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Robot, cyborg or traditional 
- the role for automation? 



©2016 Distribution Technology Ltd. All Rights Reserved. 

Binary choices are always hard 
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Referendum on the United Kingdom’s membership of the 
European Union 

Vote only once by putting a cross       in the box next to your choice 

Should the United Kingdom remain a member of the European Union 
or leave the European Union? 

Remain a member of the European Union 

Leave the European Union 

X
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Referendum on the future of investment advice 

Vote only once by putting a cross       in the box next to your choice 

Will the future of investment advice be the robot, cyborg or traditional? 

Robot 

Cyborg 

Traditional 

X



The future of investment advice 

 
 

Manual investment 
advice in a digital world? 
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How far can 
automation take us? 
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Can you automate and 
ensure  

investment suitability? 
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Where have all the 
unicorns gone? 
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What is the  

golden triangle? 
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Mean client age 
2011: 51 
2016: 56 
 
Median wealth for 
client under 45 
2011: £27k 
2016: £45k 
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Over the last 5 years advice firms have serviced 
increasingly older and wealthier clients  

Source: Dynamic Planner 250,000+ records, September 2016 



The process of 
investment 
advice is often 
slow, manual and 
focused on a 
demographic 
used to a 
traditional 
service model 

0.75, 12% 

2, 33% 

2.17, 35% 

1.25, 20% 

Typical time taken in manual 
investment review process (hours) 

Obtaining valuations 
Risk profiling and updating fact find 
Creating a review report 
Transacting recommendations 

6.17 

Source: F&TRC analysis commissioned by DT, 2014 
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2-3 hours 
(adviser) 

1-2 hours (admin) 

Fees:  £350 - £450 
minus 
Costs: £330 - £510 = 

Figures based on DT client research 
2016: £150 per hour billable rate for 
advisers, £30 per hour administrator. 
Typical adviser charge 3% initial and 
0.5% ongoing 

Platform 
•  Transaction 
•  Administration  

Advice 
•  Risk profiling,  

client  
discussion, basic 
fact find  

•  Research, write 
and check 
suitability letter 

Arrange 
business 
•  ID Verification 
•  Application forms, 

paperwork, chasing 
and admin 

Typical time and cost to 
advise on a Stocks & 
Shares ISA 

Source: DT in depth interviews, December 2015 

Delivering investment advice to lower value clients 
is challenging as the same process is often applied 
regardless of case size 

Marginal to 
loss making! 

7 



The result is that 
firms tend to 
focus on servicing 
a limited segment, 
avoiding lower 
balance customers 
…and the next 
generation 

Simple 
low value  

Complex 
high value  

Engaged 

Not 
engaged 

Do it  
For Me 

PS I only have a small amount to 
invest, so your normal process will 

be unprofitable 

Do it  
For Me 
(DIFM) 

Do It  Yourself Do it 
with me 

“Small clients today maybe 
tomorrow’s wealthy investors” 

*Source: Accenture, the great wealth transfer, 2013 

“66% of millennials likely to fire 
their parents’ advisor after inheritance*” 

AVOID 
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Over the last 5 years there has also been a shift in 
customer service expectations as digital has 
exploded. This is expected to accelerate 

Investment advice - 
expected shifts in 
behaviour over next 
5 years 

Source: Roubini ThoughtLab, September 2016. 2,000 investors and 
500 investment providers across 10 markets, including the US, UK, 
Germany, Australia, China, Hong Kong, Mexico, Canada, 
Switzerland, and Japan. Investors represented a cross-section of 
investors with different levels of investable assets. 
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The focus on fees and pricing structures as investors 
search for value is also expected to grow 

What is most 
important to you 
when selecting an 
investment advisor? 

Source: Roubini ThoughtLab, September 2016.  
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This focus on fees 
is a substantial 
driver behind the 
growth in passives 
as advisers look to 
manage total costs 
to clients 

Source: Investment Association, 2016 
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Effective risk based investing is now a key factor in 
winning investor trust 

Best methods 
for investment 
advisors to 
gain trust 

Source: Roubini ThoughtLab, September 2016.  
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The growth in 
outcome and 
allocation funds is 
a response to risk 
based investing 

Source: Investment Association, 2016 
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Operating a 
manual 
investment 
advice business 
in a digital 
world is 
challenging 
today and will 
be even more 
so tomorrow 

Costly 
traditional  

service 
model 

 

Lower value 
clients & 

next  
generation 

Consumer 
access 

and service 
expectations 

Investor 
search  
for value 

Risk based 
investing 
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So the 
question is; 
how far can 
automation 
take us? 
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There is a hierarchy to automation from basic needs 
planning to more complex holistic planning and advice  

Needs 
Level 

1 
Will my dependents be financially secure if I 
die? How much to save to have a secure 
retirement? What might my cash-flow look like 
if I lost my job? 

Guidance 
Level 

2 
How much risk is right for me? What is a 
suitable asset allocation? Which investments 
are a suitable risk? 

                 Personal 
recommendations        

Level 

3 
Which specific investments in which 
combination are suitable given my risk profile 
and circumstances, including tax and product 
features? 

    Holistic 
Planning Level 

4 
How do I address my financial needs across 
multiple areas including capital and income tax 
optimisation? 

16 



The higher up the hierarchy, the greater the barriers to 
customers taking action based on full automation  

Needs 
Level 

1 Inertia 

Guidance 
Level 

2 Emotion 

                 Personal 
recommendations        

Level 

3 
Trust in a black box 

    Holistic 
Planning Level 

4 
Data 
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Mental accounting 



Large data sets enables model driven advice to continuously 
improve accuracy. Self-learning models are a realistic expectation  
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Source: Dynamic Planner 50,000 responses 



There are 2 specific 
regulatory challenges 
which until resolved will 
continue to constrain the 
widespread adoption of 
automation  

* Sequences shortened 

“Guidance can be viewed as 
regulated advice”* 

“Suitability requirements for 
focused/simplified advice are 

unclear”* 
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The Treasury and 
Regulator now 
appear intent on 
addressing these 
and encouraging 
innovation and 
automation  

20 



Investment suitability however also remains a key 
focus for the FCA 
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Significant 
suitability fines 
and sanctions 

•  2016 – Wealth manager - £1.2m 

•  Numerous back book reviews for larger firms  

•  Numerous Directors banned for suitability 
failures from smaller intermediary firms 

•  2012 – Wealth manager - £412k 

•  2013 – Asset manager - £3m 

•  2013 – Intermediary - £6m 

•  2014 – Asset manager - £18.6m 

•  2014 – Bank - £12.4m 

Assessing 
Suitability 
Finalised 
Guidance 

 
March 2011 

Dear CEO 
Letters 

 
 
 

June 2011 

TR15/12 
Suitability of 
investment 
portfolios 

 
Dec 2015 

TR16/1: 
Assessing 
suitability 

 
 

Jan 2016 

MiFID II 
 
 
 
 

2018 



If you are going to automate, how do you ensure 
investment suitability? 

Consistency of: 
l  Risk definitions and boundaries 
l  Asset class assumptions  
l  Language from client to investment manager 
l  Data definitions  

 

Asset & Risk Model 
integrity = 

Suitability Investments Investors Establish 
investor risk 

profile 

Agree target 
asset 

allocation  

Select suitable 
funds and 
products 

Review 
portfolio 

against target 
risk profile 
(Qtr-Ann) 

Establish 
investment 
risk profile 

Review 
against target 

risk profile 
(Quarterly) 

Review asset 
model 

assumptions 
(Quarterly) 



Where investor risk profile and expectations are set in an 
automated process, ARM integrity is even more important 
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Source: Dynamic Planner Asset & Risk Modelling team. September 2016 actual performance  

ARM integrity ensures investment suitability is in the DNA of your 
investment proposition whether automated or not 



US robos have shown the critical importance of 
engaging digital tools, processes and reporting  

24 



However customer acquisition costs have seen standalone firms 
acquired by traditional brands frequently with a view to building 
hybrid models.  
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Standalone new 
brand robos  
l  Unprofitable / 

unsustainable cost of 
customer acquisition  

l  Blackrock + Future 
adviser, Northwestern 
Mutual + Learnvest, 
Invesco + Jemstep, 
Goldman Sachs + Honest 
Dollar 

Large direct brands 
offering Robos 
l  Schwab, Vanguard, 

others trialling 

l  Play to existing self-
directed customer base 

l  Robos tying up with 
advice firms  

l  Future Advisor + LPL (US 
largest broker dealer, 
RBC, BBVA Compass) 

l  SigFig + UBS, Santander  

Robos with own 
personal advisers 
l  Personal Capital $2bn 

AUM (1/3 of assets from 
customers with +$1m) 

l  Financial Engines: 
-  America’s largest RIA 
-  $123bn AUM, $300m t/o.  
-  Bought 123 Mutual 

 Fund Stores, rolling out 
 face-to-face advice 
 from last month 



UK advice firms see significant benefits in 
providing online advice  
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33.30% 

21.60% 

18.60% 18.60% 

Providing cost-effective 
support to existing clients 
for more straightforward 

needs such as ISAs 

Attracting new clients Supporting existing clients 
who are not currently 

actively being serviced 

No benefit 

What do you feel are the main 
benefits of providing online advice?  

Source: Dynamic Planner adviser user survey, 55 firms. December, 2015  



Effective automation requires a ‘golden triangle’ around 
a human adviser. A hybrid model. 
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Adviser 

Engaging, digitally supported process  
(for customer and adviser) 

Low cost, multi-asset, 
risk targeted product 

Asset & Risk Model integrity  



A successful hybrid model requires change across the entire 
value chain 
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Engage 

l  Face 2 face 
discussions  

l  Paper fact find and 
on-boarding 

Plan 

l  Re-keying across 
data islands (CRM, 
BOS, platforms) 

l  Face 2 face service 

l  Heavy use of back 
office staff 

l  Multiple risk models 

l  Complex, costly 
products and 
portfolios 

Arrange 

l  Re-keying of portfolio 
to platform  

l  4-eyes keying 

l  Unacceptable error 
rates 

l  Re-key for MI and 
regulatory reporting 

Manage 

l  Manual valuation 
retrieval  

l  Paper valuation 
statements prepped 
for client meeting 

l  Manual reporting of 
risk and performance 

l  Manual rebalancing  



In the future successful automated advice will be part of 
an integrated process with a single ARM and lower cost, 
risk targeted investments 
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Engage 

l  Digital need 
specific automated 
guidance and 
advice  
(Levels 1-3) 

l  Digital customer 
completion of 
information inc. risk 
profiling supporting 
all levels 

Plan 

l  Engaging end-to-end 
process integrated 
via APIs 

l  Multi-channel 
fulfilment  

l  Adviser use of tablet 
apps or screen-share 
with client 

l  Single ARM 

l  Low cost, risk 
targeted, multi 
asset investments 

Arrange 

l  STP to platform / 
custodian to ensure 
‘what gets planned 
gets placed’ 

l  Automatic 
submission to back 
office for fee 
reconciliation and MI 

Manage 

l  Digital portfolio 
aggregation across 
platforms 

l  Secure client apps 
for reporting 

l  Portfolio reporting v 
risk benchmark 

l  Auto rebalancing 

l  Personal alerts and 
advice  



Our own AccessAdvice initiative launches Spring 2017.  
A mobile first app any financial adviser or institution can 
make available online 

Deliver advice 
with your:  

l  Brand 
l  Service levels 
l  Product 
l  Platform 
l  Investments 
l  Planning rules 
l  Suitability report 
l  Agency 
l  Back office 
l  Fees 

and Dynamic 
Planner’s… 

l  Trusted asset and 
risk model 

l  Preconfigured risk 
targeted 
investments from 
brands you already 
use 

l  Integrated platforms 
you already use 
through 
WealthConnect for 
2-way integration 
and portfolio  
reporting 

30 



The hybrid approach will turn loss making cases 
into profitable ones while keeping the adviser at the 
centre of the relationship 
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2-3 hours 
adviser 

1-2 hours 
admin 

Platform 
•  Transaction 
•  Administration  

Advice 
•  Client  

discussion and 
basic fact find  

•  Research, write 
and check 
suitability letter 

Arrange 
business 
•  ID Verification 
•  Application forms, 

paperwork, chasing 
and admin 

15 minutes 
Adviser/ 

paraplanner 

30 minutes 
admin 

Fees:  £100-200 minus 
Costs: £50 =  
 
 

Profitable relationship 
from the start! 



The hybrid approach will open up a significant new 
addressable market along with a mechanism for 
reaching the next generation  

15 million 
households 

with £1k - £50k 
to invest* 

Simple 
low value  

Complex 
high value  

Engaged 

Not 
engaged 

 In terms of time taken, I could see this going 
from 5 hours to 45 minutes work for us 

We have a lot 
of clients with 

ISAs, and 
would look to 
offer this to 

existing clients. 

It’s another 
string to our 

bow, and 
would help us 
with the £3-5k 
type of client.  

This would be good 
for 'reviving’ clients 

who have been 
dormant for some 
time -  some firms 

have a lot of clients 
who may have since 

gone to other 
advisers, potentially 

being a missed 
opportunity.  

This would mainly appeal to younger clients and people leaving 
things to the last minute (often the same people!) - being able to 

do this online from an app would really help.  

*Source: FAMR 
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Would you really bet against him? 
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Referendum on the United Kingdom’s membership of the 
European Union 

Vote only once by putting a cross       in the box next to your choice 

Will the future of investment advice be the robot, cyborg or traditional? 

Robot 

Cyborg 

Traditional 

X



Thank you 
bengoss@dynamicplanner.com 
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@bengoss 

linkedin.com/in/ben-goss 

blog.dynamicplanner.com  


