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= H DUH ZUILQJ LQ UHVSRQVH IR IKH = HSDUWPHQIV FDI IRV HYLGHQFH RQ LQIWRGXFLQJ D WLIHILPH
SURYLGHU| PRGHI LQIR IKH SULYDIH SHQVLRQV PDUNHI ZKHUHE\ DQ LQGLYLGXDI VDYHU FRXIG
FKRRVH WKHW RZQ SHQVIRQ SURYLGHU DQG WKLV ZRXIG IKHQ JIRORZJWKHP IRU IKH UHVII Rl KHLU
FDUHHU ZLIK IKH DELILU\ IR FKDQJH SURYLGHU DIl DQ\ ILPH

$XIRPDILF HQURIPHQI KDV EHHQ RQH RI IKH JUHDI SRILF\ VXFFHVV VIRUHV Rl PRGHUQ ILPHV
KHISIQJ  PLIRQ HPSIR\HHV VDYH LQIR D SHQVIRQ = KLWH IKHUH DUH JDSV LQ SURYLVIRQ KLV LV
D IDQIDVILF DFKIHYHPHQI RI ZKLFK WKH = HSDUIPHQI DQG VXFFHVVLYH *RYHUQPHQIV VKRXIG EH
SURXG

+RZHYHU ZH DUH FRQFHUQHG WKDW LQIWRGXFLQJ D WLIHILPH SURYLGHU PRGHI LQ HIIHFI VZLIIFKLQJ
IKH GHILQHG FRQIULEXILRQ VAVIHP IR D UHIDL) PDUNHISIDFH ZRXIG EH KLIKI\ GLVUXSILYH DQG (HDG
IR SRRU RXIFRPHV IRU PDVV PDUNHIl VDYHWV

Additional costs for most savers

= KWH ¥ PD\ EH D (DXGDE(H (RQJ WHUP DLP WKHUH LV D VXEVIDQILD0 ULVN IIKDIl L FRXG (HDG IR IKH
KLIKHVI HDUQLQJ HPSIR\HHV VIPSI\ RSILQJ RXW RI WKHL HP SIR\HU{V DWDQJHPHQII DQG ILQGLQJ
D EHIWHU GHD) HIVHZKHUH (HDYLQJ WKH PDIRWN RI HPSIR\HHV (HIN LQ LIV GHIDXW IXQG 7KLV LV
GULYHQ E\ D JHQHUD( (DFN Rl HQIDJHPHQN £ IKH ) &S$ IRXQG RQI\ RI' VDYHUV DUH jYHU\
HQJIDJHG] ZLUIK IKHW SHQVIRQ DQG IKHUH LV QR HYLGHQFH IR VXJJHVINIKDI HYHQ IKLV JURXS
ZRXI(G IDNH JRRG GHFLVLRQV

7KLV ZRXIG (HDG IR WKH UHPRYD0 Rl DQ\ FURVV VXEVIG\ ZKHUHE\ PRUH SURILIDEH VDYHUV
ZRXIG QR IRQIHU EH KHISLQJ NHHS FRVIV.GRZQ IRV IRZHU LQFRPH DQG (HVV SURIUDEIH VDYHWV
SRIHQILDO\ (HDGLQJ IR KLIKHU FKDUJHV IRU IKRVH UHPDLQLQJ LQ GHIDXW DWDQJHPHQIV = H DUH
FRQFHUQHG IIKLV FRXIG XQGHUPLQH " & SURYLGHUV] EXVIQHVV PRGHIV DQG (HDG IR KLIKHU



IINHO\ EH HYHQ PRUH YIRGD\ DV DQQXLIN UDIHV DUH KLJKHU = H DUH #IKHUHIRUH FRQFHUQHG WKDW
KLIKHU FKDUJHV ZRXIG EH KXJHI\ GDPDJLQJ IR IXIXUH JHQHUDILRQV RI UHILUHHV

Sequencing

= H DUH VXSSRUILYH RI'IKH = HSDUIPHQIfV HIIRUIV R LPSIHPHQI IKH SURSRVHG 9DIXH IRU ORQH\
9)O IIDPHZRIN = H EHIHYH IKLV ZRXIG EH DQ HVVHQILD) SUH UHTXLVLIH IRU PRYLQJ IR D
(LIHILPH SURYLGHU PRGHI +RZHYHU KLV LV FXUWHQIO\ DLPHG DI LQGXVIU\ DQG SURIHVVIRQDV
ZKHUHDV D FRQVXPHU IDFLQJ 9) O IUIDPHZRUN ZRXIG EH UHTXWHG &XWHQI\ IKHUH LV QR
FRQVLVIHQII LQGHSHQGHQII DQG UHILDEH LQIRUPDILRQ DYDUWDEH WKDI ZRXIG DIRZ VDYHUWV IR
FRPSDUH VFKHPHV

= H EHILHYH IKDI LPSURYLQJ LQFRPH DGHTXDF\ LQ UHIUHPHQI LV ¥KH PDLQ JRD0 Rl SHQVLRQ
VDYLQJ 7KH FXUWHQW FRQIULEXILRQ UDIHV DUH JHQHUDI\ UHJIDUGHG DV LQVXIILFLHQI DQG ZH
VXSSRUI ZLGHU SURSRVDWV IR LQFUHDVH WKLV HVSHFLDO\ E\ UDLVIQJ HPSIR\HU FRQIULEXILRQV
+RZHYHU ZH EHIHYH IIKDI YKLV GHEDIH QHHGV R EH VHIlHG SULRU IR DQ\ IXQGDPHQIDI FKDQJHV
IR IKH PDUNHISIDFH = H HQFRXUDJH R SULRULILVH WKLV IX#XUH YLVIRQ Rl SHQVLRQV UDIKHU IKDQ
SXUWXLQJ D (LIHILPH SURYLGHU PRGHI DIl IKH SUHVHQI iLPH

= H DOVR EHILHYH WKDW VHYHUDI QHZ FRQVXPHU SURIHFILRQV ZRXIG QHHG R EH LQ SIDFH LQ RUGHU
IR PDNH IIKLV D VXFFHVV 7KLV LQFIXGHV D QHZ UHJIXIDIRU\ HQYWRQPHQI ZK FRQVIVIHQF\
DFURVV D0l VFKHPHV DQG VLIQLILFDQW LQYHVIPHQI LQ HQIRUFHPHQIN PHDQLQJIX) SURIHFILRQV
DJIDLQWI VFDPV LQRIXGLQJ D ULJKI IRU HPSIR\HUV IR UHIXVH IR PDNH SD\PHQIV LQIR D VFKHPH
ZKHUH IKH\ EHILHYH LW LV IUDXGXIHQW D UHGXFHG FKDUJH FDS VHII DIl D PD[LPXP RI D
EDQQLQJ RI LQWRGXFIRU\ RIIHUV] DQG VRSKLVILFDIHG LQIRUPDILRQ DQG DGYLFH DYDUWDE(H IR KHIS
all FRQVXPHW PDNH IKH EHWIl FKRLFH SRVVLEMH

Behavioural bias

= H NQRZ IURP DXIR HQURIPHQW WKDI LQHUILD LV YHU\ SRZHUIX0 DQG LV iKH PDLQ GULYHU RI {KH
LQFUHDVHG QXPEHUV RI SHRSIH VDYLQJ 7KLV VIUHIFKHV HYHQ EH\RQG SHQVIRQV IRUH[DPSMH



= H WXV IKDII IKH = HSDUIPHQI ZL00 IDNH DQ REIHFILYH YLHZ LQ UHYIHZLQJ D IKH HYLGHQFH X0\
FRQVLGHULQJ D IKH GRZQVLGH ULVNV DV ZHN DV DQ\ SRVVLEIH EHQHIWV = H IRRN IRUZDUG IR
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