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1 EXECUTIVE SUMMARY 

As a business and technology consultancy specialising solely in financial services, 
Altus has extensive experience working with clients in the UK market, including 
investment platform providers, life companies and retail banks. With practical 
involvement in both system and business issues across the pension and investment 
sector we welcome this opportunity to respond to the Financial Conduct Authority 
consultation on handbook changes for the Lifetime ISA. 

 



CP16/32 Consultation Response Unrestricted FCA 

 

FCA/CP16-32/RESP/1 25/01/2017 Issue 1.0 3 
 

2 ANSWERS TO QUESTIONS 

Q1:  Do you have any comments about the impact of our proposals on equality and 
diversity? 

We have no other comments, the equality issues relate to government not FCA 
policy. 

Q2:  Do you agree that the risk categories we have identified capture all of the relevant 
risks the LISA poses to our objectives? If not, which categories or risks would you 
add to or remove from our list? 

We agree with the risk categories that the FCA have identified. Under the 
“contribution” risk however we believe that there is a risk of the annual LISA limit 
“anchoring” consumer expectations of a “sufficient” contribution (whether to pensions, 
or to buying a house). Given the limit imposed by HMRC it is likely many consumers 
would need to invest additional amounts via other vehicles (e.g. ISA, pensions) to 
achieve their objectives. 

We agree that there is a risk that investors may change the objective of their LISA 
(e.g. from purchasing a house in the short term to general investing for later life). 
However the risk is not merely that they may remain invested in unsuitable 
investments (in particular cash deposits), but that they may remain with an unsuitable 
LISA provider – unaware that it is possible to transfer between cash-only LISAs and 
investment ISAs. 

Whilst pre-sales disclosure of this risk is necessary, we are concerned that in reality it 
may be ignored or forgotten by customers. We would suggest that the FCA consider 
ways in which consumers could be periodically reminded of these risks (e.g. via clear 
risk statements on annual statements). For example a customer who buys a home 
without using their LISA savings (maybe with a partner, or using an inheritance or 
gift) may not remember to reconsider their LISA investment objectives and choices 
on their LISA at the time. A clear statement on the next annual statement might 
however provide sufficient prompt for them to do so. 

Q3:  Do you agree with our proposal to add guidance on information about risks that 
should be included when communicating with retail clients in relation to a LISA? 

Yes, and we believe the proposed guidance is reasonable. 

Q4:  Do you agree with our proposals to require LISA-specific information disclosures? If 
not, please explain why. 

We believe the overall approach of the proposed LISA-specific information 
disclosures are reasonable, but have comments on specific requirements. We would 
also urge the FCA to carefully consider any additional disclosures emerging from the 
consultation, to ensure that the total disclosures are so long that people will almost 
inevitably skip them. 

Under the proposed COBS 14 Annex 1 §2.3 we believe the firm should also be 
required to highlight that if a consumer concludes they should use different 
investments within their LISA it is possible to transfer LISAs to providers which offer 
different investments, including transferring between cash-only LISAs and other 
LISAs. 

We agree that providers should provide a reflection of likely returns on a LISA. 
However the table as currently constructed seems predicated on a paper-based 
disclosure regime, where customisation is unlikely. Whilst this should be retained as 
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a fall-back option we believe the regulations could be altered to allow more 
appropriate disclosure to be made where the firm wishes, e.g. for an on-line 
application the firm may already know the clients age, or choose to ask it very early in 
the process to avoid client wasting time on product they cannot purchase. In this 
case we believe the firm should be able to produce a more limited table, containing a 
row for the client’s current age (which should be highlighted) and rows for the 
standard age immediately before and after the client’s current age (if applicable) to 
allow comparison with other providers relying on generic tables. 

Q5:  Do you agree with our proposals on cancellation rights for LISAs? 

We agree that these proposals are reasonable, and that the additional time limits 
compared to ISAs are justified by the additional costs of exiting a LISA early after the 
cancellation period has passed. 

Q6:  Do you agree with our proposal to require all money held within a LISA to be held as 
client money under the client money rules? If not, please explain why. 

We agree this proposal is desirable to minimise cost and operational complexities for 
firms. 

Q7:  Do you agree with the data and assumptions used in this CBA? If not, please explain 
why. 

We agree with the assumptions used in the CBA, and that a meaningful quantitative 
CBA is not practicable. 

We are concerned that the FCA believes the provisions of the table (in terms of value 
at aged 60) would provide clients with understanding of whether their LISA provided 
adequate provision for retirement. In our experience, few retail clients can translate 
from a capital amount to an income. Given the tax differences when withdrawing from 
an ISA vs a pension, existing heuristics (e.g. the 4% “rule”) may not be appropriate 
either. However we’re not convinced that additional rules to translate this figure into 
an income would be appropriate.  

Q8:  Do you agree with the description of the costs and benefits in our CBA? If not, please 
explain why. 

We would be very surprised, given the LISA’s sub-40 demographic and the 
economics of offering a product with a £4000 annual contribution limit, if many LISAs 
were opened via a sales channel where the “durable medium” for provision of the 
additional LISA risk information would be paper. We would expect online sales to 
dominate in this demographic. Whilst the cost is not significant to the CBA we would 
be wary of any thinking based on an assumption that paper would be used for LISA 
business. 
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