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Financial Planning Reviews – Part II  

In last month’s newsletter, we looked at the first part of a financial planning review. We  
believe that an effective financial planning review should consist of two elements.  
 
The first is to take a holistic view of our client’s overall circumstances. By this we mean  
reviewing their current situation, their future plans and their immediate priorities and whether 
there have been any significant changes in these over the period since the last review. 
 
Last month we considered how we carry out this first stage with different ages of client by  
looking at the three generations of the Smith family. 
 
Once we understand the ‘big picture’, we can then focus on the different investment accounts 
which make up the client’s overall portfolio and check whether they continue to satisfactorily 
fulfil their role within the overall financial planning strategy. 
 
In this newsletter, we consider how best to go about doing this and look at how this might  
impact the three generations of the Smith family. 



Asset allocation 
 
Asset allocation is a technique for managing 
an investment portfolio that aims to balance 
risk by dividing assets among major categories 
such as cash, fixed interest securities,  
property and equities.  
 
All the research we have done convinces us 
that asset allocation is the most important  
decision we help our clients to make in  
managing their investment portfolio. In other 
words, the selection of individual funds to hold 
in a portfolio is secondary to the way we  
allocate a client’s savings across the major  
asset classes. 
 
There is no simple formula that can find the 
right asset allocation for every individual.  
However, there are two key considerations 
which can point us in the right direction. 
 

• Risk profile 
 
The first is to understand a client’s risk profile. 
This sounds simple but a risk profile can be 
made up of different factors such as age,  
personality and circumstances. 
 
For example, one of the Smith family’s  
grandchildren, who has probably accumulated 
very little asset wealth so far, may complete a 
questionnaire indicating that they have a  
natural penchant for taking risks, whilst one of 
the grandparents, who has accumulated  
significant assets, completes the same  
questionnaire indicating that they are risk 
averse. 
 
Now, who would be more likely to gamble 
£1,000 on the 3:15 at Doncaster? An extreme 
question maybe, but it demonstrates the point. 
 
We need to consider how much risk a client 
feels comfortable taking with an investment 
but also whether they have the capacity to 
take that level of risk. 
 

• Time horizon 
 
We place so much importance on  
understanding a client’s aims and aspirations 
for the future because it is such a critical  
 

element of asset allocation to understand the  
likely time horizon for any given investment. 
 
Having time on one’s side enables us to take 
more risk with our investment because, in the 
event of a stock-market crash, we can afford to 
wait for things to recover. 
 
For example, compare one of the Smith  
grandchildren, saving for their retirement, with 
one of their parents, who is due to repay their 
large outstanding mortgage liability in two years’ 
time. The grandchild, especially if they are  
making regular savings, is likely to welcome a 
couple of bad years in the stock market, whilst 
this could spell significant problems for their  
parents. 
 
Once we have a good understanding of our  
client’s risk profile and the likely time horizon for 
the specific investment, we can agree an asset 
allocation which is designed to maximise returns 
over the term of the investment whilst not taking 
risks with which the client would feel  
uncomfortable. 
 
The agreed asset allocation will serve as a 
benchmark for future reviews. The benchmark 
would only change if the client’s risk profile or  
investment objectives changed. 
 
At review meetings, it is likely that the actual  
asset allocation of an investment will have moved 
out of line with the benchmark because different 
assets will have generated different returns over 
the period since the last review.  
 
An important part of our review process is to 
‘rebalance’ the asset allocation of an investment 
back into line with the benchmark to ensure that 
we continue to maximise returns whilst mitigating 
risk. 



Fund selection 
 
As anyone who spends any time looking at individual investment funds will tell you, it is notoriously 
difficult to pick the funds that will be the top performers in the future.  
 
Within most of the investments we recommend to our clients, there are in the region of 4000  
collective investment funds to choose from and it is easy to get lost in statistics, when trying to  
decide which are best. 
 
Although we feel it is better and more profitable for our clients to get the asset allocation right, we 
still seek to do our best to recommend what we believe will be competitive individual collective  
investment funds. 
 
Within Breed Elliott, to help us with fund selection, we work with a specialist fund analyst to help us 
to identify the individual funds which we believe offer the best prospects for competitive  
performance in the future. 
 
In addition, the five partners within our firm meet on a regular basis as our Investment Committee 
to analyse fund data and statistics to identify individual funds which we may want to add or take 
away from a client’s portfolio. 
 
At a typical review meeting, we will then discuss with the client any changes in the individual fund 
selection we would recommend and, if the client is happy to proceed with our recommendation, we 
will then instruct the relevant investment provider to carry out the changes. 
 
Tax considerations 
 
A final consideration within a comprehensive financial planning review is to understand the current 
legislation with regard to taxation, such as income tax, capital gains tax and inheritance tax and 
how any of this may impact on our planning. 
 
Changes in our client’s circumstances may lead to changes in how they are being taxed which 
may, in turn, lead to opportunities with their financial planning. 
 
For example, one of the Smith parents may have retired and not be due to receive their State  
Pension for a few years. Might this present an opportunity to use their private pension plan to  
provide an income which will, at the very least, use up their income tax personal allowance so that 
they can extract money from the pension plan with no liability to income tax? 
 
Furthermore, changes in tax legislation can also offer opportunities.  
 
For example, if one of the Smith grandparents dies, the value of their ISA investment will become 
the maximum ISA allowance for the surviving spouse. This means that the whole of the deceased 
grandparent’s ISA can effectively be transferred into the surviving grandparent’s ISA. 
 
Just two examples of how considering tax changes can create opportunities to improve the overall 
financial plan. 
 
Summary 
 
We believe that the regime and discipline of undertaking regular reviews is fundamental to the  
success of any financial plan and we hope that these two newsletters have been a useful guide on 
how we aim to conduct effective reviews.  
 

 

 



If you have received this email in error, please contact us on the email below with your correct details or removal request  
neilmiller@breedelliott.co.uk 
 
The information contained in and transmitted with this email is confidential and/or privileged and intended only for the person 
to whom it is addressed. Any unauthorised use, retransmission, dissemination or action undertaken based on this information 
by persons, or entities other than the intended recipient, is strictly prohibited. 
 
The information contained in this newsletter is for information purposes only and does not constitute advice, if you don't  

understand any of its contents we recommend you seek Independent Financial Advice. 
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Interest Rates 
(BOE base rate) 
  
  

  
  

0.75% 
  

  
  

0.75% at 
30/11/19 

  
  
The official bank rate is 0.75%. 

  
  
House Prices 
(Nationwide) 
  
  
  

  
  

House prices 
increased by 
2.6% in 2018 

  
  

House prices 
up by 0.5% 
at 30/11/19 

  
  
Annual house price growth remained subdued 
at 0.8%.  

  
  
UK Share Prices 
(FTSE 100) 
  
  
  

  
  

7142.83 

  
  

7362.79 
at the close on 

29/11/19 

  
 
The FTSE 100 rose by 94.79 points in 
November. 
  


