
IC select welcomes the 
Competition and Markets 
Authority (CMA) final 
report which demands higher standards 
of governance and greater transparency 
in trustees’ engagement with investment 
consultants and fiduciary managers.   

However, whilst the final report meets the 
objectives of the CMA we believe it could 
have gone further. 

The review identified that adverse effects 
on competition existed in both the fiduciary 
management and investment consultant 
markets, and highlighted poor past practice in 
both markets. These centred around conflict 
of interests, poor fee and performance 
transparency, misleading marketing statements, 
lack of competitive tendering by advisory 
firms when switching their clients to fiduciary 
management, and a lack of challenge from 
trustees around their investment strategy. 

The CMA 
Review: 
necessary but 
not sufficient.

THE CMA REMEDIES 

The final remedies are a necessary start, but still not sufficient to 
address outstanding investment governance issues in this area. 

This is not a surprise given the CMA were looking at whether the 
market is competitive, not at how scheme governance can be 
improved. The CMA published its Draft Orders on 11th February 2019 
and, following final consultation, we expect enactment of the Final 
Orders by the end of June 2019, which means they will all come into 
force from 1st January 2020. 

In this article we focus on the remedies mandated by the CMA that 
relate to fiduciary management, the implications for trustee boards, 
and look at what the CMA didn’t do that would have improved 
investment governance. 

The list below highlights the remedies proposed by the CMA for 
fiduciary management. 

Remedy 1: Duty on trustees to carry out a competitive tender before 
awarding a fiduciary management mandate of 20% or more of their 
scheme assets for the first time. If they have already delegated the 
assets to a fiduciary management provider, but did not carry out a 
competitive tender, then they must do so within the later of five years 
of the initial appointment or two years from the orders applying. 

Remedy 2: Require investment consultancy firms that also offer 
fiduciary management services to separate their marketing of fiduciary 
management from their provision of investment consultancy advice.

Remedy 3: Recommendation that TPR provides guidance to pension 
schemes on running competitive tenders for fiduciary management. 

Remedy 4: Fiduciary management providers to disaggregate fees 
for current customers, including providing enhanced disclosure of 
underlying investment fees. 

Remedy 5: Fiduciary management providers will be required to 
provide more information about their fees to prospective customers, 
including costs relating to transition or exit. 

Remedy 6: Fiduciary management firms will be required to report 
their performance track record to prospective customers using a 
standardised methodology. 
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MANDATORY TENDERING:     
THE IMPLICATIONS FOR TRUSTEE BOARDS

The central remedy proposed by the CMA that directly affects trustee 
boards is the requirement to run a competitive tender to appoint 
a fiduciary manager. Unlike the other recommendations, around 
standardised performance and fee disclosure, that put the onus on 
the fiduciary manager to ensure compliance, this remedy requires 
the trustees to ensure compliance or the fiduciary manager will be 
prohibited from working for them. This remedy applies not only to 
new tenders, but also to historic appointments where no competitive 
tender was originally held. All these historic appointments will have to 
be retendered within five years of the order coming into effect.

There will be many retenders required, potentially over 400 full and 
partial fiduciary mandates. However, the capacity of third party 
evaluators, like IC Select, to support trustees in this vital and complex 
area is limited. This will put additional pressure on trustee boards to 
manage these tenders on their own. 

Fiduciary managers are likely to be fussy about the tenders they 
participate in, given the work required, and are liable to be increasingly 
choosy about the tenders they participate in, adding further difficulties 
for trustees.

CMA have requested that the Pensions Regulator provides guidance 
for trustees on how to run a successful tender. This guidance is needed 
today, not in nine months, so trustees wishing to appoint a fiduciary 
manager can get on with the process. So, here are IC Select’s top tips to 
running a successful invitation to tender (ITT):

1. Clearly define your needs and requirements. Typical areas for 
trustees to consider are the level of delegation they are comfortable 
with, their investment beliefs (e.g. active or passive, allowable asset 
classes, hedging views), fee sensitivity, given that greater sophistication 
and diversification generally costs more, and their attitude to using a 
fiduciary managers in-house funds given the conflicts of interest this 
can pose. Like buying a car, the clearer you are about what you want 
the easier it is to find the right match 

2. Tailored ITT focusing upon trustee requirements. This focuses 
upon what matters most to the trustees and invites higher quality and 
more cost effective responses from the fiduciary managers which, 
consequently, become easier for the trustees to evaluate and rank. 
Taking the time upfront to get this right saves time and improves 
decision making. IC Select’s analysis of the fiduciary managers shows 
that these firms are not homogenous, often offering distinct and 
contrasting investment solutions 

3. Site visits matter. Fiduciary management is more like a marriage 
than a date and investing time upfront, getting to know your future 
partner, bodes well for a long, successful relationship 

4. Using a skilled third party evaluator to run the search pays. 
Running a high quality and efficient process isn’t easy. Using an 
experienced third party evaluator who really understands the market 
can save money and, more importantly, improve the quality of 
the result. In our experience it results in greater engagement and 
ownership from both the trustees and the sponsor, significantly 
improving the likelihood of the right selection decision. 

WHAT’S MISSING FOR TRUSTEES?

Investment governance has become well developed for trustees 
working with an investment consultant. It is now standard practice 
for the investment consultant to provide ongoing oversight of any 
fund manager used as part of the investment solution, even when 
their proportion of assets is quite small; indeed, most trustees 
would feel exposed if this oversight did not exist. In addition, when 
appointing any manager to run a pooled fund investment, even if 
this were a passive manager for a small part of the assets, trustees 
are required by law to take advice. 

This advice is now also seen as 
central when appointing a fund 
manager to a segregated manager.

The CMA has made no similar requirement for oversight 
and advice for trustees that appoint a fiduciary manager. 
We believe this is because such a remedy would only 
improve the governance of pension schemes and would 
not change the competition between fiduciary managers 
which was the CMA’s only objective. Nevertheless, it 
seems absurd to us that trustees would delegate 100% of 
their assets to a fiduciary manager without appropriate 
advice, and even more absurd that they would expect no independent 
oversight of the manager once appointed given that this has been 
normal for managers running small parts of their assets historically. 

We would therefore recommend that any trustee board appointing a 
fiduciary manager takes expert advice and that they should demand 
and expect a section 34 or S.36 advice letter from their adviser to 
demonstrate, in the future, that they took appropriate advice. In 
addition, when appointing a fiduciary manager, they should ensure 
from the outset that they have implemented an appropriate oversight 
structure so that they are immediately aware of any changes at the 
fiduciary manager that could affect the management of their assets, 
and that the assets are being managed in line with their guidelines.

One thing is clear; trustees will be judged today by the standards 
of tomorrow. This demands higher governance standards by 
trustee boards going forward.
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