
Client Process 
An Explanation

THE PROFESSIONALS’ CHOICE



Contents

The purpose of this is to explain our ethos, the advisory  
process and our basis of charging. PMN is an independent  
Chartered Financial Planning firm. This is awarded annually  
by the Chartered Insurance Institute.

“ Our role is to provide you with financial 
peace of mind, allowing you to focus on 
the more enjoyable aspects of your life.”

1 PMN Business Principles & Practices

2 An Example of Client Charging

3 Building an Individual Investment Portfolio

4 PMN Guide to Investment Risk

5 The PMN Investment Process

6 PMN’s Current Asset Allocation and Annual Running Costs

7 Investment Performance



THE PROFESSIONALS’ CHOICE

OUR CORE PRINCIPLES

Clear communication Clear charging  
structure

Prompt problem solving Confidentiality  
and discretion

To provide the highest 
possible standard of 

financial advice

To embrace the FCA’s 
Treating Customers Fairly 

code of conduct

Placing our clients’ 
interests at the heart  

of our business

Transparency

1 Business Principles & Practices

APPROACH

PMN adopt a team based approach, with the ultimate responsibility for your affairs resting with the partners.

Stage 1

Initial meetings

•  Disclosure documents
•  Financial position 
•  Accepted risk tolerance 
•  Agree strategy

•  Research
•  Report
•  Recommendations
•  Meeting(s)

•  Application process
•  Placing investments
•  Fee settlement
•  Documentation

•  Current valuation
•  Performance analysis
•  Material / tax changes
•  Additional investment

Stage 2

Advice

Stage 3

Implementation

Stage 4

Review

(see example overleaf)

Fixed Fee
Time costed on a case by case basis – fixed in advance. 

(See Client Agreement for adviser rates)

% of Assets Under 
Management
Per annum and tiered  
(see Client Agreement)



A potential client approaches PMN for advice on an investment of £1,000,000.

PMN hold the first meeting which is exploratory. No charge was made for this.

It was agreed that PMN would provide a report showing the recommendations. For this an advisory fee was 
quoted and agreed by the client. This was based on the amount of time that was necessary to analyse the client’s 
affairs, prepare a comprehensive report and a further meeting at which to discuss our recommendations.

The estimated time was 8 hours, i.e. £275 x 8 = £2,200. This fee was to be charged irrespective of whether the 
client acted or not.

The client accepted the recommendations, which involved £900,000 being placed in tax efficient investments and 
£100,000 held as a cash reserve.

Therefore PMN’s tiered annual advisory fee would be as follows:

£0 - £500,000 x 1% = £5,000

£400,000 x 0.50% = £2,000

Total £900,000 x 0.78% = £7,000

Full details of the charges, including additional fund management fees, trading, and platform charges are provided 
in the client specific report.

Assuming that PMN act as the clients advisers for a 10 year period, and based on an assumed growth rate of 
4% p.a. (net of charges) PMN’s annual ongoing fee would be as follows:

Initial Investment £900,000

End of years Fund Value (£) Advisory Fee (%) Advisory Fee (£)

1 936,000 0.77 7,180

2 973,440 0.76 7,367

3 1,012,377 0.74 7,531

4 1,052,872 0.72 7,632

5 1,094,986 0.71 7,737

10 1,332,218 0.63 8,331
 
 
The effect of PMN’s tiered charging structure is that the percentage advisory fee reduces as the value of the 
investments increase. 

2 An Example of Client Charging
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Administrative Platform

A platform provides a gateway through which you can access and trade all authorised investments, across a 
range of tax wrappers, but through one source. The chosen platform will also offer electronic access to valuations 
through their website.

PMN believe that this is the most efficient method of holding and administering portfolios for clients with 
significant assets. 

3 Buildng an Individual Investment Portfolio
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STEP 1
Prioritising Aims

STEP 2
Agree Risk /  

Reward Profile 

STEP 3
Asset Allocation

STEP 4
Portfolio  

Construction

STEP 5
Tax Wrapper

STEP 6
Ongoing  

Monitoring

ADVICE REVIEW

Income

Growth

or a
Combination

Morningstar risk 
assessment  

questionnaire  
& report

Driven by 
individual risk 

profile & 
sourced from 
Morningstar

Core funds - 
index tracking

Satellite funds - 
actively managed

Fund selection

Optimising tax 
efficiency through 

strategic allocation 
across appropriate 

wrappers

Individual 
reviews

Continued 
suitability

Risk 
measurement

Withdrawal
strategy



PMN believes that all our clients should understand the risks to which their capital 
might be exposed. Unless a client is prepared to accept the volatility inherent in a long 
term investment portfolio, they should remain invested in cash.

1.  The Importance of Understanding  
Investment Risk

  Before agreeing an investment strategy, PMN will 
ensure that the client understands the concept of 
investment risk. PMN will pay particular attention to 
two aspects of a client’s risk tolerance:

 •  Objective: the ability of the client’s financial resources 
to absorb losses. This requires a factual analysis 
of the client’s financial position e.g. asset base, 
earning capacity, pension benefits, indebtedness, 
financial commitments and prospective cash flow. 
This information will be collected by completing our 
financial planning questionnaire.

 •  Subjective: tthe client’s personal attitude to risk. In 
other words the likely effect investment losses would 
have on their psychological well being. To assist 
us in making this subjective decision we use the 
Morningstar risk assessment questionnaire. Other 
important factors in risk assessment include:

 •  Time Horizon: short timescales require low risk 
investments. 

 •  Age: as a general rule exposure to risk should reduce 
with age.

 •  Asset Base: the greater the percentage of the total 
wealth represented by the investment portfolio, the 
lower the investment risk should be.

 •  Income: the level and security of a client’s income is 
an important determinant in assessing the capacity to 
bear investment risk..

 •  Withdrawals of Capital: if regular withdrawals are 
required, for example in pension drawdown, the 
portfolio must be properly structured to accommodate 
this requirement..

2.  Different Types of Risk

 There are many types of investment risk:

 •  Inflation: erodes purchasing power of investment.

 •  Default: risk of failure of a deposit taking institution.

 •  Stock Market Panic: contagious fear rapidly affecting 
all asset classes.

 •  Economic Risk: long term depression reduces 
company profits and share prices.

 •  Interest Rate Risk: changes in interest rates can 
adversely affect investors.

 •  Currency Risk: overseas investments can be affected 
by changes in the value of sterling.

 •  Illiquidity: not all assets are readily realisable, for 
example commercial property.

  •  Sequential Risk: risk involved in making withdrawals 
from an investment during or immediately after 
periods of poor performance.

3. Standard Deviation

  Standard deviation is the accepted measure of a fund’s 
price volatility. It is a useful predictor of the likely level 
of future price volatility. PMN attach great importance 
to the portfolio’s standard deviation and will ensure that 
a client understands the implications of the standard 
deviation of their investment portfolio.

  We strongly recommend that all our clients take the 
time to familiarise themselves with the concept of 
standard deviation.  

4 Guide to Investment Risk
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4. The Risk Return Relationship

 Model Risk Profiles:

 Definition:

  Standard Deviation 
3 Yrs:

 Performance based on an investment of £100,000, within the last 15 years:

 Worst 12 month period -
 LOSS: 

 Best 12 month period - 
 GAIN:

 The above figures are for illustrative purposes only. 
 Past performance is no guarantee of future results.

  © 2019 Morningstar, Inc. All Rights Reserved. The information contained herein: (1) is proprietary to Morningstar and/or its content providers; 
(2) may not be copied, distributed or combined with other 3rd party data without prior written consent; and (3) is not warranted to be accurate, 
complete or timely.

  Neither Morningstar nor its content providers are responsible for any damages or losses arising from any use of this information. Past 
performance is no guarantee of future results. 

4 Guide to Investment Risk (continued)
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Cautious

2.87 %

- £9,120

+ £16,360

A cautious portfolio is 
designed to avoid sharp 
short term losses, although 
some exposure to loss is 
unavoidable. A cautious 
portfolio will exchange capital 
growth in favour of steadier, if 
lower, returns. 

A moderate portfolio should 
deliver higher returns than a 
cautious portfolio although 
with greater price fluctuations. 
A moderate portfolio demands 
a higher degree of equanimity 
than a cautious portfolio.

An adventurous portfolio is 
likely to provide higher long 
term returns than a cautious 
or moderate portfolio. 
However, these greater returns 
will be accompanied by 
significantly higher levels of 
price volatility and greater risk 
to capital.

Moderate

5.90 %

- £21,570

+ £35,890

Adventurous

8.72 %

- £32,510

+ £52,810

(Source: Morningstar to 31/12/2018)



Asset Allocation

Our investment process is driven by the construction of an asset 
allocation appropriate to the client’s capacity to tolerate investment 
risk (see PMN’s Guide to Investment Risk).

•  Asset allocation is the spread of an investment portfolio among 
different asset classes e.g. cash, shares, property etc.

•  Research shows that asset allocation is the single most important 
contributor to investment performance.

•  PMN’s asset allocation models are sourced from Ibbotson 
Associates a respected leader in this field.

•  PMN’s model portfolios include both index tracker and actively 
managed funds.

•  We tend to favour index tracking funds for developed markets such 
as the UK and US as active managers can struggle to add value 
in efficient markets. An active manager seeks to outperform his 
benchmark by stock selection, especially in the smaller companies 
and emerging market sectors. 

Why index tracking?

Cost Control: Index trackers simply mirror the performance of an 
index: they offer investors a low cost and transparent way into all of 
the world’s markets and asset classes.

Lower Ongoing Charges Figure (OCFs): this is an approximation 
of the true costs of running a fund. It includes the fund’s annual 
management charge, depository/custodial charges, audit, 
registration and compliance fees. It excludes certain hidden costs 
such as the commissions payable by the fund on buying and 
selling shares.  

Consistent Investment Strategy  

Index trackers stick to a benchmark from which no deviation is 
possible: provides a consistent return in line with the chosen index

Past Performance Myth: historic data shows that with certain 
exceptions actively managed funds tend to fail to meet their 
chosen benchmarks. The graph on the right which compares the 
performance of the FTSE All Share Total Return Index, with the 
average UK Companies open ended fund, over 5 years to 31st 
December 2018, is one of those exceptions.

Source: Morningstar

Source: Morningstar
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5 The PMN Investment Process

“    Most investors, both institutional 
& individual, will find the best way 
to own common stocks is through 
an index fund that charges minimal 
fees. Those following this path are 
sure to beat the net results (after fees 
and expenses) delivered by the great 
majority of investment professionals. 
 Warren Buffet
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© 2019 Morningstar, Inc. All Rights Reserved. The information contained herein: (1) is proprietary to Morningstar and/or its content providers; (2) may not be copied, distributed or 
combined with other 3rd party data without prior written consent; and (3) is not warranted to be accurate, complete or timely.  

Neither Morningstar nor its content providers are responsible for any damages or losses arising from any use of this information. Past performance is no guarantee of future results.
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5 The PMN Investment Process (continued)

Strong performance in the past rarely persists. Managers that 
outperform in one period often subsequently underperform.

The tables on the right show the top three ranked open ended funds 
(within their category) and then their ranking 12 months later, over 
the last 5 calendar years.

So, in each instance, the periods relate to the performance ranking in 
the IMA UK All Companies Category, between 1st January and 31st 
December.

Of course there will always be a handful of fund managers who 
manage to outperform their benchmark. It is however, very difficult 
to identify these managers in advance.

Rebalancing

•  PMN’s investment process is continuous.

•  Because asset allocation is so important over the longer term. 
PMN regularly review our clients’ portfolios to ensure that the 
allocation remains consistent with clients’ agreed risk profiles

Fund 1 Year Performance
Rank 2013 Rank 2014

River & Mercantile UK Eq L/T Rec A 1 257

IP UK Focus Acc 2 231

Unicorn UK Growth A 3 262

Fund 1 Year Performance
Rank 2014 Rank 2015

MFM Slater Recovery A Acc 1 22

MFM Slater Growth A Acc 2 17

MFM Artorius A GBP Acc 3 13

Fund 1 Year Performance
Rank 2015 Rank 2016

Castlefield CFP UK Buffet Gen Inc  1 18

MI Chelverton UK Equity Growth B Acc 2 121

Old Mutual UK Equity I A GBP 3 132

Fund 1 Year Performance
Rank 2016 Rank 2017

SLI UK Equity Recovery Inst Acc 1 178

Schroder Recovery A Inc 2 235

UBS UK Opportunities BACC Net 3 168

Fund 1 Year Performance
Rank 2017 Rank 2018

MI Chelverton UK Equity Growth B Acc 1 67

Unicorn UK Growth B 2 229

Merian UK Dynamic Equity R GBP 3 252

(Source: Morningstar 15/02/2019 – Based on IA UK All Companies Category)



 PMN Asset Allocation

Model Risk Profile Cautious Moderate Adventurous

 Asset Class

Index Linked Bonds

78%

12%

34%

4%

4%

0%

Conventional Gilts 18% 7% 0%

UK Corporate Bonds 28% 10% 2%

Global Fixed Interest 20% 13% 2%

UK Large

11%

11%

27%

20%

39%

25%

UK Mid 0% 5% 10%

UK Small 0% 2% 4%

Europe (ex UK) 2% 2% 8% 8% 14% 14%

N. America

6%

2%

26%

10%

39%

13%

Asia Pacific (ex Japan) 0% 4% 6%

Japan 2% 6% 8%

Emerging Markets 2% 6% 12%

UK Commercial Property 3% 3% 5% 5% 4% 4%

Total 100% 100% 100% 100% 100% 100%

 Estimated Annual Running Costs – Based on an investment of £900,000

Fund management fees 0.32% £2,864 0.34% £3,060 0.38% £3,420

PMN fees 0.78% £7,000  0.78% £7,000 0.78% £7,000

Platform fees 0.25% £2,250 0.25% £2,250 0.25% £2,250

Transaction costs 0.10% £900 0.10% £900 0.10% £900

Total % / £ per annum 1.45% £13,014 1.47% £13,210 1.51% £13,570
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6 Current Asset Allocation and Annual Running Costs



Performance Summary: calendar year 01/01/2016 – 31/12/2016

 Benchmark % Return PMN Cautious 
 FTSE UK Private Investor Income Index 14.71 Model Risk Portfolio
 Peer Group Average 8.38 7.52% 
 
 Benchmark % Return PMN Moderate 
 FTSE UK Private Investor Income Index 16.99 Model Risk Portfolio
 Peer Group Average 11.75 14.05%
  
 Benchmark % Return PMN Adventurous 
 FTSE UK Private Investor Income Index 19.00 Model Risk Portfolio
 Peer Group Average 13.26 19.01% 

Performance Summary: calendar year 01/01/2017 – 31/12/2017

 Benchmark % Return PMN Cautious 
 FTSE UK Private Investor Income Index 8.5 Model Risk Portfolio
 Peer Group Average 3.36 3.95% 

 Benchmark % Return PMN Moderate 
 FTSE UK Private Investor Income Index 9.65 Model Risk Portfolio
 Peer Group Average 9.09 9.89%
  
 Benchmark % Return PMN Adventurous 
 FTSE UK Private Investor Income Index 11.38 Model Risk Portfolio
 Peer Group Average 15.00 15.17% 

Performance Summary: calendar year 01/01/2018 – 31/12/2018

 Benchmark % Return PMN Cautious 
 FTSE UK Private Investor Income Index -2.79 Model Risk Portfolio
 Peer Group Average -2.90 -1.50% 

 Benchmark % Return PMN Moderate 
 FTSE UK Private Investor Income Index -2.84 Model Risk Portfolio
 Peer Group Average -5.92 -3.70%
  
 Benchmark % Return PMN Adventurous 
 FTSE UK Private Investor Income Index -3.80 Model Risk Portfolio
 Peer Group Average -6.28 -5.84% 

Notes:
• Source: Morningstar. Past performance is not a guide to future performance

• The returns take into account fund management charges and performance fees.

• The returns do not take into account any platform costs, advisory costs, trade charges, dilution levies, and stamp duty.

• The returns assume that the rebalancing trades are implemented on the date the Investment Strategy Team bulletin is published.

• The analysis also assumes that the sale and buy trades are placed on the same day.

• The analysis ignores any Capital Gains Tax liability.

•  The Peer Group composition and data is provided by Soprano Consulting, which is independent of PMN. The Peer Group consists of a representative  

population of publicly available, managed funds.
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