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Made in Maidstone

From the Medway Room’s open window in the Grade II listed Sessions House, inmates from HM Prison Maidstone could be heard exercising in the yard outside. Grandly designed in the Greek Revival style, Sessions House had seen better days. The musty rooms were freezing in winter and sweltering in summer. It began life as a court in 1824, dispensing local justice and disposing convicted criminals into the jail next door. Kent County Council later moved into the imperious building and throughout its nearly two centuries as a civic centre it had been the setting for plenty of life-altering deliberations. On the morning of 16 November 2018, hundreds of millions of pounds were at stake.

The motley crew of councillors, local government staff, retired council workers and union officials gathered and nervously shuffled their meeting packs. Old books lined the walls, while black-and-white photos of mayors from years gone by looked down on the congregation. The smell of damp filled the air. While meetings of Kent County Council’s Pension Fund Committee usually began with idle gossip about local politics and town hall affairs over weak coffee and cheap biscuits, on this occasion one topic dominated discussions. The fourteen committee members and four council officers present were about to decide whether to sack their favourite fund manager.

Neil Woodford was the most celebrated British investor of his generation. For more than three decades, the savers of Middle England had entrusted him with their hard-earned nest eggs and he had made them rich with years of blockbuster returns. He was lauded in the press as much for his daring bets and bull-headed conviction as for his fleet of fast cars and his ostentatious mansions: the rock-star fund manager with a lifestyle to match. He not only was the biggest name in the investment industry but also held sway over Britain’s largest companies. In boardrooms up and down the country his fierce temper and strong-arm approach to getting his own way were the stuff of nightmares.

But things had not been going his way of late. It had been a shocking eighteen months for Woodford’s business, with his investment portfolios pummelled by the collapse of some of the companies he had backed the hardest. Among the businesses Woodford had helped prop up with Kent’s retirement savings were the AA, Provident Financial and Capita, all of which had been hobbled by individual problems. Meanwhile, many of the other companies in his fund were suffering from the malaise in Britain’s economy brought on by uncertainty over the direction of Brexit negotiations. His fund had lost nearly 17 per cent that year and other clients were giving up on him. Kent’s pension board summoned him to their November meeting to explain his dire performance.

Yet, as Woodford strutted into the Medway Room, accompanied by his top salesman, Will Deer, he was far from repentant. With a broad chest, thick neck and close-cropped white hair, Woodford had the swagger of a bulldog as he burst through the doors. A natural sportsman and an amateur rugby player in his youth, Woodford was still a fitness fanatic. The cocky investor had abandoned his preferred getup of a tight-fitting black sweatshirt and jeans – which gave him the appearance of a menacing nightclub bouncer – in favour of a blue suit, crisp white shirt and burgundy tie. But the famous fund manager showed no sign of discomfort. If anything, he was in his element. There was nothing Woodford liked better than being put through his paces on his knowledge of the companies he had invested in and his predictions for the markets and economy. With no attempt at small talk, Woodford got straight down to business.

In unscripted comments, delivered in his trademark down-to-earth style, Woodford gave a spirited defence of his investment record. Displaying supreme confidence in his own ability to pick companies, Woodford was unflinchingly supportive of the businesses he had poured money into. He insisted that, despite their recent blow-ups, they would eventually come good. He had had periods of severe underperformance at several points in his career, he conceded, but always emerged stronger for them. All Kent needed to do was stick by him and their patience and loyalty would be rewarded. Members of the board quizzed Woodford on his expectations for Brexit and how the portfolio would respond. Again, Woodford was bullish, insisting that once Britain left the EU, money would flow into UK companies from overseas and his fund would rebound. He was dismissive when asked about the scale of the withdrawals from the fund, hubristically insisting that those who left early would regret doing so when it bounced back.

The cocksure performance worked. Kent’s trustees were persuaded that Woodford was suffering a short-term blip, and that as soon as the UK left the EU – an event scheduled for the following March – confidence would return to the markets and Woodford’s fund would surge. The investor was given a reprieve. Perhaps against their better judgement, Kent’s trustees continued to support Woodford – a decision they would later bitterly regret.

What was so concerning for the Kent trustees was that they had £263 million tied up in Woodford’s fund. This was money they had handed over to the investment guru that was meant to pay the retirement benefits of the more than 135,000 street sweepers, librarians and local government workers who were members of the scheme. The more fellow investors in the fund asked for their money back, the harder it would be for Kent to get its cash out. Just like with runs on a bank, when lenders are in distress and account holders queue round the block to take out their savings, funds that allow investors to withdraw their money daily are vulnerable when customers become skittish.

Kent’s pension board knew all too well about the perils of a bank run. Just over a decade earlier the council had handed £50 million of taxpayers’ money and retirement savings to three Icelandic lenders, seduced by the promise of high interest rates on deposits. But when the banks – Glitnir, Landsbanki and Heritable – all buckled under the weight of the global financial crisis in 2008, those deposits were jeopardized. A damning report from the UK government’s now defunct Audit Commission said Kent had been ‘negligent’ over its Icelandic investments. It revealed how, even after the credit ratings of Glitnir and Landsbanki were downgraded below a level acceptable for local authorities to do business with them on 30 September of that year, Kent continued to hand over money. Kent made two deposits on 1 and 2 October totalling £8.3 million. Within a week the banks had collapsed, trapping Kent’s cash. The Audit Commission, which was set up to monitor public sector finances, found that the final deposit was made after council officials had received but failed to open an email warning them not to continue doing business with the struggling banks. It was an embarrassing revelation that showed up the council’s finance department as incompetent.

It took more than three gruelling years of fighting through the Icelandic courts before Kent finally recouped its money. The charge was led by the council’s head of financial services, Nick Vickers, an accountant by training. The bespectacled Vickers had led the team under which the Icelandic deposits were made, but he emerged from the crisis emboldened, having successfully conducted negotiations on behalf of the 123 UK local authorities that had deposits in Icelandic banks.

Kent’s history with Neil Woodford was a long one, going back to his days managing money for Invesco Perpetual, one of Britain’s biggest investment groups, in the early 2000s. Vickers, who had spent much of his career working in humdrum finance roles within Kent’s council, was initially drawn to Woodford’s strong performance and unconstrained style, and soon became seduced by the showbiz stock picker. In 2007 he convinced the pension fund to invest £240 million, around a tenth of Kent’s entire portfolio at the time, in Woodford’s Invesco Perpetual fund. When institutional investors such as pension funds make large allocations to investment managers, they usually structure them through so-called segregated mandates, where the money is handled in the same style as the manager’s main fund but is ring fenced in a separate pot. Pension funds pay more for this structure, but have some say over how their funds are managed. Crucially, they also have more flexibility over withdrawing their money, which is especially important in times of stress. But Vickers and the Kent pension board decided to save on fees and place their whole allocation in the main fund. That decision to scrimp on costs would prove hugely expensive in the long run.

Kent stuck with Invesco Perpetual for several years as Woodford comfortably beat his benchmark. By February 2014, Kent’s initial investment with Woodford had grown to £520 million, with the fund returning 20 per cent in the previous year. It was then that Woodford decided to leave Invesco Perpetual and go it alone in one of the investment industry’s most stunning defections. The Kent trustees took their cue, withdrawing their investment from Invesco Perpetual and giving Woodford’s new venture, Woodford Investment Management, £200 million to manage. This time the allocation was around 5 per cent of Kent’s total pot.

According to previously unreported meeting notes, Nick Vickers met Will Deer in March 2014 to discuss the allocation to Woodford’s new business. Vickers told Deer, an athletic Australian with thinning hair, he had been delighted with Woodford’s performance since he’d started managing money for Kent seven years earlier. Vickers was so keen to continue the relationship that he once again offered to lump the entire investment in Woodford’s main fund rather than taking the safer route of a segregated mandate. Vickers explained that if they went for a segregated mandate, the scheme’s rules meant it would trigger a competitive tender process, wherein other fund managers could pitch for the business. This would potentially block Woodford from winning. Vickers stressed this was something he wished to avoid. Vickers’s admiration for the great fund manager and his determination to stick with him was bypassing the council’s business safeguards.

Initially, the decision to stick with Woodford paid off. Kent’s investment returned 2.7 per cent in its first full financial year, compared to a 3.9 per cent expected loss in the market. Yet even during this honeymoon period for Woodford’s new venture, there were signs that the relationship would not last. In November 2015 Vickers wrote a report for the pension board outlining the ramifications of the UK government’s plan to merge local authority schemes. He said Kent was the only local authority pension fund in the UK that had invested with Woodford and that the relationship would probably not survive when Kent’s retirement pot was pooled with other schemes. ‘Given the style of investing it is unlikely that Woodford would be selected to manage a UK equity pool and so we could potentially be forced to end the mandate,’ he warned.

Kent’s allocation to Woodford reached £317 million in January 2017. Soon after, the fund manager’s performance took a drastic turn for the worse. Other institutional clients began to abandon ship, but still Kent’s pension board stayed loyal to their prized stock picker. His self-assured performance in November 2018 convinced the board to stick with him a little longer, but when the Brexit deadline was further extended past March 2019 and Woodford’s fund continued to shrivel, it became clear to all that the relationship was coming to an end. To make matters worse, several stories were appearing in the press that showed Woodford’s business in a bad light. Clearly under pressure, he had tried ever more creative ways to contain the dangerous effects of the run on his fund. These included moving stakes in companies to different portfolios within his business. Elsewhere, some private companies he had invested in took the highly unusual step of listing in Guernsey’s tiny stock exchange. While the moves were not illegal, they were attracting negative attention. Woodford’s company was suffering so badly that he was forced to bend the rules to stay in business. Even Nick Vickers, one of Woodford’s biggest devotees, could no longer summon the enthusiasm to convince Kent’s trustees to stay with him. The board instructed Vickers to write to Woodford and ask for an explanation for the odd and questionable actions taken by his business. They also put the fund formally on watch, and would decide in June whether to sack the manager.

Vickers and Deer were in touch regularly throughout the spring of 2019. Vickers led Deer to believe the trustee board would pull the plug on Woodford at its 21 June meeting. By this point, Kent’s allocation represented about 7 per cent of Woodford’s flagship fund. Knowing what a shock losing such a large amount of money all at once would be to the business, Woodford’s team suggested to Vickers that they might move Kent’s money into a separate account. This would mean that, when they did withdraw the cash, it would have little impact on the other investors in the main fund. This seemed a tidy solution to both Kent’s and Woodford’s problems. Yet Vickers inexplicably rejected the proposal. A worried Woodford and his team began planning for the June decision, building models for how they would cope with the loss of such a large client.

All their planning was in vain. On Thursday, 30 May, the headline plastered across the front of the Financial Times read: ‘Woodford fund shrinks by £560 million in a month as investors jump ship’. The story, picked up and covered by the rest of the UK’s national media, exposed the extent to which Woodford was struggling against the tsunami of client desertions. Investors were withdrawing an average of £10 million every business day from his main vehicle, the £3.7 billion Equity Income fund. It was simultaneously being battered by the market, losing 8.3 per cent of its value in the previous month alone. As the FT story first revealed, the alarming shrinkage of one of the country’s most popular funds had not gone unnoticed by the City regulator. The Financial Conduct Authority was so concerned about the fund’s plight that it had secretly demanded regular updates about its ability to cope with the escalating withdrawals.

Even for Woodford’s most ardent supporters in Kent, this was impossible to ignore. When the trustees met the following morning, the twelve committee members present made the unanimous decision to fire Woodford and ask for their money back immediately rather than waiting for the June review. The decision would have profound consequences, both for hundreds of thousands of savers across the country and for Britain’s £9 trillion investment industry.

Later that day, Nick Vickers, who had attended the morning’s committee meeting, emailed Will Deer to give him the bad news. Though the termination was anticipated, it had occurred three weeks earlier than Woodford’s team had planned for. Vickers tried to reassure Deer that the Kent board would not expect their money to be returned for at least a month, and that they favoured a staged withdrawal, where the money would be refunded in instalments. This suited Woodford, as the fund did not have enough available cash to pay back Kent’s £263 million investment as a lump sum. Over the weekend, Woodford, his top lieutenants and Link Fund Solutions, an important though under-the-radar service provider to the fund, considered how they could rejig the investment portfolio to raise enough short-term cash to pay Kent back without affecting other clients. They modelled shedding various combinations of assets to hit their target. The plan involved raising £85 million from selling the fund’s stake in Sabina Estates, a luxury property developer that built private villas in Ibiza for the super-rich. Sabina was the brainchild of one of Woodford’s long-time allies, Anton Bilton, the flamboyant multi-millionaire property mogul, who is married to the American singer and model Lisa B.

But on Monday, 3 June, the plans fell apart. Vickers was out of the office on holiday. His stand-in for the week, unaware of the frantic discussions Vickers had had with Woodford’s team on the Friday afternoon, decided to be proactive. He made an official request to Link to return Kent’s £263 million investment with Woodford in a single transaction, the money to be transferred immediately. Although Link had been involved in the discussions with Woodford throughout the weekend which had planned for a staged withdrawal, the company decided to follow Kent’s instructions to the letter. As Woodford did not have enough cash available to meet its obligation to Kent, Link decided it had no other option but to suspend trading in the fund, thereby preventing Kent and more than 400,000 individuals invested in the fund from reclaiming their money. Europe’s biggest investment scandal for a decade had begun.

This book tells the full story of the rise and fall of Neil Woodford – the superstar fund manager who fell to earth. Once described as ‘the man who can’t stop making money’, he was forced in October 2019 to close his business, which once managed £18 billion, after trapping hundreds of thousands of savers in his flagship fund. There is more to the story of his dramatic downfall than simply a high-powered financier losing his Midas touch. Woodford’s ruination is a tale of greed, obstinate conviction, betrayal and misplaced loyalty. It exposes the flaws of a timid regulator and an industry in thrall to its star performers. But most of all it reveals what happens when ordinary people hand over their savings to financial advisers and fund managers. Just how is their money spent and how effective are the safeguards intended to ensure their trust is not abused?

More than 400,000 people had their savings stuck in Woodford’s stricken Equity Income fund for well over a year, as did the 135,000 members of Kent Council’s pension fund. But this story is not just about the direct victims of the Woodford scandal. It encompasses the more than 700,000 clients of wealth manager St James’s Place and 1.1 million savers with accounts at fund supermarket Hargreaves Lansdown – two of Britain’s largest financial companies – who are ensnared in the affair. Three-quarters of British households use fund management services – whether they know it or not – and more than 4.5 million UK adults employ a financial adviser to help them protect and grow their hard-earned savings. The Woodford scandal has crushed consumer confidence in one of Britain’s most important sectors, one that is critical to the financial security of its ageing population. Was Woodford solely to blame or was he just one of many weak links in a chain that ultimately disintegrated into dust? How did Neil Woodford’s career collapse so spectacularly? Was the hype surrounding him built on a lie? And what is the fate of Middle England’s money?
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Follow the Money

Pauline Snelson and Fred Hiscock had always planned for a long and comfortable retirement. The couple, who met later in life, had nine grandchildren between them and hoped to have enough savings spare to leave a meaningful inheritance. Pauline, sixty-seven, had run a patisserie in the Midlands for twelve years and then went on to manage a restaurant for another twelve. After that she relocated to Salcombe, a picturesque waterfront town in Devon, to open a bed-and-breakfast. ‘I never liked managing people – by setting up on my own I could work by myself,’ she says. Throughout her working life she had done the right thing: saved a little each month in the hope of building up a decent nest egg.

Fred, four years Pauline’s senior, had started out in construction as a civil engineer, but ended up working in the motor industry, eventually becoming a senior manager at Jaguar. He took early retirement and invested his pension lump sum in property. He also drove a shuttle bus for elderly Salcombe residents to supplement his pension.

By the mid-2010s Pauline and Fred had enough put by to start to look forward to a more sedate retirement. It was then, prompted by Pauline’s financial adviser and their own research, that they made one of the biggest mistakes of their lives: they decided to entrust their savings to Neil Woodford. Over the years the couple would invest a combined £75,000 in Woodford’s funds, money that was earmarked for their future wellbeing. But the scandal that brought a crashing end to Woodford’s business and career has had even worse consequences for Pauline and Fred. ‘I really feel like I don’t want to work any longer, but after the money we’ve lost, I’ll probably be doing this for ever,’ says Pauline. ‘I was hoping to retire, but I can’t any more. The money is gone, and so is the grandchildren’s inheritance.’

The tragedy of Pauline and Fred’s circumstances is as much about the failings of the multi-billion-pound financial advice industry as it is about the even more profitable investment sector. Pauline’s relationship with her financial adviser will be familiar to millions up and down the country. Once a year she would call in at his offices for an hour-long meeting. Over mugs of tea, they would discuss how her investments had fared over the previous twelve months and he would suggest other savings and investment products she might like to consider.

More than 4.5 million Britons rely on financial advisers or wealth managers to help them decide where to keep their life savings. The dizzying array of investment funds – with more than 3,000 standard products in the UK alone, in addition to myriad convoluted schemes and complex vehicles also on offer – has made personal investing a daunting task for even the most avid market watcher. Yet, at the same time, changes to the pensions market have forced individuals to take on more responsibility for how they finance their retirement. Gone are the days when workers could simply trust their employer to provide for them in old age through paternalistic final-salary pension plans. Individuals are having to take matters into their own hands, deciding which funds to invest in, or consider whether their money would be better served buying property or other assets. Thanks to the powerful nature of compound interest, mistakes can be amplified decades down the line. Various studies have shown that the difference between paying 0.5 per cent a year and 1 per cent in fees could result in tens of thousands of pounds’ difference in a saver’s eventual retirement pot. Deciding to back the wrong fund manager or pay over the odds for a type of product can be hazardous. The demand for trustworthy and transparent financial advice has therefore never been greater.

The UK government has long been concerned about the crucial relationship between saver and financial adviser. Following a series of mis-selling scandals in the 1990s and early 2000s, the industry regulator unleashed ground-breaking market reforms that sought to upend the financial advisory industry, making it more professional and better designed to serve customers’ interests. The changes banned commissions paid to advisers by investment managers for selling their products, forced advisers to be entirely open with their clients about whether they were offering independent or restricted advice, and required advisers to undertake tougher professional qualifications.

While the reforms were widely seen as a success in limiting conflicts, they had the unintended side effect of reducing the number of advisers in the market. Banks and building societies found it less profitable to sell their own products, so several cut back their advisory arms. Meanwhile, older independent advisers chose to retire from the industry rather than retrain or change their business models. The result was that between 2011 and 2014 the number of financial advisers dropped by a quarter to just over 30,000. This reduction had a disproportionate impact on poorer customers, as they were the cadre more likely to use services offered by their banks or building societies. Less wealthy customers were also unlikely to be able to pay upfront fees for advice.

Fred Hiscock was one such customer. He had used a financial adviser for a while, but eventually found the charges too high. ‘It was costing me about 3 per cent a year and I was only getting 4 per cent myself. It was ridiculous, so I sacked him,’ he says ruefully. ‘I was fed up of paying consultants. But unfortunately, without a financial adviser, I made mistakes myself.’ Fred’s decision to buy property with his pension lump sum initially seemed a sound one, but an ill-fated decision to sell several properties and invest in banks in the run-up to the financial crisis would decimate Fred’s savings.

As demand increasingly outstripped supply, the remaining advisers concentrated their businesses on attracting richer and more profitable clients. As a result, those with less than £50,000 of savings are finding it harder to source affordable advice. Though one in ten UK adults use financial advisers, what is more concerning is the 18.2 million people, or 36 per cent of the adult population, who have £10,000 or more in savings but do not receive professional financial advice. They are more susceptible to making the sort of investment mistakes that Fred made, with life-changing consequences.

The rich, however, are well catered for, even if the service they receive is not always what they might expect, considering what they pay. The wealth manager synonymous with Middle England is St James’s Place, a FTSE 100 company whose network of 4,300 advisers looks after £117 billion on behalf of more than 700,000 customers. The group would play a crucial role in helping Woodford set up his own business when he left his long-term employer, Invesco Perpetual, in 2014.

SJP, as it is widely known, targets the mass affluent – the 11 million individuals in the UK with between £50,000 and £5 million of investable assets – by hiring function rooms at country houses and luring potential customers with offers of free advice seminars. The thirty-year-old business is astoundingly successful, raking in close to £1 billion of pre-tax profit a year. But its financial success has been marred in recent years by a spate of damaging revelations about the company’s business practices.

In 2019 an anonymous former SJP adviser gave an eye-opening account to the Sunday Times of the high-pressure and rewards-heavy practices the company used. The whistle-blower looked after 700 clients, who on average had £100,000 of savings. For this he was paid £250,000 a year before bonuses, funding a large house and private education for his children. He not only owned a Porsche but also had a Mercedes as his second car. It was a lifestyle few of his clients experienced, yet it was funded by the fees taken from their savings. And that was before factoring in his rewards for hitting sales targets. Successful SJP advisers were awarded diamond-encrusted, 18-carat white-gold cufflinks that were worth £1,200. Other perks included Mulberry bags and Montblanc pens.

Each year SJP’s advisers from across the country descended on London to a huge venue, either the Royal Albert Hall or the O2, for a sales conference at which the best performers were lauded. The whistle-blower described it as resembling a scene from The Wolf of Wall Street. Spouses were also invited to London, to stay in five-star hotels and attend dinners. A succession of sports stars and politicians provided the entertainment at the lavish events, with speeches from the likes of Bill Clinton, Tony Blair, David Cameron, Vince Cable, David Beckham and Lance Armstrong. Compères included TV personalities Jonathan Ross and Fiona Bruce. At one event, the then Top Gear presenter Richard Hammond joked that his own supercar was hard to spot among all the Ferraris and Bentleys in the car park belonging to SJP advisers. But the most extravagant rewards were reserved for the advisers who brought in the most revenue. They were invited to the company’s annual week-long overseas conferences where no expense was spared. SJP chartered flights, hired luxury cruise ships and treated guests to safaris in Zambia, camel rides around the pyramids in Egypt and sumo wrestling in Japan. All the while, expensive booze flowed freely.

‘Despite the rewards, I grew to hate the job,’ the former adviser confessed to the Sunday Times. ‘I found I couldn’t keep pretending to customers that they were getting the best value. I felt we were not advisers; we were salespeople, and I felt I was not acting in their best interests. It was clear many investors simply had no understanding of the long-term impact of the charges they paid – or how lucrative they could be for the likes of me and SJP.’

Pauline and Fred fell just below SJP’s radar, but there were plenty of other financial intermediaries willing to take them on as clients and charge for advice. In recent years the UK has seen a rise in popularity of low-cost fund supermarkets, also known as investment platforms. These direct-to-consumer websites allow investors to pick their own products from a broad range of fund managers, removing the need for expensive advisers. It was here that Woodford found the bedrock of his support.

There are more than twenty such brokers in the UK. At the no-frills end of the market, providers have the most basic of platforms, offering just a cheap way of accessing a variety of funds. In addition to her financial adviser, Pauline used a low-cost broker to invest in Woodford’s funds, as did Fred. But further up the scale, some fund supermarkets offer detailed analysis of the various funds, recommendations on which are likely to perform well and even the option of taking advice from in-house specialists. Between 2008 and 2015 the amount of money invested through fund supermarkets ballooned from £100 billion to £500 billion. The sales channel now accounts for half of money flowing into British investment funds.

The undisputed king of the British fund platform market is Hargreaves Lansdown – the business that did more than any other to convince individuals to park their savings in Woodford’s funds. The company began in 1981 in the spare bedroom of co-founder Peter Hargreaves. He and Stephen Lansdown built the business up from having a single phone and a borrowed typewriter at launch to listing on the London stock market for £800 million in 2007. It is now firmly entrenched in the FTSE 100. The Bristol-based business has 1.2 million customers, who have £100 billion of savings on the platform, from which Hargreaves Lansdown makes more than £300 million a year in pre-tax profits. Throughout the 1990s and 2000s, the Hargreaves brand grew into a household name via a combination of heavy advertising and indirect marketing. The latter relied on a band of Hargreaves spokespeople who would be on hand to provide expert commentary to journalists on any finance-related news story going. Chief among them was Mark Dampier, the group’s head of research and Woodford’s most ardent follower.

Peter Hargreaves described Dampier as the ‘thorn in his side’ while Dampier worked for a rival Bristol intermediary and constantly featured in news stories owing to his willingness to make himself available to the press. Envious of Dampier’s coverage, Hargreaves convinced him to join. ‘It wasn’t long before, thanks to Mark’s efforts, it was Hargreaves Lansdown that was being quoted in all of the newspapers,’ Hargreaves wrote in his autobiography, In for a Penny. ‘I think I can safely say that we have rarely had a bad piece of press since he summoned up his courage and opted to join us.’ Yet Dampier would generate headlines for all the wrong reasons following Woodford’s demise.

By the 2010s, Hargreaves Lansdown’s website had become Britain’s best-known and most used fund supermarket. Part of its success was its so-called best-buy list, which was a selection of funds it recommended to clients. Best-buy lists made investors’ lives much easier as the funds they featured were touted as the cream of the crop. But the problem with such lists was they trod a fine line between advice and advertising. From a regulatory perspective, they were not classed as financial advice or guidance, and therefore were not monitored to the same extent. But the way the lists were promoted on the platforms often left customers confused about whether they were being recommended the products or not. This obfuscation would cause deep anger among Woodford’s many victims who had been convinced to go with the fund manager based on his inclusion on HL’s best-buy list.

Whether customers use expensive wealth managers, mid-range financial advisers or DIY investment platforms, their money eventually finds its way to investment managers. Three-quarters of British households use fund management services through their pensions or personal savings products. These businesses play a pivotal role in the British economy, channelling the savings of millions of citizens into businesses that need funding. They identify companies they expect to grow and provide steady dividend payments. These proceeds are transferred back to the investor – but not before the fund managers take their cut. Their investment choices have a direct impact on the financial wellbeing of the UK population, while their decisions over which companies are deserving of the capital injection have a bearing over whether they can prosper, expand and hire more workers. This means fund managers hold considerable sway over Britain’s biggest companies, giving them a powerful say in how the businesses are run and by whom.

The investment sector’s clout and prestige have grown significantly in the past two decades. The UK industry is the second largest in the world, controlling more than £9 trillion, and its influence is felt throughout the corridors of Westminster. So much so that it has become a rite of passage for British chancellors to take up well-paid advisory roles at investment groups after leaving office. Nigel Lawson, Norman Lamont, Ken Clarke, Gordon Brown, George Osborne and Philip Hammond have all accepted such positions. Former prime ministers John Major and David Cameron have also taken similar roles. Several other sitting MPs have supplemented their parliamentary income by working in lucrative jobs at fund managers, including Jacob Rees-Mogg and John Redwood.

Despite its importance to the British economy, the asset management industry has managed to portray itself less like a utility and more as an elite service where it dictates the terms. Funds are run so that all the investment risk is borne by the end investor. Investment manager fees are charged as a percentage of the size of the fund rather than a fixed sum, meaning the more money that goes in, the bigger the profits for the managers – despite the fact the workload and resources needed do not grow at the same rate. Fund managers are paid fees even when they lose their clients’ money. This ‘heads I win, tails you lose’ model is embedded in the industry.

It is no wonder that investment management is one of Britain’s most profitable industries. The best-known fund managers and executives of investment groups can expect to earn millions of pounds a year, affording them lifestyles akin to Premier League footballers. Huge country mansions, fleets of sports cars, exotic holidays and expensive leisure pursuits are all paid for by the annual fee taken from the British public’s savings. But unlike top footballers, whose peak earning period is just a few years, fund management careers can stretch for decades. The amount of money sloshing around the investment industry has inevitably made it one of the most competitive. Every year, graduates from Britain’s top universities give up on careers in medicine and engineering to seek their fortunes working in fund management.

It is an industry that has turned fund managers such as Neil Woodford into multi-millionaires, but has severely failed the likes of Pauline Snelson and Fred Hiscock, the very people it is supposed to serve.
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Big Bang

Neil Russell Woodford was born on 2 March 1960 in the affluent Berkshire village of Cookham. His parents, Victor and Pamela, lived at 75 Westwood Green, an unassuming semi-detached house two minutes’ walk from Cookham station. The home, which looked out onto an expansive village green and backed onto the railway line, was where Woodford and Simon, his older brother by two years, grew up. Perched on the banks of the Thames, at a particularly leisurely bend, Cookham served as the inspiration for Kenneth Grahame’s Wind in the Willows. The historic village had been made famous through the paintings of its one-time resident the artist Stanley Spencer. Its tranquillity and proximity to London – being just under an hour’s drive from the capital – made it a favoured spot for wealthy commuters. The Daily Telegraph once named Cookham the second-richest village in England (behind East Horsley in Surrey).

The Woodfords were not well off by local standards. Neil’s father, Victor, had served as an RAF pilot as a nineteen-year-old in the final few months of the Second World War. But by the time he married Pamela seven years later, Victor had followed his own father into the publishing trade, working as a production manager at a postcard printer’s. It was a profession he would continue with for much of his working life. ‘He wasn’t terribly successful,’ Woodford later told The Times. ‘I think he wanted to own his own publishing business but he wasn’t very ambitious. Things were tight, but we got on.’ The Woodfords lived in the same modest home throughout the future fund manager’s childhood. His humble upbringing gave Woodford a yearning for the finer things in life.

Unlike his father, Woodford was very driven. He was urged on by his mother, who instilled in him the mantra of ‘he who gets there first, gets most’. It was a maxim which he would both live by and carry into his future business dealings. Young Woodford was smart and very much his parents’ blue-eyed boy. He sailed through the eleven-plus exams before taking a place at Maidenhead Grammar School in September 1971, where he was inevitably christened ‘Woody’ by his classmates. Maidenhead was an all-boys school and a typical grammar of the time. Masters wore gowns, referred to pupils by their surnames and were always themselves addressed as ‘sir’. The school prided itself on taking local lads and pushing them on to better things. Among Woodford’s contemporaries at Maidenhead were the authors Nick Hornby and John O’Farrell, while Dire Straits keyboardist Guy Fletcher was in his year.

Broad-shouldered, even as a teenager, and with curly blond hair, Woodford was easily recognizable and well known among the 150-odd other boys in his year group. ‘He had charisma about him – he was definitely someone you would notice,’ recalls Nick Stein, who started in the same class as Woodford. ‘He had quite a sarcastic manner at times and was good at banter. He certainly gave as good as he got. It was a boys’ school in the 1970s, so there was a fairly laddish and macho culture.’

Woodford excelled academically. Maidenhead was a high-achieving school and it ‘hothoused’ its brightest pupils, pushing them to take certain O-levels a year early. Even in such a pressure-cooker environment, Woodford made the top stream for most subjects throughout his seven years at the school. But it was on the sports field where he really shone. Maidenhead was very much a sports-driven school. The domineering head of PE, George Griffiths, was a die-hard rugby fan who believed ‘football’ was a dirty word. The beautiful game was therefore banned from the premises. Woodford and his classmates would defy the rules and kick a tennis ball about at lunchtimes. Despite having a soft spot for Tottenham Hotspur, Woodford’s real passion was also for rugby. He played in the 1st XV for the school, and for the county throughout his time there, as well as for the school hockey team, which benefited from his aggressive play and goal-scoring ability. Woodford was also accomplished at athletics and competed at county level in javelin for Berkshire. His strong shoulders, fast arm, explosive speed over a short distance and good technique made him an excellent thrower. He was Berkshire schools javelin champion in 1977 and was selected for the All England Athletics Championships. ‘He was an outstanding sportsman,’ recalls Gavin Coventry, his teacher for several years. Such was the importance of physical activity at Maidenhead that those in the first teams were expected to give up several evenings a week as well as weekends for practice sessions and matches. Sport, in particular rugby, became the centre of Woodford’s life, with his social circle dominated by fellow ‘egg-chasers’.

Not all Woodford’s contemporaries remember him fondly. ‘My overriding memory of him was he was a thug and bully,’ remembers another ex-classmate. ‘He didn’t like me as I once stood up to him during a chemistry lesson when he was belittling me. He actually punched me! It wasn’t a tough school. Very little bullying went on, but Neil thought he was hard and liked to take it out on people he thought were weaker than him. We never got on as I was a bit too left field for him. He was someone you avoided unless you were part of his clique.’ Those who later crossed Woodford during his investment career would find out about his quick temper for themselves.

Still, Woodford proved popular with his teachers – not least owing to his sporting prowess. In the sixth form he was selected as a prefect by the headmaster, Leonard ‘Rover’ Reynolds, a celebrated former motor gunboat captain and military historian. In this role Woodford helped keep discipline within the school and was given a special tie. In his final year he was awarded the prestigious Headmaster’s Prize, thanks mainly to his sporting achievements. The sixth-form common room had a record player and students would bring in their latest purchases to share with friends. The music was eclectic, ranging from heavy metal and punk to obscure soul imports. Woodford’s favourite band was Led Zeppelin. While studying, his first summer job was cleaning machinery at the Maidenhead Beecham factory. Beecham would go on to become part of the pharmaceutical giant GlaxoSmithKline, a company Woodford would later be a major investor in.

Though most of the sixth-formers learnt to drive, Woody was one of the few to own a car. His beaten-up Fiat 850 became his circle’s de facto taxi. On one occasion, Woodford and three friends loaded up the car and headed down to Bournemouth for a weekend of swimming and drinking on the beach. The vehicle doubled as their sleeping accommodation. The pubs in Cookham and nearby Bourne End and Marlow were the drinking dens of choice for Woodford and his adolescent friends. They set themselves the ‘Cookham thirteen’ challenge – a pub crawl taking in many of the local drinking establishments.

Other than sport, Woodford’s other great obsession was flying. He had heard his father’s old war stories and developed a keen interest in a career in the RAF. He joined the 155 Maidenhead Squadron Air Training Corps, along with several other classmates, including Nick Stein. Between 7 p.m. and 9 p.m. on Monday and Friday evenings, the air cadets would meet in a hut behind Maidenhead Leisure Centre. They would go through drills and receive lectures on the principles of flight. The Maidenhead Advertiser once sent
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