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Financial regulators repeatedly warn of unfair practices in the retail investment space: high 
fees, poor advice, low transparency, etc. But nothing compares to real-life examples.    

In which vein, Eriswell has offered complimentary portfolio Health Checks to retail investors 
since mid-July. Shining a light into these dark spaces has revealed some truly parasitic 
creations sneaking around in the financial gloom.  

Supreme Court Justice Louis Brandeis famously remarked, “Sunlight is the best disinfectant”. 
So here goes: 

 

Parasitic or Contributive Structure? 
Names have been changed to protect identities.  

STEP 1:  About 25 years ago, Sarah started to invest in a pension offered by “Asset Manager 
A” (large UK asset manager). 

STEP 2:   Recently, ‘Asset Manager A’ sold part of its pension business to ‘Asset Manager B’ 
(another large UK asset manager) for a large sum of money.  Asset Manager B charges circa 
0.7% to manage these new funds, which it discloses to Sarah. No investment advice is 
included. 
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STEP 3:  We found that Asset Manager B doesn’t actually manage its new funds. It passes 
them straight back to Asset Manager A’s ‘Master Pension Fund’, which charges 0.5% per 
annum.   

So, Sarah is paying 1.2% per annum in fees to 2 separate UK service providers, of which only 
one is visible on her pension statement.  Sarah receives no investment advice from either of 
them, and has no log-in to see what is going on. This limited-mandate/limited-visibility 
combination immediately set off our alarm bells.  But wait…..  

STEP 4:  Asset Manager A’s Master Pension Fund does not directly manage Sarah’s money 
either! It sub-allocates to about 20 Asset Manager A internally managed funds which charge 
additional fees of around 0.1% per annum.  That’s now about 1.3% per annum in total, and 
there’s more….. 

STEP 5:  Asset Manager A’s Master Pension Fund instructs transactions in its internal funds 
which trade on bid/ask spreads of between 0.2% and 1.7%, far more than comparable 
publicly listed funds.  We estimate these internal transactions add another 0.25% per annum 
in fees and internal transaction costs add another 0.4%. 

So, Sarah ends up paying 1.95% in total annual fees against the 0.7% Asset Manager B 
discloses.  

THE BOTTOM LINE 
Asset Manager A has a clear conflict of interest: it can increase its revenues at a time of its 
choosing by churning the funds in which Sarah is invested.  

Asset Manager B – lawfully – only discloses its share of the total fee chain. Meanwhile, the 
absence of a log-in and comprehensive reporting makes it almost impossible for Sarah to 
figure out what is going on.  

Through no fault of her own, we estimate Sarah has ended up paying 1.95% per annum for a 
service which should have cost about 0.5%.  

Excess fees of circa 1.5% per annum will erode 41% of Sarah’s pension over her expected 
working life and will have done considerable damage to date. Abraham Lincoln might call 
this, a structure of the service providers, by the service providers, for the service providers. 

We call it a disgrace.  

Request your free Portfolio Health Check email: info@eriswell.com 

mailto:info@eriswell.com
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Important Disclosure 
This document is issued and approved by Eriswell Capital Management (UK) LLP (“Eriswell”), which is authorised and regulated by the Financial Conduct 
Authority (the "FCA"). The information contained in this document is strictly confidential and intended for distribution to persons who are either institutions 
or other investors who meet the “Retail”, “Professional” or “Eligible Counter Party” classifications as defined by the FCA.  Furthermore, the information 
contained in this document is strictly confidential and may not be reproduced or further distributed. The information and opinions contained in this document 
are subject to updating and verification and may be subject to amendment.  No representation, warranty, or undertaking, express or limited, is given as to 
the accuracy or completeness of the information or opinions contained in this document by Eriswell, its partners or employees.  No liability is accepted by 
such persons for the accuracy or completeness of any such information or opinions.  As such, no reliance may be placed for any purpose on the information 
and opinions contained in this document. The value of investments and any income generated may go down as well as up.  Past performance is not 
necessarily a guide to future performance.  Investors may not get back the amount invested. Eriswell is not registered as an investment advisor with the 
SEC and therefore this document is neither directed at nor intended for US investors. 
 
Important Notice 
This communication is from Eriswell Capital Management LLP, 26-28 Molesey Road, Hersham, Surrey, KT12 4RQ, United Kingdom. Eriswell Capital 
Management LLP is Registered in England, Limited Liability Partnership Number OC334533. The Registered Office is 26-28 Molesey Road, Hersham, 
Surrey, KT12 4RQ, United Kingdom.  Eriswell Capital Management LLP is authorised and regulated by the Financial Conduct Authority to provide 
investment advisory services to qualified investors.  This email is neither an offer to sell nor a solicitation to invest.  Past performance is not indicative of 
future results.  The value of investments and any income generated may go down as well as up and is not guaranteed. Opinions, conclusions and other 
information in this e-mail and any attachments which do not relate to the official business of the firm are neither given nor endorsed by it.  This e-mail is for 
the exclusive use of the intended recipient(s).  If you are not the intended recipient(s) please note that any form of disclosure, distribution, copying or use 
of this communication or the information in it or in any attachments is strictly prohibited and may be unlawful.  If you have received this communication in 
error, we would be grateful if you would return it with the title "Received in Error" to info@eriswell.com then delete the email and destroy any copies of it.  E-
mail communications cannot be guaranteed to be secure or error free.  This e-mail will have been scanned by our anti-virus software before 
transmission.  We cannot however, warrant that this e-mail is free from viruses.  We do not accept liability for the consequences of any viruses that may 
be inadvertently be attached to this e-mail.  Anyone who communicates with us by e-mail is taken to accept the risks in doing so.  When addressed to our 
clients, any opinions or advice contained in this e-mail and any attachments are subject to the terms of business in force between Eriswell Capital 
Management LLP and the client. 

 


