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Wouldn't it be nice if all private
wealth managers worked this way?

Fyou're setting up onyourown,

the easy thing is to do what

you've been doing—and hope a

fairwind and your contacts book

will pull you along. It's much
harder to attempt something quite dif -
ferent — one that will win you few
friends in the industry you're in.

Thatwas the choice facing David Scott
and, to hisimmense credit, he took the
latter route. Not only that, he might,
just might, change how banking goes
about its business, and benefit all
of us.

I'say might becauseit’s still early days
and there’s always a lot that could go
wrong.Butintwo years, Scotthas seen
the assets under management at his
Vestra private wealth management firm
grow from zero to £2.2 billion. Itis on
targettoreach £2.4 billion this month.

Chris
Blackhurst

City Editor

He has now got 2600 clients serviced
by the 130 staff at the Vestra offices
in Cornhill.

Notonly did he do thatin the teeth of
savage recession but he also went
againstthe grain. Scottused torunthe
UK private-client wealth management
and stockbroking side of UBS. When
he set up Vestra (he took 70 colleagues
with him, which led toa court case) in
2008, he didn't follow the UBS and
traditional investment management
model — he decided to charge aflat fee
of 1%. Any commission Vestra receives

onthe productsitsells toits customers
is paid back to them.

“I thought it was the only way to do
it,” he said when | caught up with him
last week. “It avoids all the obfuscation,
thelayer upon layer of fees. | could be
sellinga product toyou and you'd had
no idea of what | was getting — which
of course is my incentive for selling it
toyou. Youwouldn'tknow that | could
be on 3%-4% commission. With us, it’s
1% of the funds under management —
that'sit.”

Whatis remarkable about thisis that
Scottis prepared to turn money away
— Vestra still gets the commission but
repays it to the client. So instead of
making a possible 3%-4%ononeprod -
uct, it receives just the 1% charge.

“This is a lot more transparent,” he
says. “There’s nothing wrong with

Growing apace:
after two

years, Scott
boasts 2600
clients, with
assets under
management
heading toward
£2.4billion

commission, provided the client
understands it is being paid and how
much the person they're dealing with
is collecting. But that’s not what |
found. Clients did not know how much
they were being charged.
“Onastructured product that paid 7%
to the client, for example, there could
be a hidden 4.1% going to the adviser
thatwas notgoingtotheclient.So over

all, the product was earning 11.1% but
the client did not have a clue.”

In theory, investors can glean how
much commission is being paid — but
only if they ask, or if read the small
print.Eventhen, they can be subjected
to so much waffle as to make the
answer impossible to determine.
Scott’s solution is straightforward, no
frills, no gimmicks.

“It's like going to a heart doctor.
Asyoullie onthe operating table, would
you like the peace of mind knowing
that he’s putting in the valve that he
considers to be the best for the job or
the valve that heis being paid the most
toinsert?”

Putlike that, therereally isonly one
answer. Good luck to him — I hope his
success will make others sit up and
take notice.



