EXPERT INSIGHTS

Towards a new model for advice
Transformation is gathering pace across the international advice market, but being able
to demonstrate the value of advice to clients remains a challenge, say Ian Kloss and
Mark Christal of Old Mutual International (OMI).
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in helping customers reach their financial goals and focusing services for each
customer individually – not just based
on portfolio size.
OUTSOURCING ON THE RISE
To address some of the hurdles in delivering advice in a more relevant way,
outsourcing to investment experts is
becoming increasingly popular. When
asked specifically in the survey about
their use of discretionary fund managers (DFMs) or discretionary portfolio
service (DPS), 64% of advisers said their
use will increase in the next 12 months.
IAN KLOSS
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Clarity on insurance
offerings
The OMI survey also shows
that 25% of advisers in Asia
are unaware of the difference
between universal life (UL)
insurance and variable universal
life (VUL) insurance (50% are
aware and 21% are very aware).
Yet since low interest rates in
the past few years provided
attractive premium financing for
leveraging universal life policies,
Kloss says the findings are
perhaps not surprising, since UL
has been sold in the region for
many years.
However, he believes it is
encouraging that a greater
proportion of advisers are
now becoming aware of the
alternatives – one of which
is VUL.
“Although some advisers believe
increasing interest rates have
limited impact to premium
financing, the dynamic may
change when the cost of
borrowing continues to rise
whereas policy return cannot
match or lag behind,” says Kloss.
The beauty of VUL, he explains,
is that it accepts transfer of
existing assets as premium so
clients don’t have to liquidate.
“Therefore, current interest
rates and premium financing
have little or no impact on the
suitability of the product.”
Further, VUL has the flexibility
to invest in a wide range
of assets offering a better
investment opportunity whilst
providing the life cover needed.
“It also has the freedom to dial
up or dial down the insurance as
and when needed,” adds Kloss.

