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£50,000
protection to 
investors via 

the FSCS 

£55m
 the estimated 

liquidation cost 
of Beaufort 

Securities via 
the FSCS

6
the number  
of Beaufort 
clients who  

will not be fully 
covered by  

the FSCS

Earlier this year, stockbroker 

Beaufort Securities went into 

administration, leaving investors’ 

shares stranded in Beaufort’s 

systems. In theory, the investments 

were ringfenced, preventing 

investors’ money being taken  

by other creditors. However,  

it’s transpired that some of the 

£55m liquidation costs will fall  

on investors. We explain what  

this means for you if you hold 

investments through a broker.

Q. How are investors protected 
by ringfencing? 
When you invest through a broker, 
your investments will usually be held 
in a ‘nominee account’ controlled by, 
but not owned, by the broker. Your 
money or assets can’t be claimed by 
someone else if the broker goes bust. 

However, under obscure 
accounting rules introduced in 
2008, there are circumstances 
when administrators can take some 
money from ringfenced funds. Client 
money can only be touched to 
recover the costs of working out the 
owners of the assets in ringfenced 
accounts, and returning them either 
directly or by moving their assets to 
another broker. 

Q. Is a nominee account needed? 
If you don’t want your shares  
held in a nominee account, some 
brokers offer the option to own 
them directly and in your own  
name. The downside with this is  
it will generally mean that buying  
or selling takes longer, and carries 
higher fees. It also means you can’t 
hold your investments in a stocks 

and shares Isa or self-invested 
personal pension (Sipp).

Q. What about the FSCS? 
The Financial Services 
Compensation Scheme (FSCS)  
is backed by the government and 
offers protections to savers if a 
company they deal with goes bust. 
Money held in a savings account 
with a bank or building society  
is protected up to £85,000 per 
person, per bank they deal with  
(or £170,000 for joint accounts). 

What’s less known is that there’s  
a separate FSCS scheme that 
protects investors up to £50,000 
per institution they deal with. 

Q. What does the FSCS cover? 
If the firm running or holding  
your investments goes bust, the 
FSCS will protect you from losses 
that result from that collapse.  
In the case of Beaufort, almost  
all investors’ losses from the 
administration will be covered  
by the FSCS.  

The FSCS won’t generally protect 
you if funds or other investments 
perform badly. A fundamental risk 
when investing is that the value  
of your investments can fall as  
well as rise. However, if you are 
missold an investment that’s not 
appropriate to your need by a 
regulated financial adviser, you  
may be able to make an additional 
FSCS claim worth up to £50,000. 

Q. What can you do to protect 
your investments? 
In theory, you could limit your 
investments with any one 
stockbroker to the £50,000 FSCS 
limit. However, that may not be 
practical, and the prospect of a 
stockbroker going bust is relatively 
low in terms of the risks you’ll need 
to consider as an investor, as it 
happens rarely. It’s better to make 
sure you’re dealing with a reputable 
broker (reviews at which.co.uk/
fundsupermarkets) and take any 
warnings from the FCA seriously.

Investments
made simple
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2. Shares pooled by 
broker and held in 
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