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Protection of your Money

Since January 2008, our motto at 
London Stone has always been 
the same; “Your Aspiration is Our 
Motivation”. In other words it is our job 
to give you what you want from your 
portfolio. Whatever your objectives, 
whether you want income or growth, 
capital preservation or speculation, 
our primary job is to protect your 
capital before we satisfy your goals. In 
other words before we take any steps 
to invest your money we take every 
possible precaution to protect your 
capital first. After all, every reasonable 
client would rather see no growth in 
their portfolio rather than run the 
risk of losing money. The first step, 
before any money is even invested, is 
to ensure that the funds are safe from 
the outset.

Why does London Stone Securities choose not 
to hold client money? London Stone prefers 
not to hold client money for 2 reasons:

The FCA prefers brokerage firms to 
generally not hold client money i.e. to 
use a separate custodian account for 
the purpose of holding client assets. 
There is no significant benefit for 
London Stone to hold money.

If a firm insists on holding client 
money the FCA will allow it do so 
but the regulatory requirements 
(such as a maintaining a much higher 
capital adequacy ratio) become 
more stringent. It seems therefore a 
pointless exercise to over-complicate 
such affairs. London Stone does what 
London Stone does best – provide 
research, information, market news, 
portfolio strategic analysis, and 
investment recommendations to its 
clients.
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What is the role of the FSCS and how much 
protection does it offer? The Financial Services 
Compensation Scheme (FSCS) has been set up 
specifically to deal with cases where brokerage 
firms have gone bust and is a way of providing 
assurance to investors that in such instances they 
will be guaranteed a certain amount of funds. As it 
stands the compensation is as follows:

Cash = £75,000

Investments = £50,000

So if your bank goes bust and you have £100,000 
in a deposit account you can only be certain of 
getting back £75,000. That’s why many high 
net worth individuals now hold multiple bank 
accounts so if they have £500,000 they may have 
10 different bank accounts, thereby protecting 
them against any potential default.

For investments however it becomes more 
difficult, because holding multiple accounts will 
often incur charges and complicates investment 
strategies and tax affairs. As a result the risk 

that investors now hold are much higher than 
perhaps they realise. If an investor has a £200,000 
portfolio and their broker goes bust it is likely that 
the most that they will receive back from their 
investments is £85,000. So what can investors 
do to protect themselves? That’s easy – it does 
involve spending time researching but if you look 
hard enough you can find some custodians who 
have taken their own private insurance to offer 
a higher level of protection. The custodian that 
London Stone Securities uses is an example of 
one of those custodians.

What are the benefits of using Jarvis Investment 
Management? Jarvis has been specifically chosen 
because, unlike most other custodians in the City, 
it has taken out its own private insurance to give 
its clients added protection that in the event 
that something was to happen to the firm - all 
client assets would be fully protected. This level 
of protection is £2 million pounds. In other words 
if you have a portfolio of anything up to £2m, and 
Jarvis defaults, you are guaranteed to get back 
every penny of your investment. Now compare 
with that with other brokers in the City and you 
will see why we use Jarvis.
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Of course, there are other reasons  
why we use Jarvis including:

They have an award winning trading platform

They have been going for more than 30 years

They are listed on the UK stock market themselves

However more important than all of the above is that unlike many other banks, Jarvis does not trade itself 
i.e. it does not speculate in the market. In other words it simply acts as a ‘holding’ bank. That means that 
unlike companies like Barclays stockbrokers where retail funds are mixed with institutional funds, Jarvis 
pose no such risk.

But surely my money is safer with one of the bigger  
brokerages/banks than with London Stone? 

This is one of the biggest misconceptions. In theory yes, it would make sense that a bigger company will offer 
more protection, but in the case of investments this is definitely not the case. Ironically, because a firm is 
bigger it is more likely to hold your funds and therefore your money will be tied up with theirs. Even if your 
funds are held in ‘segregated accounts’ in the event of a corporate default, ALL assets of the firm (including 
those held in segregated accounts) are open to the liquidators.

Think for a moment about all the big names that have gone bust in recent years. There is a common 
denominator to all of these cases which is that they all speculated with their clients’ money. Real custodians 
or ‘holding’ banks can’t technically go bust because all that they do is hold your money, nothing else. The 
real problem only lies with those companies that invest your money in risky products – hence the reason 
that Vince Cable wanted to separate what he calls ‘retail banking’ with ‘casino banking’.

Some of the companies that have gone bust, including; Barings Bank, BCCI, Bear Stearns, Lehman Brothers, 
Fannie Mae and Freddie Mac, Northern Rock and MF Global. Let’s be honest, if it wasn’t for the intervention 
of the UK Government during the 2007/8 you could also have included RBS and Lloyds bank in that list of 
names.

That’s why biggest is NOT always best.
What about stock ISAs and SIPPs? 

The regulatory protection is slightly different with tax-efficient vehicles but even in these cases there are 
no guarantees. That’s why the only way to be really sure about whether your investments are safe is to 
use a firm like Jarvis. Whether you choose to use London Stone or not as part of that relationship is up to 
you but at least now you know why Jarvis is one of the number custodians.
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London Stone Securities Limited is registered in England and Wales, No: 6464964.  

Authorised and regulated by the Financial Conduct Authority, No: 479827

Investments can go up in value as well as down, so you could get less than you invested. This information does not 

constitute personal advice and you should speak to your financial advisor before committing to any pension product. 

Information in this document is for reference use only and its accuracy cannot be guaranteed and is subject to change.
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This document is only a summary of FX and you should conduct your own research and seek independent 

advice before proceeding. For a more detailed explanation with further numerical examples or a demo trading 

account please speak to one of our advisors today. 


