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Press Release                 

June 26th 2013
Retention Products At Odds With MMR Principles
Retention products are unlikely to satisfy client suitability principles in the post Mortgage Market Review (MMR) environment, according to Personal Touch, one of the UK’s largest mortgage distributors.
Neil Hoare, head of lending at Personal Touch, explains:

“The MMR puts advice at the heart of the business model both in terms of affordability and future income but the current mortgage retention model has the potential to create a conflict between the role of the lender and the adviser.  How can a lender offer a retention product without understanding how the client’s circumstances may have changed since the advice was first given?  

“The client may have a great payment record over the past 18 months and have a good score on rating agencies, but this is not an indication that they can comfortably achieve a further 2 years of meeting affordability requirements.  We know the lender has to absorb the risk of the mortgage - whether the client reverts back to the standard variable rate or not. But the current retention process contradicts the fact that the client initially needed professional advice and had the intention of getting further advice in 2 years’ time to reflect any change in circumstances.” 
Hoare continued: “We believe there are some important issues and questions outstanding which the industry and the regulator needs to address before the implementation of MMR: 

Should advisers be highlighting to clients that their advice is only valid for 18 months and if they choose to take advantage of a retention product then the liability for ‘suitability’ moves to the client? 

For most advisers the client with a mortgage in place is still a client and helping them through the retention process would just be a normal part of the overall service, but does product retention without advice go against the spirit of the MMR? 

The question over retention letters should not be whether the client wants to save themselves a few pounds by avoiding falling onto an SVR, it should be do they need advice? If the answer is no then a retention product could be right and it should carry the appropriate risk warnings.  If it’s a yes, then the adviser who has the full picture of the client’s circumstances should be the first port of call.

Summarising, Neil Hoare said:
“As an industry we are too proactive in tempting clients to make decisions purely based on price and an assumption that nothing has changed in their lives since we last saw them. The mortgage market review promotes advice, expertise, constant review and assessment of affordability now and in the future.  How the retention process fits into this culture has yet to be seen.”
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Notes To Editors
Personal Touch Financial Services is the UK’s largest privately-owned professional adviser network.  Established in 1994, the Company is authorised and regulated by the Financial Conduct Authority (FCA).

Personal Touch Financial Services provides business, technical and regulatory support to a community of more than 600 highly-qualified member firms, with a focus on the mortgage and protection sector.

Vision 2013 is designed to reflect the core principles of the new post-RDR era with transparency and fairness uppermost.  Personal Touch is committed to running a client-focused organisation with professional standards and service quality at the core of this. 
A new management team was appointed in 2012 headed-up by Chief Executive Officer, Max Wright.  The team of board directors, senior management and staff are committed to ensuring adviser members are given all the support they need to deliver professional, impartial financial advice to clients, whilst maximising income with complete cost transparency.
In its investment and pensions operation, Personal Touch operates a broad-based, restricted advice proposition with professionally qualified advisers supported by dedicated bespoke technology, compliance and business development resources.  Adviser members benefit from the additional support of a robust PI policy giving legal protection which can otherwise cost firms considerable additional expenditure.
Distributing a diverse range of products from a comprehensive panel of major and specialist lenders, the company has four main areas of business:
· Protection

· Mortgages

· Investments and pensions

· General Insurance
Other more specialist business areas include:

· Private medical insurance 

· Equity release and loans
