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NAVIGATING SUCCESS

Scaling a financial services business
today requires more than just ambition
- it demands a strategic, multifaceted
approach.

Whether it’s adapting to the latest digital
innovations, securing the right funding,
or navigating complex regulatory
landscapes, financial services firms face
unique challenges as they grow.

At Menzies, we understand these challenges. Over

the years, we’ve worked alongside a range of financial
services businesses, helping them to scale with
confidence by providing expert guidance on everything
from systems transformation to international expansion.
We pride ourselves on being trusted advisors to
businesses, helping them navigate each stage of their
growth journey. We combine our in-depth industry
knowledge with practical solutions, enabling our clients
to achieve their growth ambitions while staying agile and
compliant.

In this whitepaper, we’ll explore the key factors that
financial services businesses need to consider when
aiming for scalable growth. | hope you find the insights
valuable, and | encourage you to engage with our team

to discuss how we can support your business as you
scale. We're here to guide you through the complexities of
growth, whichever stage you're at.

Mike Ayres,
\/ Partner

mayres@menzies.co.uk
b +44 (0)3309 129591

www.menzies.co.uk
advice@menzies.co.uk
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SECTION ONE: OPTIMISING YOUR SYSTEMS

For any financial services business, the ability to scale
effectively relies heavily on having the right systems

in place. Robust software, integrated management
information, and data-driven decision-making are the
bedrock upon which sustainable growth is built.

DIGITAL TRANSFORMATION AND Al:
THE NEXT FRONTIER

Digital transformation is no longer optional - it is a
necessity for businesses looking to scale in the financial
services sector. Cloud-based platforms, Al-driven tools,
and integrated data systems can streamline operations,
enhance decision-making, and improve customer service.
These more advanced systems allow you to leverage
real-time data to predict trends, manage risk, and optimise
performance, giving your business a competitive edge.

Research by the FCA "l has shown that 75% of financial
services firms are already using Al, with an additional

10% planning to adopt it within the next three years. While
many of the respondents to this research were banks,

this still highlights the broad potential of Al to transform
operational efficiency and innovation across the sector.
Applications extend beyond banking into areas like
customer service, fraud detection, and risk management.
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Digital transformation is about creating a resilient, future-ready
business model that can adapt and thrive as market conditions change.
By investing in the right systems early on, you can leverage real-time
insights to make informed decisions, automate routine processes, and
provide better service to your clients. We’ve seen first-hand how firms
that embrace Al and data-driven technologies can drastically improve
their efficiency and decision-making, allowing them to scale faster and

more sustainably.

But technology alone isn’t enough. To truly benefit from digital
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Al AND DATA ANALYTICS

As highlighted in the recent FCA report, customer support
is one of the key areas where Al is expected to play an
even larger role through tools like chatbots, helping firms
improve client engagement while managing compliance
risks. Tools like Microsoft Copilot or Google Gemini 2.0
can support these improvements. For example, Google
Gemini 2.0 can power sophisticated, Al-driven customer
service bots that learn from interactions, reducing the
need for manual programming.

Beyond customer service, data analytics is equally
crucial for financial services firms looking to scale. By
analysing vast amounts of operational and client data,
businesses can extract actionable insights that support
smarter decision-making, help manage risks proactively,
and identify new growth opportunities. When Al is paired
with strong data analytics capabilities, firms can enhance
their forecasting, monitor compliance more effectively,
and drive strategic improvements across all areas of their
operations.

CLOUD-BASED SOLUTIONS

Cloud platforms offer flexibility and scalability, enabling
you to quickly adapt to growth without the need for
substantial infrastructure investments. They also facilitate
collaboration and ensure seamless access to critical
business information from anywhere, ensuring smoother
operations as you expand.

However, as the FCA notes, many firms underestimate
the complexity of Al and implement it without fully
understanding its capabilities or risks. For financial
services firms in particular, careful
planning and governance before
adopting new technologies is paramount.
Businesses must ensure they not only
understand Al’s potential but also how

it aligns with their strategic goals and
compliance requirements.

Nevertheless, a failure to explore and
implement Al could also leave you at a
competitive disadvantage. Those that
lag behind in adopting transformative
technologies risk losing ground to more
forward-thinking competitors.

transformation, firms also need structured financial processes and
governance frameworks in place. Without clear financial controls and

documentation, businesses risk inefficiencies, compliance issues, and
operational bottlenecks that can slow growth. Ensuring that financial
processes are well-documented and consistently
applied across the organisation is just as critical as

choosing the right technology.”

Aaron Jervis,
Systems Advisory Director

iy https://www.fca.org.uk/publications/research-notes/ai-uk-financial-services

Find out more about why having
a robust financial manual is
essential for business success
in our recent insight:

The Risks of Not
Having a Financial
Manual

www.menzies.co.uk/risks-of-
:] not-having-a-financial-manual/
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THE ROLE OF OUTSOURCING

As you grow, there comes a point when managing every process internally becomes inefficient. Outsourcing some
functions, such as payroll, forecasting, or compliance reporting, can free up resources and allow you to focus on your
core activities. It can reduce overhead costs while maintaining high service levels, particularly in areas that require
specialised knowledge, such as regulatory compliance or data security.

Partnering with expert service providers ensures that critical functions are managed by professionals with deep industry
knowledge, enabling you to stay agile and compliant during periods of rapid growth. At Menzies, we collaborate closely
with clients to tailor solutions that meet their unique needs.

AN INVESTMENT CONSULTING CLIENT

Our client provides services to individuals, trustees, family offices,
and charities, assisting clients in making informed decisions about
managing their investments.

Menzies collaborates closely with them to deliver tailored bookkeeping
and management information (Ml) services. By understanding their
specific needs, we provide timely and customised MI that integrates
budgets and projects, supporting their quarterly board meetings and
strategic planning.

The Impact

Enhanced decision making: Access to precise and relevant
financial data enables this client to make informed decisions during
board meetings

Operational efficiency: Our comprehensive services allow them
to maintain a leaner finance team, focusing resources on core
business activities

Improved financial oversight: Customised Ml ensures that all
critical financial metrics are readily available, facilitating effective
monitoring and control.

Through our partnership, this client has strengthened its financial
management processes, empowering them to concentrate on
delivering exceptional investment consulting services to their clients.

GASE sTUDY

Outsourcing means you can focus on core competencies while ensuring non-core activities are managed with expert
precision. This flexibility enables you to handle growth more efficiently, ensuring you remain
agile and compliant — especially given how tightly regulated the financial services environment
is. When done correctly, outsourcing allows for scalability, with operational efficiency and
regulatory compliance being kept a priority at every stage of growth.”

Oliver Finch,
Partner and Head of Outsourcing




SECTION TWO: FUELLING YOUR EXPANSION

Scaling a financial services business

A large part of scaling a financial services business involves securing the right capital to support your growth, innovation,
and market expansion. But what are the options, and crucially, what are the right ones for your business?

Before diving into specific funding options, it's essential to understand the growth needs of your business. Whether you
are scaling through technology investments, expanding into new markets, or increasing your client base, the funding

strategy you choose will depend on these goals.

QUESTIONS TO CONSIDER:

i

X

Are you expanding your
product offering, entering
new markets, or scaling
infrastructure?

What level of capital is
required - short-term
liquidity or long-term

investment?

@

How much control are
you willing to give up in
exchange for financing?

It's important to also consider impact on capital adequacy - will taking on more debt take you below required levels, or
can the loan be subordinated? FCA-authorised firms must also be aware that they need to report and get approval for
any change in control, typically when a new controller acquires 20% or more. Always seek independent advice before

proceeding and finalising any arrangement.

WHAT ARE SOME OF YOUR OPTIONS?

1. Traditional debt financing

For financial services firms with steady revenues and a
solid track record, bank loans remain a tried-and-tested
option. These loans typically offer predictable repayment
terms and interest rates, making it easier to plan long-term
financial strategies. Debt financing is ideal for firms with
steady revenue and the ability to manage fixed repayment
schedules.

Advantages: Retains full control over your business, with
no dilution of equity

Challenges: Requires strong financial health and
creditworthiness. Debt repayments can burden cash flow,
particularly in early growth phases. Additionally, the level
of funding available through traditional loans may not meet
the needs of rapidly scaling businesses.

2. Private Equity and Venture Capital

For financial services businesses that aim to scale rapidly
or innovate within the sector, private equity (PE) and
venture capital (VC) are appealing options. However,
these come with trade-offs in terms of ownership and
decision-making control. Both PE and VC firms also
typically expect a strong return on investment (ROI), which
may put pressure on the business to grow quickly. Firms
should weigh the benefits of rapid scaling against the
need for long-term stability.

Private Equity: PE firms invest capital in exchange
for equity, often playing a strategic role in helping
the business scale. This option is suitable for more
established firms with high growth potential.

Venture Capital: VC funding tends to focus on earlier-
stage companies with significant growth potential, such as
fintech startups. Venture capitalists typically provide not
just capital but also expertise and connections.
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DEBT VS. EQUITY - WHICH IS RIGHT FOR YOU?

Factor Debt Financing Equity Financing
Q O
Ownership Retain full ownership Dilutes ownership
@% Repayment Fixed repayments with interest No repayments, but shared profits
Risk Financial risk due to loan Reduced financial risk, but greater control
obligations loss
é IM I Investor No external involvement Active role in strategic decisions

Expectations

One of the biggest challenges financial services firms face when scaling is ensuring their capital structure aligns with
both their short-term needs and long-term objectives. While securing the right funding is critical, it's just as important to
evaluate the impact of that capital on your agility and regulatory standing. For example, equity funding might provide
the flexibility needed for innovation and rapid scaling, but it often comes with investor expectations
for high growth that can strain operational capacity. On the other hand, debt financing can preserve
ownership but may limit your ability to pivot quickly in a fast-moving market. The key is to approach
funding as more than just a financial transaction. It’s a strategic decision that should be guided by
both your current growth phase and your future direction.

Ross Wiggins, Deal Advisory Partner




GETTING AND STAYING INVESTOR-READY

MARK PERRIN,
STRATEGIC ADVISORY PARTNER

Securing external funding requires more than just a good pitch. It
often hinges on early preparation and having a solid financial model
that assures investors of your ability to grow, manage risks, and
generate returns. Failing to plan early and be fully investor-ready
can result in lower funding amounts and less favourable terms.
From my experience, there are three crucial components to focus
on:

REVENUE PROJECTIONS

Investors are looking for clear, realistic forecasts grounded in
market growth, your client acquisition strategy, and your plans
for product or service expansion. Demonstrating how you plan to
grow revenue with data-backed assumptions will give investors
confidence in your potential and scalability.

Using 3-way forecasting - integrating profit and loss, balance sheet,
and cash flow projections - can provide a more comprehensive

and credible picture of your financial future. It ensures that revenue
projections are not only ambitious but also realistic and achievable.
Additionally, you must be ready to answer the critical question of
“how” you will achieve your targets. Any lofty, unsupported goals
can undermine investor confidence, so a detailed strategy to back
your projections is essential.

COST STRUCTURE

A comprehensive understanding of both fixed and variable costs
is also important. Fixed costs may include operational expenses,
while variable costs could come from scaling, such as hiring or
tech upgrades. For financial services firms, this could also involve
international expansion costs, so be sure to show how you’ll
manage these as your business grows.

RISK MANAGEMENT

Investors expect you to identify potential risks — whether regulatory,
market-based, or operational — and to have clear strategies in place
to mitigate them. This shows investors you’re not only prepared for

growth but also for the challenges that come with it.

Early preparation is critical. By building these elements into
your strategy well in advance, you will position your business
to secure the funding it needs on favourable terms, setting a
strong foundation for sustainable growth.

Scaling a financial services business
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SECTION THREE: GETTING YOUR COMPLIANCE FOUNDATIONS RIGHT

Scaling a business without a strong compliance foundation
can be risky, especially in financial services. Numerous big
names in the sector have faced costly regulatory setbacks
that could have been avoided with proactive measures.

As your business expands, the complexity of maintaining
compliance only increases. For financial services firms,

Establishing a strong compliance framework early will
allow you to grow with confidence, knowing that your
regulatory standards are designed to scale with you.

It's about embedding compliance into every level of the
business to avoid disruptions, safeguard your reputation,
and ensure you can expand smoothly, whether in
domestic or international markets.

particularly those regulated by the FCA, a proactive
approach to compliance is an absolute necessity.

WHAT ARE THE KEY ELEMENTS OF A SCALABLE COMPLIANCE FRAMEWORK?

1. GOVERNANCE AND ACCOUNTABILITY

Establishing a scalable compliance framework begins with adopting a structured approach to risk management and
oversight. The Three-Lines Model, widely endorsed by regulators including the FCA, provides a clear framework for
defining roles and responsibilities across your business:

FIRST LINE SECOND LINE THIRD LINE
RISK OWNERS OVERSIGHT & SUPPORT INDEPENDENT ASSURANCE

Operational teams are responsible
for identifying and managing
risks within their daily activities.
Equip them with training, tools,
and clear accountability to embed
compliance into their workflows.
This ensures compliance risks are
proactively managed at the source
and integrated into business
operations.

2. EMBEDDING COMPLIANCE INTO
BUSINESS OPERATIONS

Compliance shouldn’t be an afterthought - it
should be built into every part of your business
operations. This involves integrating regulatory
checks and controls into day-to-day processes,
from client onboarding to transaction
processing, ensuring they’re not only compliant
but also efficient and scalable.

€

Compliance and risk management
teams oversee and support
the first line by monitoring
regulatory changes, advising
on risk mitigation, and ensuring
adherence to compliance policies.
They set up clear escalation
protocols for critical issues and
establish systems for centralised
oversight to identify trends and
gaps across the business.

Internal or external audit teams
provide an impartial review of
the compliance framework and
risk management practices. They
assess the effectiveness of the
first and second lines, provide
actionable recommendations to
address any weaknesses, and
report findings directly to senior
management or the board to
ensure accountability.

What do you need to consider around FCA compliance?

The Financial Conduct Authority (FCA) has been clear that while

it encourages innovation and the adoption of new technologies,
firms must maintain strong governance, control, and oversight of
any third-party systems and outsourcing providers, especially when
outsourcing critical services like data management or compliance
reporting. It's crucial to ensure that the systems you implement
have the appropriate controls in place to protect sensitive data and
manage risks effectively.

According to the FCA's outsourcing rules, you remain fully
accountable for all outsourced functions. Regular audits, risk
assessments, and performance reviews are crucial to maintaining
FCA compliance. While Menzies carries out client money audits,
we are not FCA compliance consultants. We maintain a panel

of trusted advisors to help businesses meet FCA compliance
requirements.

These consultants provide expert advice on system reviews,

risk assessments, and governance. Working with a specialist

to regularly review your systems and controls ensures you will
maintain strong oversight of outsourced functions, such as data
management or compliance reporting, and stay compliant with FCA
expectations.
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BEST PRACTICE: EMBEDDING COMPLIANCE INTO BUSINESS OPERATIONS

Map out the core processes within each department, from client onboarding to transaction approvals
and data handling, to identify where compliance is required. For instance, client onboarding may need
identity verification and anti-money laundering checks. These “checkpoints” should be embedded into
the operational workflow so that employees complete them as part of their standard tasks.

©

Compliance management systems can significantly reduce the burden of routine regulatory checks
by automating repetitive tasks, minimising human error, and maintaining consistency. A compliance
management system designed for financial services should include automated features specific to the
industry regulations such as anti-money laundering, consumer duty and transaction monitoring.

Create a digital knowledge base where compliance policies, procedures, and training materials are
stored and regularly updated. Ensure all team members have access and are notified when changes
are made to the knowledge base.

Regularly train staff on the importance of adaptability in compliance and include scenario planning as
part of these sessions. By simulating regulatory change scenarios, staff can practice quickly adapting
governance processes.

If you hold client money under the CASS rules, create a mapping document setting out each applicable
rule, its relevance, the control that is in place to ensure compliance, and the testing procedures to
prevent breaches.

© O 0 ©

PARTNER INSIGHT: COMPLIANCE SUPPORT

Menzies work with FCA compliance consultants to provide additional specialist
guidance, one of these has provided some examples of the kinds of situations
that may arise:

At O’Connors, we regularly support financial services firms in embedding compliance
into their operations from day one. Here are just a few recent examples of how we’'ve
helped businesses manage regulatory complexity while scaling:

Insurance Distribution: We advised a major high-street retailer on the regulatory
structuring of an Introducer Appointed Representative (IAR) agreement, ensuring it
met FCA requirements while protecting commercial interests.

Cryptoasset Perimeter Guidance: We helped a digital cryptoassets company
preparing to list on a UK stock exchange understand whether it needed FCA
authorisation, providing clarity on its regulatory obligations at a critical growth stage.

Bridging Finance Compliance: We supported a bridging finance lender in
assessing whether its lending activities required FCA authorisation, and advised
on how to structure agreements to remain compliant without triggering additional
regulatory burdens.

Contributed by Josh Bates, O’Connors - Specialist Legal Advisors to the
Financial Services Sector
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SECTION FOUR: GOING GLOBAL

For financial services firms, international expansion
is a powerful way to diversify revenue, access new
markets, and build a global footprint. However, it
requires careful planning to navigate the complex
regulatory landscapes, cultural differences, and
operational frameworks of each new region.

Here, Nick Farmer, Menzies’ Head of Outbound Services,
shares his key insights on what to keep in mind:

NICK FARMER,
HEAD OF OUTBOUND SERVICES

NAVIGATING REGULATORY FRAMEWORKS
ACROSS BORDERS

Every country presents its own regulatory landscape, and
in financial services, where compliance is complex and
closely monitored, understanding local rules is critical.
Partnering with on-the-ground advisors or leveraging a
global network like HLB can provide you with invaluable
local expertise. Menzies’ international desks, for instance,
can share essential guidance specific to certain regions,
from Germany to India.

Data privacy regulations add an additional layer of
complexity, making cross-border data management
essential. A centralised data management system that
allows for regional customisation will enable you to meet
compliance standards across multiple jurisdictions.

OPTIMISING YOUR TAX AND MARKET ENTRY
STRATEGY

Each country presents unique tax laws, corporate
structures, and incentives aimed at foreign businesses,
making strategic planning critical to profitability and
sustainability.

Choosing the right market entry structure, be it a branch,
subsidiary, joint venture, or strategic partnership, will
directly impact your tax obligations, legal exposure, and
flexibility. We work with our clients to identify the structures
that are best aligned with their goals and the regulatory
landscape of each market.

Many countries also offer tax incentives to attract foreign
investment. By leveraging these, you can reduce your
overall tax burden. Additionally, understanding and
applying double taxation treaties will prevent you from
being taxed twice on the same income.

When transferring funds across borders, it’s crucial to
establish fair transfer pricing practices that align with
international standards. These practices not only minimise
tax penalties but also facilitate profit repatriation, ensuring
smooth financial flows between your international
operations and home country.

THE GLOBAL ADVISORY
AND ACCOUNTING NETWORK

HL
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SUPPORTING AN INSURANCE BROKER WITH TAX-EFFICIENT EU EXPANSION

Expanding into international markets can create real opportunity for financial services firms, but it also
brings tax and regulatory challenges. An international health and life insurance provider, turned to
Menzies for help in setting up an EU subsidiary in the most tax-efficient way.

THE CHALLENGE

When financial services firms expand into new markets, they often need a local presence to comply
with regulations. In the EU, for example, firms cannot contract with local customers unless they have
a registered entity in the region. Our client needed to establish an EU subsidiary, but in the early
stages, this new company had limited local operations, mainly focusing on back-office functions,
sales, and marketing.

Because there was no senior management team based in the EU making key decisions, there was a
risk that tax authorities could see the company as still being controlled from the UK. This could lead
to dual tax residency, causing uncertainty and potential tax complications.

THE SOLUTION

Menzies worked closely with local tax advisers to ensure the company was compliant in both the UK
and the EU. A key part of this was clarifying tax residency: international tax treaties typically look at
where key business decisions are made or require negotiation between tax authorities.

To reduce uncertainty, Menzies helped put in place a clear governance framework, ensuring that
high-level decision-making was properly structured in the EU. This helped demonstrate to tax
authorities that the new subsidiary was genuinely operating as an independent business in its local
market.

GASE STUDY

THE OUTCOME

With Menzies’ support, their EU subsidiary was successfully set up in a way that was both tax-
efficient and compliant with UK and EU rules. The company avoided dual tax residency issues,
ensured smooth operations in the EU, and put in place the right structures for future growth.

CONCLUSION

SCALING WITH CONFIDENCE

Scaling a financial services business is challenging, but it's achievable with the right planning and support. Growth
doesn’t happen overnight. It requires solid systems, a clear compliance framework, and the right funding to support your
ambitions.

Every decision you make now lays the foundation for future success. Investing in scalable systems and embedding
compliance into your day-to-day operations will help you avoid roadblocks as your business grows. When it comes to
funding, understanding your needs and aligning them with the right options - whether debt, equity, or a mix - will ensure
your business has the resources to expand without unnecessary risk.

Expanding into new markets brings opportunities but also unique challenges. Having the right expertise to navigate
regulations and operational differences can make all the difference. Leveraging expert guidance from both a local and
global point of view is the key to getting it right.

The most successful financial services firms understand that growth is not just about ambition but also preparation.
At Menzies, we’ve seen the difference it makes when businesses take the time to get the fundamentals right before
embarking on a period of rapid growth - it always sets them up with a better chance of achieving sustainable success.

Wherever you are on your growth journey, Menzies is here to support you with the insights, tools, and expertise
you need to achieve your ambitions.
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