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TAMRIS is an investment planning and asset management research consultancy dedicated towards improving the structure and quality of wealth and asset management for the private investor.  

· It is not a financial planner, investment advisor or portfolio manager.  
· It does not recommend the buying and selling of securities or the endorsement of such.  

· It does not manage money.  

· It does not publish newsletters recommending investments nor does it earn any return from advertising industry products or services.  
TAMRIS provides opinion, review, mandate development and manager selection and monitoring services for individuals, non financial professional firms and corporate human resource departments.   

Basic Human Investment Rights

TAMRIS is dedicated towards promoting an individual’s basic investment rights.  
· The right to have their assets managed to meet their own personal financial needs over time and, for their individual portfolios to reflect the size and timing of their own individual needs.
· The right to be told the limitations of the service they receive and the extent of personalisation provided.       
· The right to a portfolio structure capable of ensuring that planned financial needs can be met irrespective of natural and significant market and economic risks.
· The right to the expertise and systems needed to structure plan and manage portfolios to meet personal financial needs over time.  

· The right to full disclosure of a company’s investment style and the risks of that investment style.

· The right to an assessment of the key risks likely to affect the ability of their assets to meet their financial needs over time. 
· The right to full disclosure of the portfolio construction, planning and management methodology and how this methodology manages risk and financial needs over time.

· The right to full disclosure of all charges and costs and the justification of those costs.   

· The right to accountability of decisions regarding portfolio structure, planning and management relative to financial needs and risk profile via full and regular written communication.  
· The right to regular and comprehensive assessment of the value added by the wealth manager.  
· The right to be able to compare companies’ and individuals’ services and service quality across the universe of wealth and asset managers.

· The right to have access to information regarding the structure of the asset and wealth management service process and, the resources applied to research, investment strategy and systems.  

· The right to demand that the quality and value of the service they receive is a prime objective of their service providers.
Key Industry Problems
Not everyone in the industry has the resources, the expertise, the service and business processes and the systems to be able to live up to these investment rights.  In fact, there are a number of fundamental problems in the financial services industry which are standing in the way of these rights.
· There is scarcity of expertise and resources needed to manage financial needs, expertly, professionally and personally.  

· There is no formally accepted methodology for managing the integration of financial needs and assets over time.  In fact, portfolio theory used to construct most investor’s portfolios cannot consider financial needs when constructing portfolios.  

· The systems used to deliver asset management to the retail investor are in the main incapable of managing the relationship between financial needs and assets over time and are primarily product distribution systems.   

· Asset management expertise does not view the integration of the management of assets and financial needs over time as an asset management objective, but a financial planning exercise.  
· Financial planners often lack the modelling and investment expertise as well as the resources needed to effectively integrate asset and liability management.   
· The individual’s financial objectives are not the most important objectives of the financial services industry, the capital markets or the financial regulators.  The regulators only lay down basic minimum standards appropriate to product sales and transactions than the management of assets and financial needs.

· The education provided to the investor is insufficient for him or her to assess whether an advisor is capable of managing, or is managing their assets and financial needs properly.   
· The education provided to most advisors is insufficient to give them the skills and frameworks needed to construct, plan and manage portfolios.  

The Portfolio Problem

The first six points combine to form the most fundamental issue within the financial services industry; how to deliver asset management to the individual, profitably and efficiently?
Personalising a portfolio to an individual’s financial needs over time is complex without the sophisticated systems that manage the thousands of calculations that have to be done every time a portfolio is constructed or managed and every time relative market and security valuations change.  
Additionally, there is insufficient expertise in the industry for each portfolio to be personally managed, let alone constructed, planned and managed to meet personal financial needs over time.

In order to be able to deliver asset management services and products the industry has developed tools to construct and manage portfolios.  These tools, to all intents and purposes circumvented the lack of asset management expertise in delivering services and products. 

Unfortunately, the formulas that underpin these tools do not actually take into consideration an individual’s personal financial needs and they are also extremely poor at managing risk.  They are simple solutions that solve the industry’s dilemma but are incapable of managing the complex needs of the individual. 
The BASICs
Knowledge is power and the more knowledge you the investor have, the greater your power and the more accountable will your advisor be to you.  
TAMRIS believes that education is the single most important weapon an individual has in the wealth management process.  

Education is not what your advisor thinks will smooth the sales process, but what you the investor need to know to fully understand the options before you and, to shape and influence the final wealth management solution.  

The following points represent the basic areas you the investor need to understand before entering into a wealth and asset management relationship.  

· The fundamental nature of assets (cash, fixed interest investments and equities), their risks and how their risks change over time.   
· The risks of long term depletion of capital and how this risk can be managed.  Most investors will end up depleting investment capital to some degree to meet their financial needs.   

· In order to safely manage risk and return, managers of your financial security will need to either manage or at least know the disposition of all assets and financial needs over time.     
· Everybody wants more return to less return, more security of capital to less security of capital and more certainty of return to less certainty of return?  Unfortunately, if you want to out perform the market, or have less risk than the market, or have more income than the market, you need to accept the guaranteed risk of under performance associated with these demands.  Investors need to understand the risks they can stomach and the type of investor they are.
· There are three key risks that an investor has to understand before they can make a decision about the portfolio structure and investment strategy most suited to them.  The financial services industry tends to focus primarily on one risk when assessing an investor’s aversion to risk.    

· The industry has a poor record in personalising portfolios to meet financial needs over time and managing the risks to the ability of assets to meet needs.  
· Conflicts of interest exist at every level of the wealth and asset management process.  Not all conflicts of interest are obvious.      

· The financial services industry is poorly educated over the fundamentals of investment and the construction, planning and management of portfolios to meet financial needs over time.  Most education is directed towards delivering the financial service’s industry’s products and solutions.  The level of education provided is reflected in the simple maxims and messages that investors are fed to ease the investment decision.    

The TAMRIS newsletter will focus on each of these areas in future issues.
Is your money being managed properly?
1. Does your wealth and asset manager have the investment discipline, expertise and experience needed to manage your assets?

2. Does your advisor have the systems capable of managing the complex relationship between your financial needs and your assets over time?
3. Does your manager have the necessary modelling expertise needed to manage the risks to the ability of your assets to meet your financial needs over time?

4. Do your advisors have the resources needed to fund the necessary research that lies behind security selection, asset allocation and portfolio management?

5. Has your advisor educated you about the major investment risks (liability risks, performance risks and volatility risk), their investment style and the risks of their investment style?

6. Where portfolios are being constructed to meet financial needs over time, is the disposition of all your financial assets and the size and timing of all your financial needs being used to structure, plan and manage your portfolio?

7. Has your advisor provided you with written and comprehensive communication of their investment planning and management strategy as well as their asset allocation and security selection?

8. Does your advisor regularly communicate decisions and regularly review the relationship between financial needs and the structure of your assets, in writing?

9. Do you get value for money and, do you know how much you are being charged?   Value is a complex area but your advisor needs to be able to determine the value added and justify their position when they have not added value.

10. Does your advisor provide you with a comprehensive analysis of the performance of your investments relative to domestic and international markets and other comparative performance benchmarks?   

How important each of the above is depends on a number of factors.  But, if you are a retired individual, close to retirement, and/or are having all your assets managed by one advisor to meet all your financial needs, all of the above are important.
TAMRIS says No to Financial Abuse!
Financial abuse is widespread, accepted and institutionalised in the financial services industry.  
Financial abuse occurs most often as a direct result of actions of self interest but a good percentage of all abuse occurs as a result of ignorance.  
To a certain extent, many of those guilty of financial abuse are also victims of the system.  Financial abuse can exist even when the provider of a service and product genuinely believes that that they are doing the best for their client.  

Two examples of abuse are highlighted in this issue; trailer fees on mutual funds and referral fees from asset management.

· When a mutual fund is sold the advisor can receive both an initial commission and an annual fee on the client’s holding.  This annual fee can be as large as 1%.  

· A referral fee is when an advisor does not have the expertise or the resources to manage a portfolio or part of a portfolio and hands this to a portfolio manager.  This manager will often pay an annual fee to the advisor for the business. 

Trailer fees and referral fees all increase the component costs of the asset and wealth management process.  They are all payments for work that advisors have not done themselves.  Unless the fees received are offset against the costs of valid and identifiable services performed by the advisor, this is financial abuse.    

Advisors should be able to cost and charge for their area of expertise and the work they conduct.  Using an individual investor’s capital to negotiate increased returns for their business is not ethical.  All advisors who preach independence and have an established code of ethics should not be taking referral or trailer fees. 
Commissions, trailer and referral fee arrangements are the trappings of a product and transaction led industry.  

An advisor should only be paid for the work and the advice they undertake on behalf of the client and should receive no fee for work that they cannot do themselves and refer to others.

Portus et al
There is no better example of the problems within the financial services industry than what happened at Portus the hedge fund manager. 

Portus was not an investment that a few rogue advisors were recommending.  It was an investment endorsed at the highest levels of the companies concerned.

· Was the large referral fee apparently paid to introducers of hedge fund investment ethical?  

· Should any organisation be recommending unregulated investments to the average investor?

· Should any advisor be recommending an investment which they cannot themselves value, let alone understand?
· If Portus is indeed a standard, what of the rest of the advice given by these organisations?

· What are the regulators doing? Should they be taking a much longer and harder look at the basic structure and functions of these organisations?
Organisations the size of the companies concerned should have the integrity and the investment expertise to avoid these mistakes.  
The first rule of investment should be to never invest in anything which you do not understand, which you cannot value and, which you cannot manage.   Your advisor should not be breaking these rules.
Portfolio Construction expertise
In a recent “Investment Executive” article five industry experts were asked how they would structure portfolios for individuals nearing retirement.  
All commented on what the portfolio would be invested in and, of course, everybody differed.
Critically, not one expert stated that the structure of the portfolio should have a direct relationship to the size and timing of an individual’s financial needs and that it is financial needs that determine the primary structure.  Not one!  See Key Industry Problems. 
· Asset management expertise does not view the integration of the management of assets and financial needs over time as an asset management objective, but a financial planning exercise.  
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Minimum standards in the wealth and asset management industry have persisted for far too long.  All the problems have been known decades, yet the excesses and failures that led to regulation still occur with far too regular a frequency.  

The industry possesses all the expertise and resources needed to deliver the highest levels of wealth management services at far lower costs.

Institutionalised self interests and ignorance have prevented the widespread development of ethical, value added, personalised wealth management services.
While it is time that the consumer had a greater say in the standards and costs of the services and products they receive, it is difficult for them to do this without the necessary expertise and experience. 

TAMRIS is a necessary and independent medium between the private investor and the financial services industry providing impartial and objective analysis with regard to how assets are being and should be managed.    
Its strengths lie in its financial and intellectual independence and its core expertise in the structuring, planning and management of assets to meet financial needs over time.
For further information on TAMRIS services and TAMRIS educational resources, please contact Andrew Teasdale at the TAMRIS Consultancy.  


Andrew Teasdale

Andrew Teasdale is an Economist and an Investment Planning and Asset Management expert with over 20 years experience in the financial services industry.

He has significant expertise in the key areas of the asset and wealth management process.  

He has managed high net worth private client portfolios, been responsible for a top 5 accountancy firm’s portfolio management service, ran an Investment Counselling firm (UK), advised professional firms on asset management and the structure of their operations and provided economic, market and fund research and analysis for to up to 20 firms of advisors.  

He has researched and developed systems, processes and methodologies for the integrated management of assets and financial needs over time, developed software for the UK financial services market and his advanced systems were adopted in 2000 by a European Virtual Private Banking venture, headed by academics from Cambridge and Chicago and senior investment bankers.

He has written investment planning courses for the Bristol Business School and the Institute of Financial Planning (UK) in the early 1990s.

In Canada he holds the Canadian Investment Managers designation, which he took to assess the primary educational standards of the wealth management industry. 
TAMRIS believes that the needs and values of the individual investor should drive the direction and cost of wealth management services.   
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