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Is it Friend, Foe or FAD — Cashflow
modelling is for life not just

retirement!

{ | FE CashCalc
Jlows is based on our understanding of current
d HM Revenue & Customs practice all of which
are liable to change without notice
L his is just for UK advisers - it's not for use with clients
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Technical Expertise Thought Leadership
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Continuing to Develop Investing in Technology

Dedicated Account Management & Platform Adoption Team

M&G plc is a company incorporated and with its principal place of business in England, and its affiliated companies constitute a leading savings and investments business. M&G plc is the
direct parent company of The Prudential Assurance Company Limited. The Prudential Assurance Company Limited is not affiliated in any manner with Prudential Financial, Inc, a
company whose principal place of business is in the United States of America or Prudential plc, an international group incorporated in the United Kingdom.



Important information

This content is based on our understanding of current taxation, legislation and HM Revenue & Customs practice all of which are liable to change without
notice. The impact of any taxation (and any tax reliefs) depends on individual circumstances. WWhere content includes case studies or examples these are
for illustration purposes and are not recommending a specific course of action.

Past performance is not a reliable indicator of future performance. The rate of growth of funds and any income from them cannot be guaranteed. The
value of an investment can go down as well as up and your client could get back less than they have put in. PruFund funds aim to grow your client’s money
while smoothing their investment journey.

The PruFund range of funds all invest in Prudential’s With-Profits Fund, which is one of the largest with-profits funds in the UK. However, there are
differences across the range of PruFund funds in their objectives and mix of assets, and how PruFund delivers returns to investors when compared to
other With-Profits business, which means the returns received by investors will vary by fund choice. Prudential set Expected Growth Rates (EGR); these
are the annualised rates your client’s investment would normally grow at. The EGRs reflect our view of how we think each PruFund fund will perform over
the long-term (up to 15 years). Each PruFund fund has its own EGR and your client’'s investments into a PruFund will normally grow daily by the relevant
EGR. Although we take a long-term view, we do review the rates every three months to allow for any changes, which may mean a change in EGR on a
quarterly basis, up or down. While the EGR reflects our long-term view, we need to check that the fund is performing as expected - if not we may need to
make an adjustment to your client’s fund value, either up or down. There are limits which set out when an adjustment would be required. The value of
your client’s investment in a PruFund fund is based on the Smoothed Price, this is the unit price, which grows daily by the EGR. We compare the
Smoothed Price against the Unsmoothed Price — which reflects the value of underlying assets. If these move too far away from one another we need to
adjust the Smoothed Price to narrow the gap. This could be a price increase or a price decrease. In certain circumstances we might need to suspend the
smoothing process for one or more of the PruFund funds.

No reproduction, copy, transmission or amendment of this presentation may be made without our written permission.

M&G plc is a company incorporated and with its principal place of business in England, and its affiliated companies constitute a leading savings

and investments business.

M&G plc is the direct parent company of The Prudential Assurance Company Limited. The Prudential Assurance Company Limited is not affiliated in any
manner with Prudential Financial, Inc, a company whose principal place of business is in the United States of America or Prudential plc, an international
group incorporated in the United Kingdom.



Important notice: FE CashCalc

M&G plc and its entities has no association with FE CashCalc and it's your responsibility to carry out appropriate due
diligence on the firms. Other services of a similar nature may be available or may become available.

Data sharing
As M&G Wealth (part of M&G plc) and FE CashCalc have teamed up to run this seminar, event data and feedback from

this seminar will be shared between M&G Wealth and FE CashCalc accordingly. By registering and/or attending this
seminar you have agreed to these terms. For more information on each company's data handling process, please visit

their privacy notices on their websites.

‘ | FE CashCalc
o

For Adviser use only. Not for use with clients.



Our learning objectives for the session

Explain how
Cashflow modelling
can be used in the
advice process to
help clients visualise
their retirement

Explore DB
transfers in relation
to regulatory
requirements and
good practice for
Cashflow
modelling.

Demonstrate how
Cashflow modelling
can help clients
understand the risks
in retirement.

Demonstrate how
Cashflow
modelling can
assist advisers with
their Consumer
Duty
requirements.

Demonstrate your
capacity for loss
process by effective
stress testing of client
outcomes.

FE CashCalic:
Explore Digital fact
finds and software

integration and
how Cashflow
modelling can be
used for protection
planning.

For Adviser use only. Not for use
with clients.



Cashflow week

used for effective IHT planning.

Voya N '|' Describe how Cashflow modelling can be

Explore Digital fact finds and software
‘ RN SN e[ [e: ][l integration and how Cashflow modelling
yi can be used for protection planning.

Explain the impact of different retirement

FINCALC income strategies

This is just for UK advisers — it's not for use with clients




PROVIDER INSIGHT \‘
Sol joined CashCalc in 2019 as Operations and Client

Support Manager to improve product usability and solve
clients’ pain points.

She became Advisory Account Director in 2021 following FE
fundinfo’s acquisition of CashCalc.

Sol ensures that FE CashCalc and FE Analytics customers
use FE fundinfo’s technology to be more efficient in their day-
to-day jobs.

Solene Lemoigne,
Adviser Account Director

‘ b ‘ FE CashCalc
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CASHFLOW MODELLING STATS

Client Portal Average 2021-2022
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 In 2022, there were over 10,000 clients created
every month, half of whom completed a fact find

« Each client onboarded sent an average of 3
documents to their adviser through the Portal

This is just for UK advisers —it's not for use with clients

« Average growth of 20% every year of
cashflow forecasts created

{ ) ‘ FE CashCalc
V|



Types of cash flow modelling

Stochastic

Deterministic

N\

Assumptions:

 Reasoned and
reasonable

* Reflect the assets
that you're invested In

e Stress test

 Go beyond average
life expectancy

This is just for UK advisers — it's not for use with clients



How do | measure capacity for loss?

Client ABILITY
What Client All about the
expenditure? discussion Numbers

This is just for UK advisers — it's not for use with clients



Establishing the need & potential cross
over from FG21/3

Discretionary

Ltestyle + Capacity for loss?
EN

Essential

- /

https://www.fca.org.uk/publication/finalised-guidance/fg21-3.pdf This is just for UK advisers — it's not for use with clients



Demo of FE CashCalc

Stress testing system demonstration

See Replay Recording

‘ | FE CashCalc
7|

This is just for UK advisers — it's not for use with clients



PFS good practice guide
4. Use of cashflow modelling

Robust Cash Flow modelling should stress test different

combinations of retirement income solutions across a Good
range of different market conditions, enabling the client to S Pr?ﬁlgg

understand the most suitable way to meet their
personalised objectives and how they might be affected
by certain events such as:

A practical guide to

- Periods of increased/decreased market volatility and
different sequences of market return

« The need to increase income taken from a portfolio
The need for any ad hoc withdrawals N 3
Inflation is higher (or lower) than expected/predicted ’
Living longer than expected

Future returns prove to be lower than expected

Unpredictable events — a global recession, the need to
fund long term care etc..

Foreword 2

https://www.thepfs.org/media/10129449/good-practice-guide-advised-pension-income-drawdown-c1.pdf This is just for UK advisers - it's not for use with clients






‘Cashflow modelling is like
letting a child mark their
own homework!’

This is just for UK advisers — it's not for use with clients



Poll 2

How often does the firm review the
underlying assumptions to ensure the
CFM approach remains appropriate for

use’?

Every year
Every two years
Every three years

Other

OOwWp



4 N

'In preparing for battle | have always
found that plans are useless, but
planning I1s Indispensable’

- /

Dwight Eisenhower

This is just for UK advisers — it's not for use with clients



Cashflow modelling & DB Transfers

CONDUCT
AUTHORITY

FEA FINANCIAL COBS 19 Annex 4A Appropriate pension transfer analysis .”

5 Where a firm prepares a cashflow model, it must;

(1)  produce the model in real terms in line with the CPI inflation rate in COBS 19
Annex 4C1R (4)(d);

(2) | (if the net income is being modelled) ensure that the tax bands and tax limits
applied are based on reasonable assumptions;

(3)  take into account all relevant tax charges that may apply in both the ceding
arrangement and the proposed arrangement; and

(4) include stress-testing scenarios to enable the refail client to assess more than
one potential outcome.

Source: https://www.handbook.fca.org.uk/handbook/COBS/19/Annex4A.html This is just for UK advisers — it's not for use with clients



DB FG 21/03 — APTA and cashflow
modelling

5.19 You may want to use cashflow modelling to demonstrate to the client the extent to which they are able
to meet their needs and objectives throughout retirement whether they transfer or remain in the scheme. A
cashflow model can factor in the client’s other retirement provision. |t can also demonstrate the investment
risk clients would be taking and when they might run out of money. Firms who use a cashflow model should
carry out projections that go beyond average life expectancy as clients may live well beyond the average.

Poor Practice —

A firm undertook cashflow modelling for their clients as part of APTA. Where clients wanted an index-linked
income for life, they assumed the same rate of withdrawal of 4% for every client irrespective of their age, the
potential returns from the proposed destination or the charges that would apply.

The firm also failed to stress test the model. This meant that the firm failed to consider what the client
actually needed or wanted as a starting income, and the extent to which income needs could be met over
time as a result of market downturns.

The cashflow model was too generic to be useful to clients and increased the risk that they think that the rate
of return was guaranteed.

https://www.fca.org.uk/publication/finalised-guidance/fg21-3.pdf



DB FG 21/03 — APTA and cashflow
modelling

Good Practice -

A firm used cashflow modelling to show how income from the client’s different assets would start at different
ages and meet their essential and lifestyle needs up to 100 years old. The firm included relevant charts in its
suitability reports to show how discretionary spend might need to reduce over time, particularly if there was a
market crash. The firm used the same growth rates in its cashflow modelling as those used in the KFI, so the
client could see consistent outcomes for the proposed transferred monies.

Poor Practice —

A firm undertook cashflow modelling but did not assume that tax bands would increase with inflation each year.
This meant the firm gave the client misleading information about net income from both the DB scheme and the
proposed DC arrangement. The firm used growth rates that were 2% higher than those used in the KF| but
provided no justification or explanation for these. They gave the client several pages of modelling output
containing tables of numbers that were not explained

https://www.fca.org.uk/publication/finalised-guidance/fg21-3.pdf



Example
FCA Retirement Income Advice Survey

77. What assumptions are used for your firm's CFM?
(select all that apply)

[ ] Health and longevity

D Additional/other income in receipt
D Marginal Tax rate applicable

[[] Inflation

[[] Growth rates

[] Customer income needs, including essential expenditure, and objectives
[] Discretionary expenditure

[] Investment charges assumed

D Investment charges actual

[] Investment risk

[] Investment growth

[ ] Totality/level of charges

[ ] Future inheritance

D Spouse pension (on death of spouse)

[] Other

This is just for UK advisers — it's not for use with clients



Choice of ‘'smoothed’ multi asset funds
Helping investors ‘stay the path’

7.0% 7.7%
PruFund PruFund
Cautious Growth

6.5% 6.9% 7.4% 71.7%
Risk Risk Risk Risk
Managed Managed Managed Managed

PruFund 1 | PruFund 2 | PruFund 3 | PruFund 4

6.5% 6.9%
PruFund PruFund
Planet 1 Planet 2

8.0%
Risk
Managed
PruFund 5

8.0%

PruFund
Planet 5

Lower risk

Source: M&G Treasury & Investment Office as at 19t July 2023,

The table shows the current Expected Growth Rates, gross of all product charges (including Annual Management Charges).

> Higher risk

Realistic return expectations
are key to retirement planning

The Expected Growth Rate
(EGR) is an estimate of the
expected investment return
over the long-term

Our in-house stochastic asset
model is used to generate a
distribution of possible future
iInvestment returns (having
regard to the current asset mix
In each fund) over a 15 year
period

For Adviser use only. Not for use with clients.






What is the consumer duty?

e A firm must act to deliver good outcomes for retail

Consumer Principle customers
* Principle 12

Firms must
e Act in good faith toward retail customers

Cross-cut'ting rules e Avoid foreseeable harm to retail customers

e Enable and support retail customers to pursue their
financial objectives

e Products and services

® Price and value

e Consumer understanding
e Consumer support

Four outcomes

This is just for UK advisers — it's not for use with clients



CONSUMER DUTY AND CASHFLOW MODELLING \

N\

FE CashCalc’s integrated suite of financial planning tools are specifically designed to help
the entire financial planning process: from creating powerful lifetime cashflow plans to
enhancing client engagement with simple and visual reports.

KEY BENEFITS:

* Net and gross cashflow modelling tools build your financial plan and show clients in real time how it
may behave with the option to refine it if required.

« Add life-changing events into a timeline and demonstrate how you have considered risks that can
affect your clients’ financial plans and goals.

 Stress testing and forecasting visually bring the financial plan to life and help prepare clients for
worst case scenarios, as well as ensuring that recommendations meet their needs.

« Create powerful and engaging reports which are easy to understand and empower your clients to
make informed decisions.

« Complement the cashflow plans you create by using our entire range of financial planning tools,
which includes mortgage, investment, protection and IHT tools.

{ h) ‘ FE CashCalc
> |

This is just for UK advisers — it's not for use with clients



CONSUMER DUTY AND ONBOARDING \

FE Onboard enables clients to complete their fact find, attitude to risk questionnaire and
sustainable investing questionnaire remotely through a bank-level secure Portal.

N\

You can use this information to collect and assess your clients' preferences, objectives,
and capacity for risk/loss, and to segment your client base.

SOME OF THE KEY BENEFITS:

« Our secure client Portal enables clients to complete a digital fact find (which can be customised),
and onboard themselves remotely, ideal for vulnerable clients who may not be able to meet with
you in person or require assistance collecting data and completing forms.

« 2-way document exchange enables both you and your clients to digitally share documents.
« Secure messenger and full history of communications with your clients and signed documents.

 Integrates with your back-office for further efficiency and to remove the chance of manual input
errors.

« Tagging functionality to segment your client base and highlight any specific needs or vulnerabilities.

« Bulk send communications and documents to segments of your client base.
{ 3 ‘ FE CashCalc
>

This is just for UK advisers — it's not for use with clients



Demo of FE CashCalc

Best practice & case studies on the
system

Including the 6% individual learning
outcome

See Replay Recording

‘ | FE CashCalc
7|

This is just for UK advisers — it's not for use with clients



What is the next evolution in cashflow
modelling?

This is just for UK advisers — it's not for use with clients



THE NEXT EVOLUTION IN CASHFLOW MODELLING? \

Overview Inves tment Breakdown

NAME

Pru Index Linked Passive Pn S3
Pru Dynamic Growth Il Pn 53
Pru Discretionary S3 Pn

Pru BailGiffGbIStwdp Pn 53

Pru UK Equity Pn Pre A

PRICE

2.736000

1.427000

4159000

6.365800

28.672000

VALUE

£13,680.00

£142.70

£415.90

£63.66

£860.16

1. Getthe fund holdings from your back-office or platform

2. Create your portfolio comparison in FE Analytics

DATE

3/08/2023

3/08/2023

3/08/2023

3/08/2023

3/08/2023

3. Push the recommended portfolios to FE CashCalc using visual

depictions of the client’s current situation and investment position

This is just for UK advisers — it's not for use with clients

Actions v

Owner(s) Fcl
Documents Policy number 123456789
Q Plan type Personal pension
B Plan provider Pru
@ Assumed growth 4%
@ Effective date

Export portfolio to FE Analytics

Delete all fund holdings

Generate a medium scan (.pdf) [

Discover what you can do u
integration with FE Analytics

Find out more

{ h) ‘ FE CashCalc
> |

7
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Evidence based income strategy

Adapted for a cashflow modelling process

Continually
assess/review

Investment
solution

Client aims and Income needs Assess risk Optimal
objectives analysis withdrawal

Digital fact Cash flow modelling with Cash _flow m.odelling linked
find and / or process for CAL / stress testing. with the investment
expenditure g Establishing the most tax g process, relevant
analysis efficient withdrawal across tax agsump’uons & stress
wrappers testing. Integral part of the
Assess ‘sustainability’ of income client review to assess
This is just for UK advisers — it's not for use with clients or impact of situations sustainability & suitability




The impact of withdrawals
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Total withdrawals - £23,750

£135,777

\ — £106,406

£87,731
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e PryFund Growth Fund Pn Ser A (0.65% pa charge) TR in GB === PruFund Cautious Fund Pn Ser A (0.65% pa charge) TR in GB

= | A Mixed Investment 20-60% Shares TR in GB = | A Mixed Investment 0-35% Shares TR in GB

Figures are for PruFund Cautious Pn Ser A and PruFund Growth Pn Ser A and are from 31 Mar 2015 to 31 Jan 2023. Initial investment of £100,000 and withdrawals of £250 per month
taken at the end of the month. The PruFund figures include a representative annual charge of 0.65% and any additional investment expenses, but not any product or advice charges, so the
amount an investor would get back would be less than shown here. Some, if not all, of the funds comprising the IA sector averages are net of fund charges. This example represents a
typical situation. Itis not related to any particular individual and does not recommend that course of action. Past performance is not a reliable indicator of future performance. The value
of an investment can go down as well as up. Your clients may get back less than they have paid in. Source: FE Analytics This is just for UK advisers — it's not for use with clients



Due diligence

This is just for UK advisers — it's not for use with clients. . Pru

part of M&G plc

What's your client’s capacity to lose capital? How does this product meet your client’s objectives and needs?
PruFund How much capital Target Yo can offer this fund to 3 client who is sble 1o lose all capital where there
Definition Comments
. loss can they take? customer - vion of capital a are guarantees available to offer capital protection. A capital guarantee is
Target Market Information reservation of cap available via the PruFund Protected Cautious Fund for those investing in our
J— Chients can sfford to You can affer this fund ta a chent wh is able to lose Onshore Bond products.
lose all capital, all capital.
Growtn o You can offer this fund to a client who is able to accept a limited fallin capital.

Clients are looking to
This is based on Prudential’'s opinion and doesn't take into account individual circumstances. keep their capial or o “You can offer this fund ta a client wha is able to accept 3 o Froducts which can access Prufund allow regular and ad hoc withdrawals;

Limited can afford ta lose @ s [

. Certain amount, st by limited fall in capital neame see Individusl product terms for further details.

‘What are the PruFund Funds the product
am: ‘What type of Time Horizon The recommended holding period is 5 to 10 years or more.
The PruFund funds aim: Q , tw,a You shauldn't affer this fund to a client that can't lose o v
« grow your client’s maney over the medium to long term [5 to 10 years or mare). @ investor is this et Clients car't accept ° capital A capital guarantee is available via the PruFund
« protect customers from some of the short-term ups and downs of direct U suitable for? any capital loss. Protected Cautious Fund far those investing in our Maturity date This s 2 fund and has no fixed matuity dste
Onshore Bond products.

stock market investments by using an established smoothing pracess.

PruFund funds are invested in the Prudential With-Profits Fund, which is one

of the largest with-profits funds in the UK. There are differences across the
range of PruFund funds in their objectives and mix of assets, and how PruFund Professional investor e
dler:iuf‘rs ré(urr:shmigr:veslols w.he: ZoTpare(d to U.(If:er Wﬁ-’:rojlshbrlsiness. What's your client’s risk appetite? How do your clients invest in this product?
e This is Prudential’s view of investment risk and may differ from others.
Your client’s capital is at risk.
Execution Only o This fund is available on an Execution Only basis.
L H i Can th
ow much knowledge does your client have? in the! o E . . o
This fund may be sitable for a cient who is able to accept a fall in capital i : o s .
| - O ~  We've based these on the standard definitions of types of investors included in the European invest? Hen-Advised This fung s avalianis on & Nen-Advised basis
= Financial Management Association {z).
Advised o This fund is available on an Advised basis.
« Basic knowledge of how investments work Target
« Can make decisions based on requlsted and authorised documents | customer Can they This fund may be suitable for a dient who is able ta accept s moderate
Basic investor or with the right advice invest? fall in capital
« No experience of the financial industry o

# Usuzlly a first-time investor o For more information, please contact your

Can they 0 This fund may not be suitable for a client who ism't able to sccapt 3 g ? Prudential Account Manager.

moderate fall in capital. This is dependent upon the fund selected

« Average knowledge of how investments work
« Can make an informed decision based on regulated and authorised
Informed investor documents or with thair own knowledge

« Understands spacific factors or risks

* Some experience of the financial industry

* Good knowledge of how investments work

Advanced investor | « Good financial industry experience o

« Has access to professional investment advice

Key: Yes o No e

https://www.mandg.com/pru/adviser/en-gb/insights-events/news/customer-duty#undefined

This is just for UK advisers — it's not for use with clients



Detailed support

Your Total Value

£37023.01

Grous amount  Net ameont

Ths s Just for LIK advisers - s 1ot for wee with clerts . PI’U\ Subaceount pumber v::
Drawdown Review Checklist ’ am00 m
Tott Movey Ovtfo o \ €228000 o0
£2,765.00
’ petacem dobma oy etamruguris b e ManawQut History hoice
( ] pru\ Wohongs  Lastwpeion  Velie

Subsccount  Date

Drawdown Aims ani

©
«
Your Review - )
Mrs
Retirement Account | ‘:”
06 January 2021 - 05 January 2022

o

Source: https://www.pruadviser.co.uk/pdf/FRPM10431.pdf

Source: https://www.pruadviser.co.uk/pdf/FRPF282601.pdf

This is just for UK advisers — it's not for use with clients


https://www.pruadviser.co.uk/pdf/FRPM10431.pdf
https://www.pruadviser.co.uk/pdf/FRPF282601.pdf

PFS Good practice guide

8. Establishing a ‘prudent’ withdrawal rate | Good
Linked to the above, advisers should have a robust framework in place when it comes to advising clients on what ' Practice
commentators often refer to as a Safe Withdrawal Rate (SWR). There is no such thing as a universal safe withdrawal T Guide

rate, as every client is different and has different circumstances and objectives. Good practice should also extend to
the use of more accurate words such as ‘personalised’, ‘prudent’ or ‘reasonable’ withdrawal rates. Any withdrawal rate
should be established and supported by robust modelling and stress testing across a range of market scenarios. Taking
into account the clients personal and financial circumstances..

March 2023

A practical guide to
9. Minimising Tax

One of the key ways advisers can demonstrate value (and increase sustainability of income) is in respect of limiting tax
on withdrawals. Tax rules on pensions are constantly changing, and the impact of these rules on retirement income
advice is a subject that is beyond the scope of this guide. The PFS regularly hosts events (such as its investment,
retirement and later life roadshows) which provide expert commentary on tax rules as they evolve and are an excellent Foreword 2
source of up-to-date information on this subject. Adviser Good Practice 3

Appendix - The rules and regulatory 7
source material

10. Consideration of other opportunities

Where appropriate, adviser should consider other planning opportunities related to drawdown, including for example,
the use of spousal bypass trusts, the recycling of income and the use of excess income to fund pension contributions
(e.g. for children or spouse).

11. Creating a defined, repeatable process

Scoping out, documenting and following a defined process that is flexible enough to accommuodate all types of clients’
current and evolving needs, as well as predictable and unpredictable events will help ensure advice remains suitable
and compliant. Such processes should cover onboarding both new clients and a robust review for existing clients.

Source: https://www.thepfs.org/media/10129449/good-practice-guide-advised-pension-income-drawdown-c1.pdf

This is just for UK advisers — it's not for use with clients


https://www.thepfs.org/media/10129449/good-practice-guide-advised-pension-income-drawdown-c1.pdf

GET STARTED TODAY

Visit our website or scan the QR code below to sign up for a 28-day FREE TRIAL

‘ b ‘ FE CashCalc
> |


https://hubs.ly/Q021rckt0

Our learning objectives for the session

Explain how
Cashflow modelling
can be used in the
advice process to
help clients visualise
their retirement

Explore DB
transfers in relation
to regulatory
requirements and
good practice for
Cashflow
modelling.

Demonstrate how
Cashflow modelling
can help clients
understand the risks
in retirement.

Demonstrate how
Cashflow
modelling can
assist advisers with
their Consumer
Duty
requirements.

Demonstrate your
capacity for loss
process by effective
stress testing of client
outcomes.

FE CashCalic:
Explore Digital fact
finds and software

integration and
how Cashflow
modelling can be
used for protection
planning.

For Adviser use only. Not for use
with clients.
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