financial 
difficulties by a small change in 
circumstances.  Two million households are 
barely managing as it is.  Given the general 
tendency not to plan ahead adequately, 
many could be in financial difficulties if their 
personal circumstances (health, employment 
etc.) change.  
IFAs often find that some consumers have 
too little life cover to provide fully for their 
families should the worst happen.  On the 
other hand, others have too much and some 
are overpaying.  IFAs will review the situation 
and recommend changes where necessary. xii

A number of consumers have protection 
cover on loans which are not good value. 
IFAs recommend individual income 
protection products when they provide 
better value.  
The typical household in the UK has 
a shortfall in their protection cover of 
around £52,000 in the event of unforeseen 
unemployment or critical illness.  These 
households are clearly exposed to the risk of 
financial hardship.  
Based on sales it appears as if IFAs are alone 
in advising consumers on long term care 
provision.  Pre-funded schemes are not 
widely-available and arrangements are put 
in place to meet the cost of care irrespective 
of cost-inflation.   

•

•

•

•

•

2.6 Long term financial management
IFAs find that consumers are not aware of 
how much income they need to plan for in 
retirement.  They generally lack awareness 
of pension entitlements.  Employer 
schemes are often available but there is 
little knowledge of them.  IFAs seek to 
help their clients improve their long term 
and retirement provision and will advise 
employees to join occupational schemes 
where that would be suitable advice. xvi

Because consumers tend to focus on short-
term financial needs, they worry about the 
long term without having any clear idea of 
their expected pension benefits or what 
actions they could take to improve them. xvii

A third of all respondents to a Department 
for Work & Pensions survey have never 
contributed towards a private (non-state) 
pension.  Of those working as employees, 
just over half are members of an employer 
pension scheme.  Around one employee in 
five works for a company offering a pension, 
but have not joined the scheme even 
though they thought they were eligible.  
Of those who were self-employed nearly 
half are currently contributing towards a 
personal pension.

•

•

•

Long term financial 
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