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Mark Bentley, ShareSoc

An FBI sting and a Picasso scam: how
the collapse of Beaufort could destroy
trust in UK money managers

The collapse of Beaufort Securities has exposed issues with the UK broking and wealth management
sector.  CREDIT: TOLGA AKMEN/AFP/GETTY IMAGES

By  Lucy Burton, FINANCIAL SERVICES EDITOR 

26 MAY 2018 • 7:00PM

r Heikki Lanckriet was just days away from sealing the

takeover of an Australian drug research company when he hit

a major stumbling block. London broker Beaufort Securities,

which was holding his company’s stock, had gone bust and £800m of

client assets had been frozen.

The deal, which he had been working on for a year now, hung in

the balance.

“I was going to take my stock out to complete the transaction, and this

whole fiasco nearly jeopardised it,” says Lanckriet, the boss of German

biotech group Sygnis.

“I only had six weeks to put an alternative financing strategy in place

before the deal totally collapsed. It was an immensely difficult, stressful

and very costly process.

“Now I have other problems. I have an AGM coming up and I can’t vote

my shares. I’m basically tied with my hands behind my back. It’s

impacting the operation of my organisation and there’s nothing I can

do.”

Lanckriet is among the thousands of investors caught up in the collapse

of Beaufort, which the Financial Conduct Authority closed down in

March following a dramatic FBI sting involving the Mayfair art scene

and a Pablo Picasso painting.

Farmers saving for their pensions are among those concerned about losing money following
Beaufort's collapse 

Lawyers from Taylor Wessing, Clifford Chance, Birketts and Cooley are

among those now fighting to get clients’ assets back after customers

found out that their money could be used to cover the cost of the wind-

down.

“When I set up the accounts I asked them, this stuff is safe right? They

said, no problem here whatsoever,” Lanckriet recalls.

“Then it turns out that when Beaufort does go bust the administrator

has an open cheque. Every time you see the bill going up you know

you’re paying for it – these guys are fighting with your money.”

While administration charges have shrunk significantly in recent days,

falling from an estimated £100m to £55m following a crunch meeting

between administrator PwC and Beaufort creditors, the row over fees

has exposed major misunderstandings in the investment community.

Investor group ShareSoc is preparing to ask its 4,500 members to write

to their local MPs, demanding that action is taken so that the legal

loophole, which allows administrators to seize assets in certain

situations, no longer exists.

“Everyone with an Isa or investing with a stockbroker is at risk until

the legislation is changed,” says Mark Bentley, ShareSoc director. “It’s

[about] everyone’s savings.”

Those facing losses from Beaufort’s

administration include chemists, farmers,

NHS staff, single mothers and small

business owners, many of whom were

saving up for retirement.

PwC reduced the value of assets

recoverable from £850m to £500m last

month after finding a number of “highly illiquid” positions. Hundreds

of people are expecting to lose more than the £50,000 compensation

limit. “I’m a dairy farmer with 250 cows and I’m finding it very

stressful that my assets can be [taken] from a nominee account,” says

John Hancock.

He is in line to lose up to £30,000. “This was my pension pot and I do

not intend to give it away without a fight.”

Sunderland-based arable farmer Alan Coxon is in a similar position. He

said he had been trading shares for 50 years before Beaufort went bust,

and had no idea that an administrator could access what he thought

was a ringfenced account. “Beaufort said it’s in a nominee account so I

thought, I’m covered here. I was surprised when PwC came out and

told me I’m going to get a haircut,” said the 64-year-old.

“I’m just going to invest in property and to hell with them. It proves the

necessity of spreading your assets around.”

One man in his 70s, who asked not to be named, says he is at risk of

losing as much as £250,000 worth of shares, which he had planned to

use to pay off his mortgage, as well as support him through retirement.

“This has massive implications for the whole of the stockbroking

industry,” he says. “Anyone who has used a broker and has a

substantive amount of money invested should be aware of what’s

happened here.”

PwC is the administrator to Beaufort Securities

Even if Beaufort’s investors don’t end up losing as much as originally

feared, Britain’s broking industry will not escape the battle unscathed.

In a recent email sent to Beaufort and seen by The Sunday Telegraph,

one fund manager argues that the mess could throw the UK financial

sector into “turmoil and wind the clock back 40 years to a time when

clients kept their shareholdings in paper receipts”. Lanckriet says the

damage has already been done. “I don’t see myself trusting a UK

institution and holding shares there again,” he says.

“Everybody says the same thing – even if we get our assets back, if it’s

not clear that people can’t touch nominee accounts, we’re not investing

over here. That’s the important message here.”

Hancock agrees that Beaufort’s failure and the fury that has followed

will have a lasting impact on the City, regardless of how deep the

personal losses are.

“You could keep the bare minimum in your account so that you are

covered by the compensation scheme, [but] this is complete madness,”

he argues.

Sam Smith, who runs stockbroker Finncap, says she expects spooked

investors who have stock elsewhere to start taking an “in-depth look”

at the balance sheets of the wealth management firms they use, to

make sure they won’t end up in the same boat.

Others will be trying to diversify their portfolio or be on the lookout for

signs of trouble.

Smith isn’t concerned that the dramatic fall of Beaufort will rattle the

larger brokers and wealth managers, who she says are currently “all

scaling any way”.

However, she thinks it could speed up deal activity in the broking

industry as companies seek safety in numbers.

In the meantime, thousands of people will remain in limbo until a

decision over Beaufort’s assets is made.

“We have a particular plan in place for hardship cases, where there is a

dependency on savings in Beaufort,” said Russell Downs, PwC partner.

“We’re dealing with a small number of [those]. There’s a lot to do over

the next few months.”
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