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Financial advice can add real value to your life.

When you think of how financial advice helps you, it’s
likely that you think of it from a financial perspective
first. Perhaps how it can help you invest to get the most
out of your savings or making sure you’re on track for
retirement?

Financial advice can help in these areas, but it goes far
beyond that too. It can help you live the life you want, feel
more confident about the future and give you a chance to
think about your goals.

When clients first approach a finance professional, it’s often
because they have a specific question or concern like:

¢ How can | invest and minimise tax?
¢ What annual income will my pension provide?
¢ Can | reduce the impact of Inheritance Tax?

While we can help you answer questions like those above,
the process of financial planning is designed to deliver
greater value.

What does financial planning

mean??

Financial planning starts with understanding your current
situation and what you want to achieve in the short and
long term. Through defining these goals, you can start to
understand how your finances and the steps you take can
help you meet aspirations.

It can answer initial questions but the value it delivers
extends further. You may approach a financial planner
asking: “Am | saving enough to retire at 65?”

You may be expecting a simple ‘yes’ or ‘no’ answer but
financial planning will ask other questions too. For example:
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*  Would you like to retire sooner if that were an option?
¢ What kind of retirement lifestyle do you want?

« What lifestyle experiences are on your bucket list?

¢ What are your other priorities?

As a result, the advice you receive can exceed the reason
you first approached a professional for financial advice.
So, how does this add value? The answer can be split into
two areas: your finances and your lifestyle.
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The financial benefit of advice

Let’s start with the financial benefit of working with a
financial planner. After all, this is probably one of the key
reasons you sought advice.

You may want advice on how you can maximise
investments or what level of income is sustainable in
retirement. The good news is that research shows that
seeking financial advice can help your money to go
further. In short, financial advice provides an opportunity
to grow your wealth, and there are plenty of studies to
back this claim up.

COST OF ADVICE ON A £200 PER MONTH
PENSION CONTRIBUTION

BOOST TO RETIREMENT SAVINGS

RETURN ON THE INITIAL COST OF INVESTMENT

Source:

The value of financial advice is also something think tank
the has studied. The
study tracked individuals that received financial advice
between 2001 and 2006 and then followed up to see
how their wealth had changed by 2014/16. The findings
demonstrated that professional advice can improve
financial security in retirement, both in terms of pension
savings and other assets.

The 2019 report found:

¢ Receiving professional financial advice between 2001
and 2006 resulted in an average total boost to wealth
(in pensions and financial assets) of £47,706

¢ The benefits of financial advice are potentially greater
for those deemed ‘just getting by’. This group saw a
24% increase in their pension wealth, compared to 11%
for more affluent groups

For example, research from , found the advised
investors generate 27% higher returns over 12 months
compared to those that choose to take a DIY approach.

These findings are reflected when it comes to pensions
too. A study found those that took advice on pension
saving near the start of their career saved an average

of £34,300 more, not including tax relief or compound
interest, than those who took no advice. The below table
not only highlights how financial planning can add real
monetary value but the value in seeking advice early too.

START AT AGE 35 START AT AGE 25

£500 £500

Extra £25,730 in
pension

Extra £34,300 in
pension

4,336% 5,813%

¢ An ongoing relationship with a financial adviser lead to
better financial outcomes. Those that were receiving
advice at both points of the study had nearly 50%
higher wealth than those only advised at the start.

David Sinclair, Director at the Intentional Longevity
Centre, said: “The simple fact is that those who take
advice are likely to be richer in retirement. But it is still the
case that far too many people who take out investments
and pensions do not use financial advice. And only a
minority of the population has seen a financial adviser.”

For those that don’t seek financial advice, it’s often the
cost of a financial adviser that’s cited as the reason why.

Yet, this misses the financial value that advice brings. The
research clearly shows that for the majority of people, the
gains they receive from taking financial advice far outweighs
the initial and ongoing costs associated with advice.
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https://2020guide.vouchedfor.co.uk/cost-of-advice
https://www.unbiased.co.uk/life/get-smart/cost-of-advice
https://ilcuk.org.uk/financial-advice-provides-47k-wealth-uplift-in-decade/

How does financial advice help grow your wealth?

So, how does financial advice help increase your assets?
After all, you can increase pension contributions and
invest without taking financial advice and there’s a
plethora of information available.

While it’s true you can take action yourself, the world of
finance can be complex and filled with jargon. A financial
adviser helps you cut through all this to formulate a
financial plan that’s right for you. With knowledge on
regulations, allowances and legislation, a financial adviser
can help you make the most of things like tax breaks to
help your money go further.

Even if you're confident handling your own finances, having
a professional to speak to about your plan can be useful. A
financial adviser will be able to offer a different perspective
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and help you avoid common mistakes. Take investing for
example, how would you calculate your risk profile? Taking
too much or too little risk can have a negative impact. But
your risk profile needs to consider a vast range of factors,
some of which can be difficult to assess yourself when
you’re emotionally involved in the investments.

Finally, while you can find plenty of financial advice and
tips from other sources, this isn’t tailored to you. What
suits one person, may not be appropriate for you. A
financial adviser will make recommendations and create
a long-term plan with your current circumstances and
aspirations at the centre. As a result, the final plan can
help you move forward in a way that takes you towards
your goals.
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The other benefits of financial advice

As we’ve already mentioned, the benefits of financial
advice aren’t just about investment performance and
asset growth. But the other emotional and wellbeing
benefits are harder to quantify.

Despite this, they play an important role in the value
financial advice delivers. For many people, these benefits
are just as valuable as increasing pension wealth or an
investment portfolio. These benefits may include:

«  What does your day-to-day ideal retirement lifestyle
look like?

¢ If financially feasible, when would you choose to retire?

¢ Do you want to continue working in some way in
retirement?

« What are your other goals in retirement, for example,
providing financial support to loved ones?

1. UNDERSTANDING YOUR GOALS AND PRIORITIESS

Financial planners don’t just offer you advice about a
single area of finances. Instead, they take the time to
understand what you want to achieve, what your priorities
are and how your existing assets or income can help you
meet these goals.

It’s a process that can help give you some direction and
realise dreams you may have previously thought were out
of reach.

You might be diligently saving into a pension, for instance.
But when do you want to retire and what kind of lifestyle
do you want to enjoy after giving up work? Often while
paying into a pension we have a vague idea about when
we’d like to retire and some of the things we hope to
experience in retirement, such as a once in a lifetime
holiday. However, financial planning can help focus these

goals and give you a chance to think and talk about what
you really want.

By giving you an opportunity to set out longterm goals,
financial advisers can add more value to the service they
deliver. So, while you may have approached an adviser

to see if you’re on track to be able to sustainably take a
retirement income of £28,000 a year, you come away with
more than you sought and your initial plans may have
changed drastically.

For instance, if you found you have enough to retire now
but take a slightly lower income that would still allow you
to meet lifestyle goals, would you take it?

Financial advice focuses on the long term and the process
can help you get more out of your assets with your
aspirations in mind.
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2. FOCUS ON WHAT’S IMPORTANT TO YOU

It is possible for individuals to effectively manage their
money with a DIY approach. But it can be time-consuming
and complex. Do you really want to spend your time
researching investment opportunities and keeping up to
date with legislation changes?

Financial advice can improve your wellbeing by allowing
you to focus on what’s really important. That might be a
hobby, spending time with family or career development.

Financial planning allows you to take a handsoff approach
if that’s what you choose, with regular reviews and
updates so you know your financial plans are on track.

If you prefer to be more involved with your financial
planning, an adviser can be on hand to point you in the
right direction and offer advice when you need.

As a result, financial advice can improve your wellbeing
and give you time to focus on the areas of your life that
are a priority.

3. HAVE CONFIDENCE IN YOUR FINANCIAL PLAN

Having confidence in the financial steps you’re taking is
essential for getting the most out of your assets. With so
many different options and other factors to consider, you
may be unsure about what options make sense with your
goals in mind.

This is a key area where financial advice can add value.
You’ll be working with a regulated professional that can
help you avoid common mistakes and have confidence

in the path you choose. A range of tools can help you
understand how the decisions you make today will have
an impact in 20 years or even longer. It’s a step that can
help put your current options into perspective and deliver
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peace of mind.

While we often think of accumulating wealth when
seeking financial advice, one of the hardest things to do
can be to start spending the assets you’ve built up. After
a lifetime of saving, it can be difficult to change your
mindset and start to deplete assets in retirement, for
example. Financial planning can provide the confidence
you need to enjoy retirement, safe in the knowledge
that you're still financially secure and able to meet other
commitments.
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Weighing up cost vs value of financial advice

For those that haven’t sought financial advice before, it’s
often the cost they focus on. But without considering the
value delivered, it’s impossible to calculate whether the
cost of financial advice is worth it.

The cost of financial advice varies hugely between
different advisers and the complexity of your financial
arrangements will have an impact too. The below figures
from VouchedFor can give you an idea of what financial
advice costs:

e A £20,000 investment ISA - £1,407 (£600 upfront and
£807 ongoing management over five years)

¢ Investing £100,000 - £5,704 (£2,850 upfront, £2,854
ongoing management over five years)

¢ Consolidating three pensions totalling £250,000 -
£13,517 (£5,000 upfront, £8,517 ongoing charges over
five years).

At first glance, those costs may seem large and like they’ll
eat into the value of your assets. But when you go back
to the financial benefits of seeking advice, the returns
delivered outweigh both the initial and ongoing costs, and
that’s before you’ve factored in the non-financial benefits
of advice too.

Understanding the value of financial advice can help you
see it as an investment rather than a cost.
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1 The Forge, Cuckfield Road, Staplefield,
West Sussex RH17 6ET

WWW.PEMBROKEFINANCIAL.CO.UK

E. advice@pembrokefs.co.uk Pembroke Financial Services Ltd (Ref: 228341) and Pembroke Financial
@p Services Staplefield Ltd (Ref: 624570) are authorised and regulated by the
T. 01273 774855 Financial Conduct Authority. Registered and Incorporated in England & Wales

at Atlas Chambers, 33 West Street, Brighton, BN1 2RE.

] £ Cow
: L-A fsb Ccrner

Investing

pJay 81 Jo Lied

E. theforge@pembrokefs.co.uk
T. 01444 405160




