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Outsourcing portfolio 
management has allowed IFAs 
to deepen client relationships 
while relying on diversified, risk 
managed solutions, built to keep 
pace with shifting markets and 
rising expectations. But rapid 
growth brings uneven standards. 

With more MPS managers, 
platforms, and data providers 
entering the space, and 
consolidation already underway, 
advisers must be certain their 
chosen partners can deliver over 
the long term.



Today, with fees largely aligned 
across the market, the real 
differentiators are operational 
excellence, investment capability, 
and a provider’s ability to support 
advisers under the heightened 
demands of Consumer Duty. Firms 
now need evidence of fair value, 
robust governance, and clear, 
repeatable processes.

4 key areas to consider
This paper explores what you should look out for in an 
MPS partner, what truly sets good providers apart, and 
why those differences matter more than ever.

Investment 
Capability

Operational 
Capability

 

Investment 
Communication

Compliance and 
business model
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What should you look out 
for in an MPS partner?
Over the past decade Model Portfolio 
Services (MPS) have seen rapid adoption 
among IFAs, driven by demand for cost 
efficiency, scalability, and regulatory 
compliance. This growth is a reflection of 
an increasing preference for outsourced 
investment solutions, enabling advisers 
to focus on client relationships and their 
financial planning needs, while delivering 
diversified, risk-managed portfolios, aligned 
with evolving market conditions and 
consumer expectations.

Tatton, IFAs, and – most importantly – clients 
all benefit if the MPS sector avoids the pitfalls 
that often accompany rapid growth. As more 
managers, data firms, and software providers 
enter the market, it is inevitable that quality 
will vary.

As the UK’s largest investment-only MPS 
manager, we’ve created this guide based 
on our experience pioneering MPS as a 
mainstream investment solution for the 
financial advice sector. With so many MPS 
managers and providers in the market it is 
inevitable that there will be mergers and, 
sadly, business failures. Our goal is to help 
advice firms feel confident that their chosen 
MPS provider can deliver appropriate and 
consistent client outcomes over the long 
term, as that benefits the entire sector and 
the IFA community. 

This guide explores the operational 
capabilities, compliance and business models 
that Tatton believes matter most when 
selecting an MPS manager. With price no 
longer being the most obvious differentiator, 
we believe this gives advisers greater 

scope to be more 
rigorous in how 
they assess the 
overall competency 
of their existing or 
prospective MPS 
manager. Scrutiny 
will rightly shift 
to operational 
excellence and compatibility: which provider 
best serves your business?

Consumer Duty has raised the bar for what 
“good client outcomes” truly mean. For IFAs, 
this translates into heightened scrutiny 
of every outsourced investment solution, 
including MPS. It’s no longer enough for a 
portfolio to be cost-efficient and diversified. 
IFAs must demonstrate that the chosen MPS 
provider delivers fair value, and ongoing 
suitability aligned with clients’ needs and 
objectives. Only MPS managers with robust 
governance, open architecture, and evidence 
of consistent outcome monitoring will 
strengthen an IFA’s ability to meet regulatory 
obligations and protect client trust.

We understand that every IFA firm reflects 
its principle’s ethos, and its investment suite 
should align with that philosophy. Tatton 
champions the IFA sector and its positive 
impact on clients’ lives. Our service will 
always focus on meeting the needs of IFAs 
and their clients.

We hope you find this guide useful and 
informative.

Lothar Mentel
CEO Tatton Investment Management

TATTON INVESTMENT MANAGEMENT
MODEL PORTFOLIO SERVICES

6



TATTON INVESTMENT MANAGEMENT
MODEL PORTFOLIO SERVICES

7

What are 
the issues? 



Investment Capability

Key points to 
assess:
•	 Investment team: depth of 

in-house analyst coverage, 
experience of market stress, 
culture of decision making.

•	 Track record: multi‑cycle 
performance (5–10 years), including 
volatile and drawdown periods.

•	 Risk management: volatility, 
Sharpe/Information ratio, max 
drawdown, downside capture.

•	 Attribution & validation: 
performance attribution by asset 
class/strategy; persistence vs. luck 
(e.g. hit rates).

•	 Fund selection process and 
breadth of asset classes.

•	 Diversification management and 
risk of illiquidity.

•	 Accountability and access to 
investment management team.

Investment Capability is crucial 
for MPS (Model Portfolio Service) 
managers because it ensures 
fulfilment in terms of suitable 
and appropriate portfolio 
construction, timely ongoing 
management and rebalancing, 
compliance with client mandates 
and proactive investment 
communications. 

What it means:
•	 Culture of the investment team.
•	 Depth of investment professionals. 
•	 A documented, repeatable investment 

process: disciplined research, portfolio 
construction, risk controls, and clear 
decision-making governance.

•	 Risk‑adjusted results: not just the 
pursuit of returns, but how efficiently 
returns are generated for the risk taken.

•	 Client alignment: portfolios deliver what 
their mandate defines, according to risk 
profile, volatility and drawdown limits.

•	 Open access to investment managers 
for IFA support.

•	 Execution capabilities and speed of 
portfolio update execution.

Red flags
Style drift vs. mandate; 

Infrequent portfolio rebalances to 
contain drift outside mandate 
boundaries;

Opaque changes to process; 

Performance heavily reliant on key 
individuals or outsized positions, lack 
of transparency and access to 
investment team.
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Investment Capability
Tatton’s position:
The objective of an MPS 
manager or provider is to 
generate sustainable long 
term returns that clients can 
reasonably expect within their 
risk tolerance. In order to 
achieve that, firms need to have 
sufficient bench strength within 
the investment team in order 
to deliver these returns. MPS 
is not ‘buy and forget’ investing 
and needs a focussed and 
dedicated support structure 
and communications to ensure 
seamless delivery.

Our investment philosophy and process 
is founded on a principle of portfolio 
stewardship. Stewardship, in this sense, 
means keeping portfolios aligned to the 
clients’ long-term investment objectives in 
the face of a constantly changing world.

We seek to bring to our clients a broad 
and efficient share in the returns from 
valuable human activity. Within that 
breadth, the asset allocation service 
identifies opportunities, while guarding 
against the unintended risks that can 
arise when making such investments.

For Tatton the starting 
point is our investment principle 
of Portfolio Stewardship. 
JAMES SAUNDERS, CFA 
Head of Portfolio Management



Operational capability

Key points to 
assess:
•	 Model governance: version 

control, change logs, pre/
post‑trade checks.

•	 Rebalancing discipline: are 
rebalance dates fixed or 
flexible, tolerance bands, drift 
monitoring; evidence of cost‑aware 
implementation.

•	 Data quality: clean holdings 
data, accurate valuations, timely 
corporate actions.

•	 Platform coverage: breadth of 
availability, permission to act on 
clients’ behalf.

•	 Fees transparency: clear 
breakdown (AMC, OCF, trading 
costs), and fair‑value assessments.

•	 Strength of in-house support team.

In practical terms, Operational 
Capability is the glue that keeps 
the interface between the IFA, 
their client and their portfolios 
seamless. 

Strong operations enable scalability, 
contain error risk, and maintain 
transparency, fostering trust and delivering 
consistent outcomes in a regulated, 
competitive investment environment. 
The industry is very familiar with the 
concept of investment risk management, 
but to ensure consistent delivery of good 
outcomes, the risk to an adviser’s business 
originating in poor operational capability 
also needs to be managed. The following 
points should be assessed for all MPS 
managers and providers:

•	 Infrastructure to run portfolios reliably: 
trading, rebalancing, cash management, 
and reconciliations.

•	 Data Management: monitoring client 
portfolios on platform for alignment with 
the last portfolio update, data connectivity 
between trading and operations.

•	 Governance & oversight: documented IC 
(Investment Committee), model controls, 
audit trails, assessment of incremental 
changes to investment risk from 
proposed changes.

•	 Regulatory alignment: Consumer Duty, 
suitability, fair value, best execution, TCF.

•	 Integration: smooth connectivity with 
platforms, risk tools, and IFA back‑office 
systems.

•	 Access to MPS manager and 
support functions.

Red flags
Manual workarounds for core tasks;

Slow rebalancing;

Poor mid-rebalance communications;

Inconsistent or no portfolio monitoring 
on platform;

Unclear responsibilities between 
manager and platforms, speed and 
management of query response. 
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Operational capability
Tatton’s position:
Tatton’s approach of treating 
IFAs as partners not introducers 
focusses our operations on 
supporting the adviser’s business 
and client requirements. 

The Tatton Portal, for example, 
is our proprietary IFA interface 
and over the years we have 
developed this technology to 
provide a powerful tool.

It not only gives advisers the ability to 
see all of their Tatton invested clients, 
onboard and control their investment 
communications, it also minimises 
business interruptions during portfolio 
update platform black out periods 
by providing real time platform 
access information, keeping business 
interruption for the IFA to a minimum 
and their clients invested in the market.

Tatton’s partnership approach 
means advisers are never on their 
own. Alongside full client oversight 
and real-time updates, our Portal 
is backed by direct access to our 
investment team and responsive, 
knowledgeable support. 
JUSTINE RANDALL 
Managing Director
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Investment Communication

Key points to 
assess:
•	 Regular outputs: monthly 

factsheets, quarterly 
commentaries, performance and 
attribution; annual stewardship 
reports.

•	 Change communication: 
documented rationale for 
allocation/manager shifts; 
pre‑emptive notes during market 
sell-offs.

•	 IFA enablement: adviser guides, 
model mapping, due‑diligence 
packs, compliance-ready 
templates.

•	 Access: webinars, drop‑in Q&As, 
investment desk availability; clear 
escalation routes and dedicated 
firm support.

Relevant, timely, and actionable 
investment communications 
are a basic of MPS portfolio 
management and are essential 
to prevent IFAs feeling exposed 
during periods of market 
volatility and uncertainty.

Understanding clients’ need for clear, 
timely communication is essential to 
reducing anxiety and helping them avoid 
emotionally driven decisions:

•	 Explain the “why” behind positioning 
and changes – plain language, 
no jargon.

•	 Frequency and responsiveness: 
predictable reporting, swift responses 
to market events and adviser queries.

•	 Client‑friendly materials: 
risk‑profile‑specific factsheets, 
suitability aids, Consumer Duty 
outcome evidence.

•	 Query handling: what is the 
experience and investment knowledge 
of the support team, can any IFA 
speak directly to the CIO?

Red flags
Infrequent or overly technical/jargon 
filled updates; 

Reactive-only commentary that is 
unsuitable for clients; 

Materials that don’t map to client 
risk profiles;

Lack of access to investment team. 
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Investment Communication
Tatton’s position:
IFAs trust MPS managers to execute 
investment decisions on their 
clients’ behalf within their chosen 
level of risk. However, clients 
need to be included in the what, 
why and when behind managers 
decision making in order to provide 
reassurance that their life savings 
are being continually monitored and 
managed as they would reasonably 
expect. We provide routine and 
understandable communications 
to IFAs to use with their clients to 
provide assurance that we are ‘on it’ 
to manage emotional risk that can 
grow in an information background. 

This is as true during benign market 
conditions as it is when markets are 
volatile. Communicate as usual during 
the good times and obsessively 
during the tough times. The task of 
the MPS manger is not to be remote 
or aloof – but to be involved as much 
as an IFA wants, in order to support 
client decision making that creates 
the best outcomes for them – like 
remaining invested during COVID, or 
Trump’s tariff turmoil. 

Further, we communicate the 
rationale behind investment 
decisions in detail to IFAs and clients. 
It is what we receive our DFM fees 
for, so communicating fund changes 
or allocation changes should not 
be left to the IFA to provide. An 
adviser should not have to ask for 
the investment rationale behind 
portfolio changes.

We provide clear, regular 
communications advisers can share 
with clients – cutting through market 
noise, offering reassurance and 
helping manage the emotional risks 
that arise during uncertain periods.
JIM KEAN 
Chief Economist



Compliance and business 
model of MPS manager
There are two compliance models for MPS managers to operate, 
Reliance on Others and Agent as Client. Even though they result in 
very different adviser risk positions, within most IFA due diligence 
and industry research it has not had significant consideration. 

However, under Consumer Duty it is very important that IFA firms understand the 
implications and regulatory responsibilities of the two models. 

•	 Reliance on Others: The IFA selects a MPS provider as discretionary investment 
manager (DIM) and recommends commencement of their management to their 
client. In order to do so client and adviser enter into agreement with the provider.

•	 Agent as Client: Only the IFA enters into an agreement with the DIM – as agent of 
the client, which effectively makes them the client of the MPS manager. The adviser 
thereby assumes all implementation and investment execution responsibility 
to the client. Vice versa, the provider’s accountability is only to the IFA not the 
client. Given IFA’s regulatory status, this is a business to business, in other words, 
institutional relationship.

Both models can operate very effectively, but there are key considerations, 
that are not immediately visible, which can have far reaching effects on IFA’s 
business and need to considered before adoption.
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Compliance and business 
model of MPS manager

Reliance on Others: Agent as Client:

Risk is shared but primarily sits with the 
MPS manager for investment outcomes. 
The IFA must ensure due diligence and 
monitor performance. 

Execution risk shifts to the IFA. They are 
accountable for correct asset allocation, 
and mandate adherence.

Lower operational complexity for 
IFAs; governance and compliance 
frameworks are embedded in the MPS 
manager’s process. 

Higher complexity for an IFA; requires 
robust internal processes for portfolio 
monitoring, and documentation.

There is an equitable sharing of 
responsibility to the client between the 
MPS manger and the IFA. Both parties 
having a regulatory duty of care to the 
same client.

Full responsibility for investment decisions 
falls on the IFA creating a higher burden 
of proof for suitability and ongoing 
appropriateness. 

The MPS manager actively monitors client 
portfolios and can ‘see’ the clients of an 
IFA firm. 

The MPS provider publishes their model 
portfolios on platforms but provides no 
ongoing monitoring of individual client 
positions. They have no oversight of actual 
portfolios and cannot ‘see’ the clients of an 
IFA firm.

Client can use the FOS to complain to the 
MPS manager. The MPS manager has to 
justify its investment decisions.

Regarding investment outcomes, the 
client has no access to FOS. The IFA has 
to justify the investment decisions of the 
MPS provider. 

The investment mandate for the MPS 
DIM is with the end retail client and so 
regulatory protections to the end clients 
are defined and shared under the retail 
client regime. 

IFA is categorised as a per se Professional 
Client: regulatory protections that would 
typically apply to the end retail client do 
not apply.
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Tatton’s view:
Reliance on Others (ROO) 
versus Agent as Client (AAC) 
is not considered a decisive 
differentiator between providers 
by most MPS researchers. With 
low attention profile, Tatton 
believes the extra protection 
afforded to advisers and 
their clients under ROO is 
not recognised sufficiently in 
the market.

Currently, most MPS managers and 
providers work under Agent as Client 
rather than Reliance on Others. Tatton 
has always operated under the Reliance 
on Others model since we believe that 
an MPS manager should be accountable 
for the investment decisions it makes, 
but also, to allow us to monitor execution 
thereof across client portfolios. We collect 
daily data for every portfolio to ensure 
that clients are invested according to 
our instructions, which is not possible 
under Agent as Client. We believe this 
makes it easier to demonstrate Consumer 
Duty compliance because there’s no 
ambiguity about who owns suitability and 
advice and who carries responsibility for 
investment outcomes. 

Agent as Client has advantages for IFAs 
since it prevents the MPS provider from 
‘seeing’ clients. This removes the risk 
of disintermediation, i.e. the provider 
marketing directly to clients or offering 
competing wealth services and so protects 
the IFA’s brand and client trust. However, 
since Tatton acts solely as investment 
manager rather than integrated wealth 
manager, it cannot accept private clients 
directly, eliminating this as a competitive 
issue for IFAs working with us. 

Indeed, we firmly believe that the Reliance 
on Others operating model is essential 
to ensure clients are correctly invested in 
our portfolios. We make the investment 
decisions, so we should take responsibility 
that they are being implemented correctly 
across platforms, whilst preserving clients’ 
right to recourse through the FOS route. 
We do not believe that Agent as Client is 
capable of delivering the same consistency 
and reliability of client investment 
outcomes as Reliance on Others, due to 
the lack of implementation monitoring 
transparency, while lacking consumer 
protections and placing additional 
regulatory burden placed on the IFA. 

Compliance and business 
model of MPS manager
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The future for MPS
It is in Tatton’s and the IFA 
community’s interest that the 
MPS sector as a whole continues 
to deliver client outcomes 
diligently and professionally at 
all levels of their business.

We are fully behind the FCA review of 
MPS under Consumer Duty and the 
consultation over standardised reporting. 
This is a recognition of how reliant IFAs are 
on MPS managers and providers to deliver 
outcomes clients reasonably expect – and 
the responsibility of the MPS sector to 
always improve as it matures. 

Looking ahead, with MPS assets 
approaching £200bn and the number 
of MPS managers and providers in the 
hundreds, Tatton believes that there will 
be an inevitable contraction in the market 
due to consolidation as well as occasional 
business failure. Tatton recommends a 
focus on soundness of balance sheets and 
P&L performance for MPS managers or 
providers to ensure that client outcomes 
can be sustained without disruption over 
at least a five year period. 

With any growing market there will 
be success and failure, so the future 
sustainability of an MPS business model 
needs to be given extra prominence 
in MPS manager selection. IFAs should 
ensure that their MPS manager or 
provider is capable of still managing their 
clients’ portfolios in five years’ time. MPS 
managers do not need to be big to be 
profitable, but they have to be well run 
to ensure an IFA’s firm gets the benefits 
of outsourcing to MPS for the long term 
without disruption.

Tatton, as a specialist investment-only MPS 
manager, recommends IFAs understand 
the revenue breakdown of any MPS 
manager or provider they are using or 
considering to ensure they are confident 
in its model being capable of sustaining 
and growing the underlying business. 

The business culture of Tatton originates 
from the IFA industry, resulting in an 
innate understanding of the needs of the 
IFA – our service reflects this knowledge. 
Our service standards stem from our 
commitment to serve the IFA and their 
clients, a human approach supported by 
efficient and practical technology. 

We hope you have found this 
guide insightful. 
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All calls to and from our landlines and mobiles  
are recorded to meet regulatory requirements

Tatton is a trading style of Tatton Investment 
Management Limited, which is authorised and 
regulated by the Financial Conduct Authority.

Financial Services Register number 733471.

Tatton Investment Management Limited is  
registered in England and Wales No. 08219008.

Registered address: Paradigm House,  
Brooke Court, Wilmslow, Cheshire, SK9 3ND.

Tatton Investment Management 
17 St Swithin’s Lane, 
London EC4N 8AL

E: 	enquiries@tattonim.com 
T: 	020 7139 1470

www.tattoninvestments.com
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