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Our UK Financial Adviser Annual Survey series 
aims to deliver a range of insights that can  
help financial advisers with their planning.  
It covers a wide variety of issues from the  
current challenges facing financial advisers,  
to the way their strategic thinking is  
developing and the direction of travel  
for the industry.

The 2021 Schroders UK Financial Adviser Annual 
Survey was conducted in November, with over  
200 advisers sharing their views on a wide  
variety of topics. 

This report sets out the key findings from the annual 
survey. At a time when much of life has returned to 
a semblance of normality thanks to the successful 
rollout of the vaccination campaign in the UK,  
it reveals some of the ways in which the industry 
has been changed by the pandemic and how it is 
adapting to the challenges and opportunities ahead. 

We hope that you find the report informative  
and useful.
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How are clients feeling about investing?

Sentiment among advisers’ clients remains skewed in a positive 
direction. However the proportion of advisers reporting bullish 
sentiment among most of their clients has fallen since our last  
survey in May 2021. 

In May, 52% of advisers reported that their clients were bullish.  
In the current survey this figure has fallen to 41% while the 
proportion of advisers reporting neutral sentiment among  
their clients has risen from 41% to 47%. 

The number reporting bearish sentiment among most of  
their clients remains low but has risen from 8% to 12%. 

The moderation in sentiment reflects economic developments  
over recent months. While robust earnings growth has provided 
support for equities, concerns about global growth have risen  
due to the spread of the new variants. Inflation has also risen 
sharply, raising the prospect of policy tightening by the  
US Federal Reserve (Fed), and other central banks. 

Figure 1: How would you describe the sentiment among most of your clients?
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The impact of Covid-19 on retirement plans
The survey indicates that Covid-19 has had an 
impact on the retirement plans of significant 
numbers of advisers’ clients. 

43% of advisers report that some of their 
clients have brought forward their retirement 
date. This reflects a trend that is observable 
across the UK labour market. The Institute for 
Employment Studies estimates that there are 
roughly 310,000 fewer older people (especially 
older women) in work than one would have 
expected if pre-crisis trends had continued. 
Retiring at an earlier date can have significant 
implications for long-term financial well-being 

and financial advisers have a key role to play in 
ensuring that their clients have the right plans 
in place to achieve their desired outcomes. 

However, 38% of advisers also report that  
some of their clients have delayed their 
retirement date as a result of changing 
priorities. According to survey data from the 
Office for National Statistics, those who have 
been working from home are more likely to  
say they are planning to retire later compared 
with those who have not.

Figure 2: As a result of the impact of Covid-19, did any of your clients who were 
approaching retirement do the following:
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43%
of advisers report that some 
of their clients have brought 
forward their retirement date
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Longer-term market trends – what advisers expect 
The major change in long-term 
expectations has been around inflation 
and interest rates. Concerns about the 
impact of environmental change also 
remain elevated with 71% expecting  
this to trend higher.

Given the focus on inflation in much of 
the recent economic commentary, it’s no 
surprise that inflation expectations have 
increased significantly. 75% of advisers 
expect higher inflation over the next five 
years and 79% expect higher interest 
rates, a sharp rise from previous surveys.

Growth expectations have moderated 
slightly since May but 58% still expect 
growth to trend higher.

77% of advisers expect equity returns 
to remain around long-term historical 
averages. However, the proportion of 
advisers expecting lower equity returns 
(20%) is now higher than the number 
expecting returns to exceed historical 
averages (9%). Sentiment on bond 
markets is significantly more negative 
overall, with 48% of advisers expecting 
returns to be lower than long-term 
historical averages.

75%
of advisers expect  
higher inflation over  
the next five years

79%
of advisers expect  
higher interest rates

58%
of advisers still expect  
growth to trend higher
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Figure 3: How would you expect the following to trend over the next 5 years?

0%% 20 40 60 80 100

Global growth

UK growth*

Inflation

Interest rates

Disruption related to
technological advances

Disruption related to changes 
in the environment

Disruption related to geopolitics

Market volatility

Equity market returns relative to
longer-term historical averages

Bond market returns relative to
longer-term historical averages

Higher

Nov-19 Nov-20 May-21 Nov-21

020406080100

Lower

*New question in May 2021.

2021 UK Financial Adviser Annual Survey 
Adviser Report

7



Inflation and asset allocation
Overall, advisers rate changing inflation expectations 
as the most significant current influence on their 
clients’ portfolio selection or construction, ahead  
of changing interest rate and growth expectations.

The survey suggests that there has been a significant 
allocation away from bonds over the past 12 months. 
Funds have been reallocated predominantly into 
developed market equities with over 50% of advisers 
reporting an increased allocation to the UK.  
This implies renewed confidence in the domestic 
market post Brexit. 35% of advisers also report an 
increased allocation to alternatives. Advisers expect 
these trends will largely persist over the next year.Figure 4: On a scale of 1 to 5 (1 being the least, 

5 the most), to what extent are changing 
expectations on the following an influence on 
your clients’ portfolio selection or construction? Figure 5: Change in client asset allocation over the last 12 months 
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Changing attitudes to sustainable investing

COP26 has firmly put climate change and sustainable 
investing on the agenda. Whilst there might be differing  
views about the achievements of COP26, 64% of advisers 
believe that it will lead to an increased demand from clients 
for sustainable investments. 75% of advisers also reported 
seeing an increase in the number of clients asking for 
sustainable investment options over the past 12 months.

In addition to COP26, in the wake of the pandemic,  
and with concerns about the changing climate  
exacerbated by the incidence of ‘freak’ weather  
events, sustainability considerations are finally  
entering the investment mainstream.

80% of advisers now specifically consider sustainability  
and ESG factors as part of their fund selection process.  
This is up from 74% in 2020 and 43% in 2019, a massive 
increase in a short period of time. 

Percentage of advisers specifically considering ESG factors as part of their fund selection process: 

80%74%43%

2019 2020 2021
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Relative importance of E, S and G when investing
It’s probably no surprise that among 
advisers’ clients, environmental 
factors are rated as significantly more 
important than societal or governance 
factors when selecting an investment. 

Advisers themselves have a more 
balanced view of the importance of 
each factor, although they also believe 
the environmental factor is the most 
important. Advisers rate governance 
factors above societal factors in 
importance, perhaps reflecting a greater 
awareness of how poor governance can 
impact the share price of a company 
and also the interplay between the  
three factors.

Figure 6: On a scale of 1 to 5 (with 1 being least important, 5 being most important), how important are the 
E, S and G factors of ESG when selecting an investment?
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Talking to clients about sustainable investing
Confidence in talking to clients about sustainable 
investing is improving overall, although 51% of the 
advisers surveyed still rate their confidence level as 
middling or below on a scale of 1-5.

Whilst 25% of advisers rate their confidence in this 
area as very high, we continue to see demand from 
advisers for training and support on ESG particularly 
against a backdrop of ongoing regulatory changes 
around suitability and the labelling of sustainable 
products. At Schroders, we anticipate the introduction 
of further regulation in these areas in 2022.

It is also important that as a provider of sustainable 
investment solutions such as model portfolios that we 
produce high quality reporting to demonstrate the 
positive impact which a client’s investment is delivering 
towards people and planet.

Figure 7: Rate your level of confidence about talking to clients with consistency about the 
terminology, regulation, integration and behavioural implications of sustainable investing 
on a scale of 1 (very low) to 5 (very high)
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Outsourcing trends
67% of the advisers surveyed use outsourced  
portfolio management services.

21% of advisers surveyed make extensive use 
of outsourced portfolio management services, 
outsourcing more than 50% of client assets.

We continue to see a rise in the use of outsourced 
investment solutions with 16% of advisers  
reporting an increase in their use of outsourced 
portfolio management in the last year. 

Figure 8: What percentage of your clients’ assets are managed externally through outsourcing portfolio management?
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Reasons for outsourcing
The two factors rated most important in reaching a 
decision to outsource portfolio management are ‘more 
time to spend with clients’ and ‘access to investment 
expertise and resources’; these remain the same from 
the last survey. This is unsurprising in light of the 
extremely challenging market conditions created by 
the pandemic and the increased amount of time that 
advisers devoted to servicing their clients’ needs. 

Our conversations with advisers indicate that many  
of the factors influencing a decision to outsource  
are inter-related. As an example, the increasing 

burden from regulation such as MiFID II reporting  
on charges and portfolio depreciation can be linked  
to operational effectiveness. For some advisers,  
access to investment expertise and resources is  
very much related to the requirement to offer a 
sustainable solution and integrate sustainability  
into their selection processes. Many are still  
on a journey with this and therefore feel more 
comfortable with using an investment partner  
for their sustainability offering to clients. 

Figure 9: How would you rate the following in reaching a decision to outsource portfolio management?
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Selecting an outsourced solution

Performance is the governing factor for most advisers 
when selecting a Model Portfolio Service (MPS) or  
multi-asset fund solution with over 70% ranking it 
1 or 2 on a scale from 1 (most important) to 6 (least 
important). This is followed by cost and service.

We continue to see activity in the market on MPS  
costs. Most providers have now removed VAT from 
their management charge, and both passive and 
blended solutions are becoming more prevalent. 
It’s important that an investment partner can offer 
a range of styles to ensure a broad range of client 
outcomes. It’s equally important that both multi-asset 
funds and model portfolios are available, as factors 
such as taxation need to be taken into account when 
selecting the appropriate solution for a client. 

However, as the adviser is in control of the  
client relationship, it is also important to select  
a partner who can continue to deliver a high  
quality service through regular adviser and  
client reporting, portfolio updates and access  
to the investment experts. 

Figure 10: Rank the importance of the following 6 factors in selecting a model portfolio 
service or multi-asset fund solution for your clients from 1 (most important) to 6 (least important)
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Adviser business challenges
Each year we ask advisers to rank the key business 
challenges that they are facing as they look towards 
the following year.

Regulation consistently remains the number one 
business concern for advisers with PI cover in second 
place. With ongoing regulation on ESG investing and 
the new Consumer Duty regulation on the horizon, 
this is hardly surprising. 

However, concerns about succession planning 
have risen significantly, putting this into third place. 
Perhaps the pandemic has focused the minds of 
significant numbers of advisers on planning for  

their own retirement from the industry. Alternatively, 
the continual M&A activity, healthy multiples being 
offered by the PE providers or indeed the pressures  
of regulation and PI cover could also be driving this. 

Finding new clients, which was the second biggest 
concern for advisers a year ago, is no longer seen as 
such an issue and the ranking of this has dropped 
dramatically. With the relaxation of Covid related 
restrictions, advisers can now meet with prospective 
clients on a face-to-face basis. This can be a great help 
in financial planning meetings and when establishing 
new relationships. 

Figure 11: From the following list, select the area you are most concerned about relating to your 
business going into 2022
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How are advisers segmenting their client base?

Since the PROD rules came into effect in January 2018, 
advisers have been required to ‘identify the target 
market’ and their distribution strategy using 1) the 
information obtained from manufacturers and 2) 
information they have on their own clients.

This had led to more advisers segmenting their clients, 
in order to clearly identify the associated products  
and services to be delivered.

It’s interesting to note that the number of advisers 
segmenting their clients has changed markedly  
from 66% to 59% although still above pre PROD  
levels. However, what is of greater interest is that  
the proportion of advisers segmenting their clients  
by life stage has more than doubled to 35% whilst 
those segmenting by asset size alone has fallen 
significantly from 69% to 46%.

We have long believed that this is a more appropriate 
way to segment the client bank and it is therefore 
encouraging to observe this change. 

Figure 12: If you segment your client base, 
what basis do you principally use?
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Fees
The 1% world is gone! Only 2% of advisers reported 
charging more than 1% and less than a third charge 
somewhere between 0.75% and 1% which is a drop 
from nearly 40% in 2019.

There are currently price pressures right across the 
value chain and 33% of advisers indicated feeling a 
downward pressure on their fees.

Figure 13: What is your average % fee based on assets (approximately)?
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Wealth transfer
74% of advisers view the impact of wealth  
transferring between generations as an  
opportunity for their business. 

However, only around one-third of advisers  
surveyed have a specific proposition for targeting  
the transfer of family wealth to the next generation, 
unchanged from our last full survey in 2020.

Figure 14: How do you view the impact of wealth transferring between generations on your business?
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The next generation of investors
Whilst advisers are indicating that wealth transfer  
is an opportunity, our survey suggests that  
advisers are still focusing their efforts on older, 
wealthier clients. 

48% of advisers report that the average age profile of 
their clients has increased over the past five years and 
the age profile of clients remains largely unchanged.

Few of the advisers surveyed have a differentiated 
strategy for younger investors (21%) But this is  
hardly surprising given that they believe that the  
next generation are not prepared to pay for advice 
and are not profitable.

Perhaps technology can help to deliver low cost,  
light touch propositions. But what is of greater 
concern is that the number of advisers prepared  
to give advice to those with less than £50k to invest  
has reduced sharply from 52% in 2019 to 39% today  
- a challenge for both wealth transfer and engaging 
with the next generation but also doesn’t help to 
address the savings gap. 

Figure 15: What is the average age of your client base?
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Engaging the next generation

There is plenty of evidence to suggest that many 
young people are far more engaged with financial 
matters than we might think. For example, on TikTok, 
the hashtag ‘investing’ has accumulated more than 
one billion views. What constitutes ‘investing’ on TikTok 
and many other online forums however is another 
matter, with much of the content focusing on get rich 
quick opportunities through cryptocurrencies and 
other, often unregulated, activities carrying a very  
high level of risk. 

The reality, is that many young people are very 
interested in making the most of whatever money they 
have got, but just not in a traditional way. They are 
actively seeking out and being pushed online content 
and engaging in instant messaging and group chats. 
As a result, when they do make their first foray into 
investing, this often involves purchasing Bitcoin or 
other crypto assets online.

Only around 1 in 5 advisers surveyed view the 
rise in investing in Bitcoin and other crypto assets 
predominantly among the young as a threat to their 
business. However, we believe that this could be a 
greater threat than many think. If there is a lack of 
engagement from advisers, then perhaps when the 
next generation inherits wealth, they will be more likely 
to work with an online investment proposition as many 
may develop further to offer hybrid advice services.

 Figure 16: How do you view the following challenges to engaging the next generation?
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Transfer of wealth: Female clients

Whilst much of the commentary on wealth 
transfer (or indeed wealth retention) is focused 
on transfer to and engagement with the 
next generation, the importance of women 
is often overlooked. Research indicates that 
approximately two-thirds of baby boomer 
wealth is held in joint households where  
the first point of wealth transfer is typically 
from a husband to their wife1. It is further 
suggested that 70% of widows move to a  
new financial adviser within the first year  
of their partner dying2. 

1 Source: McKinsey, 2020

2  Source: Centre for Economics and Business  
Research (CEBR), 2020

Research into this issue from Schroders can 
help advisers understand women’s concerns 
around investing, their perceived lack of 
confidence, the areas of financial planning 
the are important to them and how to avoid 
stereotyping to deliver a more focused advice 
proposition. This could be helpful as our 
research continues to show that very few 
advisers (less than 7% in this year’s survey)  
have a strategy for retaining, attracting  
and advising women. 

93% of advisers don’t have a differentiated  
sales and marketing strategy for female investors
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Key takeaways

Markets have been less volatile this year  
than last and the successful roll out of 
the vaccine has facilitated a return to a 
more ‘normal’ life. However 2021 has not 
been without its challenges. We are now 
experiencing increasing inflation and potential 
interest rate rises while ongoing regulatory 
changes continue to deliver uncertainty. 

Against this backdrop advisers have 
continued to rise to the challenge 
and deliver excellent advice to clients, 
albeit to a typically wealthier and older 
demographic.

As many advisers start to look towards 
retirement and exit strategies, a focus 
on increasing business efficiency 
through outsourcing the investment 
proposition can be seen. However, 
strategies on wealth transfer do not 
appear to be bearing fruit and the 
lack of engagement with the next 
generation, and lack of strategies 
for advising women, could damage 
future income streams and business 
valuations at the point of exit.

The continual rise in client demand for 
sustainable investment products and 
significant increase in the inclusion of 
ESG factors when selecting investment 
solutions for clients is extremely 
encouraging. As asset managers and 
financial advisers, we all have a part 
to play in supporting the ability for 
people to believe that they can invest 
their money to deliver positive impact 
for people and planet and the survey 
demonstrates progress in this area.  
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Adviser toolkit

Schroders have a range of material available to 
support your client conversations, including:

 Ȃ A practical guide to sustainable investing

 Ȃ A practical guide to intergenerational  
wealth transfer

 Ȃ Female clients and the transfer of wealth

 Ȃ PROD, your firm and your clients

To find out more about these topics  
and our investment solutions, visit  
www.schroders.com/investment-solutions, 
contact your usual Schroders representative or call 
our Business Development Desk on 0207 658 3894.

A practical guide to 
sustainable investing 

Marketing material for 
professional clients only

A practical guide to 
intergenerational  

wealth transfer

Marketing material for 
professional clients only

 A WHITE PAPER FROM

Marketing material for 
professional clients only.

Taking The Reins:  
Female Clients and 

the Transfer of Wealth 
September 2021
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