FINTECH AND ADVISORY TRENDS
AMONG U.S. CONSUMERS AND
FINANCIAL SERVICES PROFESSIONALS



Introduction

Nearly 15 years after the start of the Great Recession, and more than two years since the start of the ongoing
COVID-19 pandemic, American consumers are balancing an increasing number of financial priorities and goals. At
the same time, they are bombarded with nonstop, sometimes contradictory, financial information and recommendations

on what to do with their money.

It's not just the pandemic. COVID-19 was a stark reminder of our mortality, and many Americans did take reactive
steps to protect their family finances in case of early death or disability. But as consequences of other, longer-term

societal shifts come to the forefront, the American public faces a vastly changing personal finance landscape.

The ubiquity of social media has made platforms from Facebook and YouTube to Discord and TikTok go-to sources for
financial information — and misinformation. The upswing of various social justice movements, the growing diversity of

the U.S. and a hyperpolarized political environment have all powered the rise of ESG and religious investing.

The end of over a decade of low inflation and a housing market that went into overdrive overturned many Americans’
budgets and financial goals. On the fringes, alternative investments like cryptocurrencies hope to take advantage of

faltering faith in the traditional model of retirement planning as income inequality worsens.

In this chaotic time, the guidance of a qualified financial advisor armed with technological assistive tools is more
important than ever. Americans with financial advisors largely agree that financial experts are a critical source of
verified information on finance and investing. MDRT is providing this report as a tool for MDRT members and other
financial advisors so they know how to effectively help their clients. As the world swirls around them, Americans who
can depend on a financial advisor have an extra layer of security as they work to secure a comfortable retirement for

themselves and a financial head start for their children.

This report represents a deep dive into an array of FinTech trends impacting Americans across demographic lines, along
with the perspective of financial advisors on FinTech-related and other professional topics. We hope the information
contained within gives you greater insight into the challenges your clients and their children may be facing. Armed with
that insight, we hope you can give clients even better advice and further the MDRT values of excellent client service

and top-level knowledge.

MD I : I The Premier Association
of Financial Professionals”
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Overview

MDRT Research: FinTech Solidification, Successes and Sore Spots

We investigate the findings of an MDRT survey on consumer beliefs, expectations and desires around

FinTech, robo-advisors and related topics.

Ongoing Impact, Trends, and Issues of FinTech on the Financial Services Industry

A compilation of selected non-MDRT research on the growing impact of FinTech on financial advising

and insurance.

MDRT Research: A Look Back at Advisor Expectations for 2022

We investigate the findings of an MDRT survey of financial advisors on what investment, insurance and
financial trends they expected to discuss more with clients in 2022, as well as their adoption of various

examples of FinTech.

Recent Surveys of Insurance Agents and Financial Advisors

A compilation of selected non-MDRT research on job satisfaction, FinTech adoption, the growth in

independent agents and other professional trends in financial services.
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MDRT RESEARCH: FINTECH SOLIDIFICATION,

SUCCESSES AND SORE SPOTS

Financial advisors, insurance agents, market analysts
and more have all thoroughly documented the

ongoing rise of FinTech in both the financial services
profession and the wider financial sector. As clients’
technological expectations rise and robo-
advisor platforms gain more users, financial
advisors and insurance agents alike must keep
up with wider societal trends to remain relevant
in the eyes of their future prospects.

To examine the latest consumer developments within
these trends, MDRT conducted an online survey of 1,187
U.S. adults in January 2022. The survey revealed that
American consumers have fully embraced the FinTech
revolution — and they expect any advisors who haven't
to catch up. Social media as a source of financial news
is here to stay, and clients want to hear more about

which technologies advisors use to keep communications
open, financial projections accurate and client data safe.

Crucially, robo-advisors are also likely here to stay, but
their future is not necessarily to replace human advisors.
Most robo-advisor users report having a human
financial advisor as well, meaning these platforms may
end up simply becoming the tech-savvy advisor’s next

supplemental tool.

Deus Ex Machina? Humans
vs. Robots

The threat posed to human financial advisors and
insurance agents by robo-advisors has earned an
increasing amount of attention in recent years. As the
story goes, consumers will spend more and more of
their time online, forsaking physical reality as much
as possible as every imaginable service becomes

available with a tap of the finger. It's not just a fantasy
gone wild, either — it's a genuine gamble businesses
are making for the long-term, most notably Facebook
parent Meta with its eponymous metaverse. Of course,
the reality, applied to financial services at least, is much
more nuanced. In fact, a full picture of our FinTech
survey results reveals plenty of room for human and
robo-advisors to coexist.

Forty-one percent of survey respondents
reported having a human financial advisor,
including 45% of men and 38% of women. There was
only a slight correlation with age: 52% of respondents
over the age of 60 said they had a human advisor,
compared with 39% of 45-60-year-olds and 37%
each of 30-44- and 18-29-year-olds.

HOW AMERICANS MANAGE THEIR FINANCES

12%

I Neither human advisor
nor robo-advisor

Human advisor only

Human advisor and
robo-advisor

Il Robo-advisor only

29%

In contrast, only 17% of survey respondents
reported using a robo-advisor platform,
including 21% of men and 14% of women. Age

was more clearly a factor in robo-advisor use, with
26% of 30-44-year-olds and 21% of 18-29-year-
olds reporting they use one. In contrast, only 14% of
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AMERICANS' USE OF HUMAN AND ROBO-ADVISORS BY AGE

52%

39%
37% 37%
26%
21%
14%
9%
18-29 30-44 45-60 61+

M Human Advisor Robo-Advisor

45-60-year-olds and just 9% of respondents over

60 said they use a robo-advisor. Clearly, younger
generations find more value in these platforms than
their older counterparts. A full 65% of robo-advisor
users are under the age of 45, whereas 56% of human
advisors’ clients are 45 or older. But crucially, this
rising trend does not seem to be denting younger
Americans’ use of human advisors’ services.

Indeed, our survey found that 69% of robo-advisor
users also retain a human financial advisor,
constituting 12% of all Americans. This means
that only 5% of Americans use a robo-advisor
platform alone to manage their finances.
Looking at these stats the other way around, 29% of
all human advisor clients use a robo-advisor platform.
Robo-advisor users are not the future of financial
services, nor are they prospects human advisors will
only eventually have to woo. They are the present and
already make up a substantial part of the financial
services profession’s client base.

The increasing convergence of human and
technological options is also evident in how Americans
say they want their money managed. A 56% majority
of Americans say they want their finances handled by

a mix of people, robo-advisors and other technological

HOW AMERICANS WANT THEIR PERSONAL FINANCES MANAGED

I A mix of people,
robo-advisors and
technology

Entirely by people

36%
Entirely by
robo-advisors
and technology

tools. Another 36% of Americans say they want
their finances handled entirely by people. Only 8%
of Americans say they want their finances handled

entirely by robo-advisors and other technological tools.

Importantly, all three of these statistics hold up across
demographic lines, with no statistically significant
differences in opinion between Americans with and
without human advisors, robo-advisor users versus non-
users or men versus women. There are small differences
between age groups, with 18-29-year-olds slightly
more likely (17%) to say they want their finances
handled entirely through digital means. Still, 84% of
18-29-year-olds say their finances should be handled
by either a mix of human and digital means, or entirely
by people. Similar findings were also reported by a
2022 Vanguard study.

Benefits and Concerns: Human Advisors

A key driver behind Americans wanting both human
and technological oversight of their finances is that they
see human and robo-advisors having complementary
strengths and weaknesses. In the eyes of the American
public, human and robo-advisors have the potential, at
least, to bring unique assets to the table and make up for
each other’s possible shortcomings.
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The top three benefits Americans see in working
with human advisors over robo-advisors are
the opportunity to establish trust and build

a relationship (chosen by 66% of survey
respondents), ease of communication (65%) and
high levels of human interaction (49%). With one
exception, these are also the top three benefits of each
individual age group.

There are small differences in how strongly different
generations believe in these advantages for human
advisors. For the opportunity to build trust and
relationships, and ease of communications, about
three in every four Americans over 60 identify these
as benefits of working with human advisors, while only
about six in ten 18-29-year-olds do. Similarly, 56%
of Americans over 60 identified a high level of human
interaction as a benefit of human advisors, while only

42% of 18-29-year-olds did.

The one exception mentioned above is that 60%

of Americans over 60 also named “a variety of
communication channels” as a benefit of human
advisors over robo-advisors. In contrast, only 31%

of 18-29-year-olds did the same. This reveals two
important considerations for financial advisors: first,
“ease of communication” was likely read by
survey respondents as referring to emotional
intelligence, interpersonal communication skills
and other human traits. It's likely that the COVID-19
pandemic made these qualities even more important
for human advisors to have?. Second, while clients

and prospects usually prefer that advisors use multiple
communications platforms (as we will explore later), that
does not mean they necessarily want to hear from their
advisor on every platform they use.

Contrasting the broad endorsements of human advisors’
strengths, public concerns about their performance

are relatively muted. The top concerns Americans
have about human advisors compared

to robo-advisors is personal or financial
security breaches, selected by 37% of survey
respondents, followed by the accuracy of

financial assessments (35%) and not receiving
a quick response to messages (32%). However,
there is less consensus between age groups in this areq,
and the concerns of Americans over age 60 especially
diverge from those of other generations.

Younger Americans are more concerned about the
accuracy of human advisors’ financial assessments, with
41% of 18-29-year-olds, 40% of 30-44-year-olds and
35% of 45-60-year-olds indicating concern compared
with less than 3 in 10 Americans over 60. Older
Americans are also less concerned about personal or
financial security breaches, with only 3 in 10 listing
breaches as a concern about human advisors compared
to 4 in 10 Americans 60 and younger.

Cost is also a concern for about 1 in 3 Americans 30
and older. Finally, 30% of Americans over 60 are

TOP PERCEIVED BENEFITS AND
DRAWBACKS OF WORKING WITH

HUMAN ADVISORS

66%

49%

Can establish trust/ Ease of
build relationship

High levels of

communication human interaction

Personal or financial Not receiving a

quick response

Accuracy of

security breaches financial assessments
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also concerned about the ethical standards of human
advisors. These concerns about costs and ethics are

likely the result of older practices of charging clients per

market transaction, combined with charging commissions

on insurance products, all while governed under
previous regulatory guidelines. Younger Americans
are less likely to have encountered financial advisors
operating in that paradigm?, which may be why they
show less concern about these topics.

Benefits and Concerns:
Robo-advisors

Fewer Americans see benefits to using robo-advisors
over human advisors than vice versa, but the benefits
that are seen correlate with the perceived weaknesses
of human advisors. The top three named benefits

TOP PERCEIVED BENEFITS AND
DRAWBACKS OF WORKING WITH

ROBO-ADVISORS

of robo-advisors are minimized risk of
human error, selected by 44% of survey
respondents, response time (44%) and
reduced costs compared to human advisors
(38%). Overall, younger generations are more likely
to see benefits to robo-advisors, and it appears that

digital nativity plays a role in these perceptions.

For instance, 52% of both 18-29-year-olds and
30-44-year-olds see the minimized risk of human
error as a benefit of robo-advisors, compared

with 42% of 45-60-year-olds and just 32% of
Americans over 60. This may indicate a higher level
of knowledge of, and perhaps confidence in, the
prevalence of machine learning to analyze large
datasets among younger generations. Furthermore,
47% of 18-29-year-olds, 49% of 30-44-year-olds
and 46% of 45-60-year-olds named response
time as a benefit of robo-advisors. Only 33% of
Americans over 60 did the same, showing a clear
generational divide that likely correlates to use of
technological tools like internet search engines and
social media platforms that can provide more instant

gratification.

Two findings place 18-29-year-olds apart from
older Americans in their evaluation of robo-

advisor advantages. First, fewer than 30% of
18-29-year-olds list reduced costs as an
advantage of robo-advisors over human
advisors. This is likely due to Americans in this age
group having less experience with financial advisors
charging fees on a per-market-transaction basis.

Some human financial advisors also retain pro bono

Minimized risk of Response fime Reduced costs clients*, who are more likely to be younger due to
human error .. C .
wealth usually requiring substantial time to build.
Personal or financial Accuracy of Not receiving a . .
security breaches  financial assessments . The second important difference between

18-29-year-olds and other Americans is that 33%
of this youngest age group sees minimal
human interaction as an advantage of robo-
advisors over human advisors. This means the

‘v

psychological basis for robo-advisors replacing
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human advisors is, perhaps, present in a decent
number of younger Americans. However, fewer than
one in five 18-29-year-olds say their finances should
be handled through entirely digital means. This seems
to indicate there are a substantial number of younger
Americans who might, for now at least, want human
eyes on their money without having regular contact
with a financial advisor.

Americans have stronger concerns about robo-
advisors’ weaknesses than faith in their strengths, but
those concerns do not always correlate to belief in
human advisors’ capabilities. In fact, the top concern
Americans have about robo-advisors is the
same one they have about humans: personal or
financial security breaches, with 51% of Americans
indicating this. While concerns about robo-advisors are
stronger than concerns about their human counterparts,
this does underscore the importance of cybersecurity for
all financial services professionals.

The other top concerns about robo-advisors are
minimal human interaction (42%) and hard-
to-understand financial plans or terminology
(39%). Worries about minimal human interaction are
especially strong among Americans over 60, of whom
60% express this concern, far outstripping any other
age group. Concerns about financial jargon, on the
other hand, are much more evenly distributed across

age groups.

Younger Americans are also more worried about

the accuracy of financial assessments, with 36%

of 18-29-year-olds and 35% of 30-44-year-olds
sharing this concern. Notably, the gaps between the
numbers of these Americans with this concern about
robo-advisors and human advisors are not statistically
significant. This indicates a deeper level of skepticism
among younger Americans — toward financial
services, the financial markets or, perhaps, even
capitalism itself. All financial services professionals will
need to prove to clients, younger clients specifically,
that they can back up the predictions and projections
they make about the future.

Human Advisors’ Technology Use

Americans’ assessment of the pros and cons of both
human and robo-advisors produces a relatively rosy
picture for human professionals. However, there are some
gaps between Americans’ technological expectations for
their financial advisors and client awareness of human

advisors actually using such technology.

By far, the biggest gap pertains to cybersecurity. A
full 75% of Americans say it’s either extremely
important or very important for human advisors
to use cybersecurity tools like password
managers or two-factor authentication (2FA).
However, only 35% of human advisors’ clients
report that their advisor uses such tools. While
it's unlikely that most human advisors are unprotected
in their adventures through cyberspace, as other tools
like firewalls are more common, this does highlight a
communication gap some advisors may not have been

aware of previously.

Communication itself is another place where Americans
have higher expectations of their human advisors. A 51%
majority of Americans say it's extremely or very important
for human advisors to use tools like email, social mediq,
instant messages, webinars and videos to increase
communications. Again, only 35% of clients report their
advisor doing so. This is not to say that human advisors
must communicate with every client on all these platforms.
Rather, clients have varied preferences for communication
platforms. As more millennial and Generation Z
adults, especially, seek out human advisors,
human advisors must be able to meet new clients
on the platforms they already use.

Human advisors have done better to meet consumer
expectations with other technological tools. Just over half
(51%) of clients report their human advisor uses financial
modeling software, and 55% of Americans find usage of
such technology extremely or very important. Similarly,
40% of clients say their human advisor uses online
scheduling platforms, and 44% of Americans find that

technology extremely or very important.
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Finally, 54% of clients say their human advisor uses
platforms like Zoom or Teams for hosting virtual
meetings, even though only 42% of Americans say

this is extremely or very important. However, it should
be noted that 52% of human advisor clients said they
expected at least half of their meetings with their advisor
to be virtual in 2022.

WHICH FINTECH TOOLS AMERICANS SEE AS IMPORTANT
FOR ADVISORS TO USE VS. WHICH FINTECH TOOLS
CLIENTS REPORT ADVISORS USING

75%
55% 54%
51% 51%
44% 429, 42%
35% 35% I I

Financial Modeling Multiple Online Scheduling Virtual Meeting
Communications Platforms Platforms
Tools

Cybersecurity
Tools Software

B Seen as Important By Americans Used by Advisors According to Clients

AMERICANS WHO USE SOCIAL MEDIA TO LEARN
ABOUT FINANCE AND INVESTING BY AGE

90%

81%

62%

42%

18-29 30-44 45-60 61+

Age

Social Media and Financial Advice

As uncomfortable or even horrifying it might be to
many human advisors, 68% of Americans say they
use at least one social media platform to learn about
finance and investing. These numbers predictably vary
by age group: a full 90% of 18-29-year-olds say
they turn to social media for financial and investment
knowledge, compared to 81% of 30-44-year-olds,
62% of 45-60-year-olds and just 42% of Americans

over 60.

Many advisors are rightfully concerned about the
proliferation of financial misinformation and the surging
number of financial scams on social media platforms.
Some of these issues are presented by wealthy,
unqualified and, in many cases, simply lucky financial
influencers® handing out stock-picking or alternative
investment advice to younger, impressionable audiences.
In worse cases, social media users can find themselves
caught in financial scams. In the worst cases, those
scams can involve victims investing their own money into
fake or fraudulent cryptocurrency or non-fungible token
(NFT) schemes®, in which case there may not be the
necessary regulations in place to help victims seek any

legal recourse for their losses.

Across all age groups, Facebook, Instagram and
YouTube rank in the top four social platforms used

to learn about finance and investing (though not
necessarily in that order). Among Americans overall,
the top four platforms are Facebook (used by 37%

of Americans to learn about finance and investing),
YouTube (35%), Instagram (29%) and LinkedIn (18%).
No other platform breaks the 20% threshold among

Americans as a whole.

Unsurprisingly, a much more varied landscape emerges
when looking at just 18-29-year-olds, with nine different
platforms attracting at least 20% of that age group to
learn about finance and investing. The top four platforms
for 18-29-year-olds are Instagram (48%), Facebook
(45%), YouTube (40%) and TikTok (31%), the last of
which has a thriving #FinTok scene’.
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Other platforms to reach the 20% threshold with
18-29-year-olds include Reddit (28%), Twitter (26%),
Snapchat (23%), Discord (21%), a Voice over Internet
Protocol (VolP) and instant messaging social platform,
and LinkedIn (20%). The only two platforms not to reach
the 20% threshold were Pinterest (17%) and Twitch
(12%), a video livestreaming service well-known in the

videogaming world.

The landscape consolidates somewhat among
30-44-year-olds, who nevertheless have spread
themselves out across platforms. The top four social
platforms this age group uses to learn about finance
and investing are Facebook (45%), YouTube (44%),
Instagram (38%) and Reddit (24%). The other platforms
reaching the 20% threshold with this group are LinkedIn
(23%), Twitter (22%) and TikTok (21%).

Platform consolidation sharply accelerates among
45-60-year-olds, of whom 38% say they don't use
social media to learn about finance or investing at all.
The top four platforms for this age group are Facebook

(38%), YouTube (32%), Instagram (22%) and LinkedIn
(19%). No other platforms reach the 20% threshold.

Finally, among Americans over 60, a 58% majority

say they do not use social media to learn about finance

and investing. Among the minority who do, the top four

platforms are YouTube (22%), Facebook (21%), LinkedIn
(11%) and Instagram (9%).

To be clear, these statistics do not mean that financial
advisors should rush to join every social media platform
they can. Indeed, given how many such services work,
there would not be much utility derived from any single
advisor adding their voice to the din. Rather, advisors
must focus on educating their clients on how to recognize

scams and financial misinformation in online spaces.

FinTech has irrevocably changed financial services,
and the changes continue to unfold in interesting and
unforeseen ways. For advisors behind the curve, now is
the time to catch up if they want to stay competitive in
the online-first, fully digitalized environment that has, in

many ways, already arrived.

AMERICANS WHO USE SOCIAL MEDIA TO LEARN
ABOUT FINANCE AND INVESTING BY AGE

Discord  Facebook Instagram  Linkedin  Pinterest

None of

Reddit Snapchat TikTok Twitch Twitter YouTube
the above

W 1829 21% 45% 48% 20% 17% 28% 23% 31% 12% 26% 40% 10%
30-44 13% 45% 38% 23% 17% 24% 15% 21% 9% 22% 44% 19%
45-60 6% 38% 22% 19% 14% 13% 7% 14% 2% 18% 32% 38%

B 61+ 2% 21% 9% 11% 6% 3% 2% 4% 1% 6% 22% 58%
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ONGOING IMPACT, TRENDS,

AND ISSUES OF FINTECH ON THE
FINANCIAL SERVICES INDUSTRY

Generations Defined

Year born Age in 2022

after 1996 Gen Z <26
1981-1996 Millennials 27-41
1965-1980 Gen X 42-57
1946-1964 Baby Boomers 58-76

The adoption of FinTech, like many other digital
transitions, has been accelerated by the COVID-19
pandemic. This shift is bringing substantial and, likely,
permanent change to the way financial service
consumers and financial advisors communicate, analyze,
plan, monitor, assess, and manage investments in the

wake of the pandemic and beyond.

Where do investors get their
financial advice?

The pandemic initially increased overall
investor interest in seeking professional
financial advice. When the stock market was still
reeling, jobless rates were soaring, and people were

adjusting to social distancing, Vanguard' conducted a

survey in May 2020 indicating that every generation
was interested in receiving professional financial
advice in the future. Gen Z topped the list at 81%,
followed by millennials at 76%, Gen X at 64%, and
young baby boomers (64 years old or younger) at
60%. Asked how the pandemic had affected their
interest in getting professional advice, 37% said they
were more interested, with the two younger generations
topping the list again: Gen Z at 49%, millennials at
46%, Gen X at 31%, and young baby boomers at 26%.
Huddled in their homes, everyone was worried about

their financial future.

Once the stock market rebounded and people
became more accustomed to the pandemic, their
interest in seeking professional financial advice
leveled off. A tracking poll by Morning Consult? of
American investors between August 2020 and May
2021 indicated that while investors of all ages were
seeking many external sources for investment guidance,
the share going to traditional financial advisors
had not changed much. Those citing financial
planners in May 2021 had increased by just one
percent, rising to 18%, and those citing brokers fell by

one percent to just seven percent.

Friends and family topped the list as a source of
financial advice at 34%, an increase of 11% over
August 2020. Online investment articles (25%) and
news (23%) were next, showing increases of five
percent each. Websites about investing had declined
by three percent to 21% of respondents. Just below this,
18% of respondents said they used social media
to learn more about investing, a four-point
increase since August 2020.
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The Rising Impact of Social Media

As one would expect, the importance of social media
as a source of financial and investment information and
learning is most important with younger investors. The
Morning Consult tracking poll indicated that between
a quarter and a third of Gen Z adults and millennials
(defined in the poll as ages 21 to 40) said that Facebook
(33%), Instagram (32%), Reddit (29%), TikTok (29%)
and Twitter (27%) have had a major or minor impact
on their financial decisions, which is roughly in line with
the share who said a broker (28%) has influenced their

choices, but less than financial planners (43%).

The percentages for all respondents who have used
social media as a source of financial information is
lower, but still significant: Facebook (21%), Instagram
(17%), Reddit (16%), Twitter (15%) and TikTok (13%).
However, the percentage of all respondents who
said a broker (28%) or a financial planner (42%)
had been influential were nearly identical to
those of Gen Z and Millennials.

Equally interesting is that the share of active Gen

Z investors who use social media (57%) is
significantly higher than their non-investor peers
with no market investments (49%). This suggests
that younger investors are more engaged with digital
platforms and may expect the same of their present and
future financial advisors.

While many financial advisors may not be interested
in Gen Z as their primary client demographic, they
should be aware that this generation has not only
demonstrated financial literacy well above
past generations, they are very interested

in investing - in large part due to the impact
of social media. According to a survey of 1,290
American teens aged 13 to 17 conducted by the
financial services company Step® in April 2021,

70% knew what a credit score is, 56% were aware

of cryptocurrencies, and 55% said they understood
how the Biden administration’s American Rescue Plan
pandemic stimulus bill works. Moreover, 97% believed
that financial literacy is important.

The Rising Impact of Robo-Advisors

Investors have, in recent decades, had two choices for
managing their investments: working with a financial
advisor, or doing it themselves through an online broker.
With the advent of robo-advisors, there’s a third
option, to merge the benefits of professional
money management and advice with the
convenience of a digital application.

Since launching more than a decade ago, robo-
advisors have evolved* into sophisticated, fully
automated investment programs with self-
learning algorithms to provide automatic asset
shifts for millions of investors. In 2020, robo-
advisors had $460 billion assets under management
(AUM), an increase of 30% over 2019. Estimates for
robo-adviser AUM growth range as high as $16 trillion
by 2025.

The growth of robo-advisor AUM among
leading investment companies® in 2021

was noteworthy. Betterment grew its AUM from
approximately $18 billion in 2020 to over $28 billion
by April 2021. Schwab experienced 51% growth in

Robo-advisors provide

financial advice and automated investment
management online based on artificial
intelligence (Al) and machine learning
technologies, and mathematical algorithms
designed by financial advisors, investment
managers and data scientists, which are
coded into software programs. These
programs automatically allocate, manage
and optimize client assets for either short-run
or long-run investment based on initial client
profit-risk input and do not require a human
advisor. Robo-advisors are now categorized
based on the extent of personalization,

discretion, involvement, and human interaction.
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digitally advised assets over the same period, and
Vanguard added $70 billion in robo-assets from the
end of 2019 through the first quarter of 2021. Goldman
Sachs also launched its own robo-advisor - Marcus
Invest — in February 2021, which includes a socially
responsible investing option, a low advisory fee of
0.35%, and a low minimum investment of $1,000.

FinTech solutions provider JustCoded published a list

of benefits and limitations for robo-advisors that help
explain their remarkable growth. For consumers, the
benefits include 24-7 accessibility, convenience,
low fees, small initial investment requirements,
exceptional tax-harvesting, and objectivity.
Some experts claim the tax harvesting capabilities

cannot be matched by human advisors.

For financial firms, the primary advantages
include administrative cost-cutting (salaries and
facilities) and the opportunity to serve millions
of clients with lower income and less investment
background. The rapid growth of robo-advisor

customers is proof of the latter point.

The threat that individual human financial advisors see
in this trend is somewhat moderated by the limitations
of robo-advisors, although it does suggest that the
human role will necessarily evolve (see page 5).

Most importantly, robo-advisors provide less
personalization since they are programmed

to follow specific investment models based on
customer objectives and risk-profit profiles. Some
robo-apps perform measurably better when markets
are stable; serious fluctuations and high-risk investments
can be a problem. Program performance is limited by
the quality and quantity of user input, and seasoned
investors with sophisticated needs and requests often
find robo-advisors inadequate. Finally, robo-advisor
developers are under constant pressure to keep their

programs updated and robust.

These limitations have led to the widespread
development of fully integrated advisors, which
combine the benefits of robo-advisors with easy access

to human advisors when necessary. Charles Schwab
Intelligent Portfolios and Vanguard Digital Advisor are

two major examples.

Charles Schwab issued a survey in late June 2021 -
Investing & Technology Survey 2021¢ — that provides a
deeper look at generational perceptions regarding FinTech
and the impact of robo-advisors. Gen | is defined as
investors who got into the market during 2020 and 2021;
Seasoned Investors got into the market before 2020.

Asked if they could have a personal relationship
with a financial company by interacting with
them online or using mobile apps — without
talking to a person - 74% of Gen | investors said
yes compared with 49% of Seasoned Investors.
Asked how they preferred to interact with their financial
institution, 22% of Gen | investors said talking to a
person; 48% said using technology and digital tools;
and 30% said both equally. Seasoned Investors were
more balanced, with 36% preferring talking to a person;
32% preferring technology and digital tools; and 32%
preferring both options.

However, Gen | participants indicated
a strong preference for professional
human advice when it came to:

* Getting financial advice - 64%

* Understanding my entire financial
situation — 63%

* Providing customer service support for
account-related questions — 61%

* Answering basic questions about my
financial situation - 56%

* Creating an investment portfolio
personalized for me — 56%

* Creating a financial plan - 55%

* Maximizing my investment returns — 51%

* Talking to a person when the stock market
has large gains or drops — 45%
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35% of Gen | respondents said they believe
technology would fully manage their investment
portfolio within a year, compared with 15% of
Seasoned Investors. In addition, 19% of Gen | Investors
believed that no one would be using cash within a year,
compared with 10% of Seasoned Investors. Finally, 45%
of Gen | investors said they would adopt technology at
a faster rate post-pandemic, compared with 29% for
Seasoned Investors.

What technologies do clients
expect/demand from
financial advisors?

People expect the same seamless experience
from their financial service providers that they
get when ordering food delivery, summoning a
car, or instantly streaming their favorite show.

A survey conducted in January and February 2021 by
the Money Management Institute (MMI)” and Aon,

a London-based financial services firm, found that
overall client satisfaction is strongly linked to a
wealth management firm’s digital capabilities.
The more cutting-edge a wealth management firm’s
technology was perceived to be, the higher its client
satisfaction: 84% who viewed their wealth manager as
a leader in the use of digital technology said they were
satisfied; 70% who viewed their firm as comparable

to other firms said they were satisfied; and just 38% of
those who saw their firm as lagging behind others said

they were satisfied.

Respondents of the MMI poll said they
considered an advisor’s most important
digital tools to be performance reporting
and tracking toward financial goals; tools
that enable easy communication with their
advisor; and financial planning tools that
forecast retirement income. However, 51% also
said they wanted access to their advisor to answer
their questions, while 34% said they preferred digital

interaction for the purpose of developing or refreshing

their financial plan.

MMI also found that advisors underestimated the
importance of in-person interactions with their
clients. Advisor perception of client preference for in-
person planning was 37% compared to clients’ actual
preference at 43%. When it comes to discussions about
investment performance, advisor perception stood at

30% compared to actual client preference of 36%.

From an internal perspective, well over half of the
millennial and Gen X financial advisors answering a
2020 Broadridge survey® were thinking of leaving their
current firm for one with better technology tools — 59%
of millennials, 55% of Gen X. A majority of advisors
also said that paperwork is the worst part of their job
and stated their belief that they would get more clients’
investments if they had better tech tools.

How are financial advisors
evolving to take advantage of
recent FinTech trends?

The lockdowns and social distancing required during
the early days of the COVID-19 pandemic greatly
accelerated the pace of FinTech adoption by both
customers and financial advisors. This is creating
higher expectations by consumers concerning their
digital experiences with financial institutions and
causing financial advisors to adapt and evolve faster

than anticipated.

Leaders in the financial investment space are reevaluating
the way they provide advice and service, gather and
analyze market information, communicate with customers
and prospects, and adapt to the rising importance of
social media, robo-advisors and other digital tools.
Social media is being embraced as a valuable tool for
communicating with customers and monitoring market
developments. Leading investment firms also recognized
that the post-pandemic modus operandi will be a hybrid
of digital and person-to-person services.
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Leveraging Social Media for Delivering
More Personalized Service

Connecting with clients and prospects through social
media is an important way of building more personal
relationships with clients and doing something that robo-
advisors can’t. Communicating via social media provides
advisors with a means of understanding the emotional
lives of their clients — their hopes, ambitions and
disappointments. This not only makes the client-advisor
relationship more fulfilling, it also leverages technology

with @ human touch to deliver personalized advice.

Many financial advisors have long since learned

that social media is an invaluable tool for connecting
and communicating with clients of all ages. The 2020
Broadridge survey indicated that 86% of Gen Z, 87% of
millennials, and 60% of Gen X clients are comfortable
having an advisor follow them on social media to offer
a more customized experience. Even 20% of baby
boomers agree. As for preferences, Facebook is the
primary social media platform where millennials (66%),
Gen X (46%) and baby boomers (15%) would feel
comfortable with financial advisors following them.
Gen Z prefers that advisors follow them on Instagram
(53%), and 50% of millennials are also comfortable

with Instagram.

In terms of sending messages to clients, 87% of
millennials and 86% of Gen Z said they would be
receptive to reading adviser communications on social
media; 59% of Gen X and 18% of baby boomers were
also amenable to receiving messages from their advisors.

Leveraging Robo-Advisors for a Hybrid
Growth Dynamic

The rapid growth of robo-advisors over the past ten years
has caused serious disruption and put enormous pressure
on professional financial advisors to adjust in order to
remain relevant. Yet, as mentioned previously, a majority
of tech-savvy Gen Z and millennial investors still prefer
direct contact with professional financial advisors for a

host of more complex investment situations and questions.

Despite their many advantages, sophisticated Al/ML
robo-advisors are simply nowhere close to replacing
the value financial advisors can provide. Investors want
it both ways — automated technology for their basic
investment needs and professional advice whenever the
need arises.

This explains the recent emergence of fully integrated,
or hybrid, advisor systems: robo-advised portfolio
management solutions with human guidance. As this
trend gains traction, the takeaway from a 2018 KPMG
paper? still rings true: the big challenge for wealth
management firms is how to adapt their operating
models to optimize profitability without cannibalizing
their full service models, all while meeting regulatory

requirements for operating within a client’s best interest.

KPMG notes that as the robo- half of these models take
over the less complex investing functions, the full-service
FA is necessarily evolving into more of a counselor
based on a wealth of knowledge, trust, and experience
in personalizing investment choices at critical junctures
in client’s lives. Many full-service FAs are focusing

less on investing as they concentrate more on helping
clients with complex topics such as “trusts and estates,
divorce, lending, legacy and wealth transfer, healthcare
and aging parents, retirement income, tax avoidance
strategies, and sophisticated financial planning.

Hybrid robo-advisors are the vanguard of a new way
of providing customer-focused wealth management
services, combining technology-driven innovation and
traditional human wisdom.”
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MDRT RESEARCH: A LOOK BACK AT

ADVISOR EXPECTATIONS FOR 2022

Between a changing investment landscape, increased
digitalization of the financial services profession,
regulatory updates and a rapidly shifting economic
landscape, financial advisors and insurance agents are
operating in an environment that is both more dynamic
and more demanding than ever before. These factors
have placed increased pressure on financial services
professionals, with both clients and the public at-large
expecting more as demands for advisors’ attention

increase.

To see how financial advisors are adapting to the many
changes washing over the financial services profession,
MDRT conducted an online survey of 400 U.S. financial
advisors in November 2021. The survey, which was
intentionally weighted to provide analyzable subsamples
across generations, found advisors across demographic
lines making steady, if uneven, progress toward a

diversified and digital future.

The survey results also underline the continued
unpredictability of global and economic conditions,

from the COVID-19 pandemic to the housing boom and
sharply increased inflation. All these trends and more
reinforce the need for advisors to educate themselves on a
variety of topics so they and their clients can be prepared

for whatever comes tomorrow.

Advisors’ Expectations of
Investment Trends

In today’s professional landscape, American consumers
are turning to financial advisors for advice on an
increasing number of topics, including alternative
investments, insurance products and navigating

misinformation. In turn, many advisors planned to offer

guidance on many topics outside a traditional financial
advisor or insurance agent’s wheelhouse in 2022.
However, the expectations advisors had in November
2021 did not entirely match up with the reality of 2022.

Inflation

As a strong reminder that financial advisors are not
blessed with the power of divination, only 20% of
survey respondents expected to discuss inflation more
with their clients in 2022 than they had in 2021. Not
only was that figure likely a huge underestimate, it was
also constant across advisors’ generational, gender
and racial lines.

As of September 2022, the U.S. inflation rate stood

at 8.2%', with the overall 2022 rate higher than at

any other point since 1982. But, unlike in the 1980s,
corporate and U.S. Treasury bond yields do not offer
investors protection against inflation. Instead, most real
bond yields are well below zero, leaving investors little
hope of using bonds to make up lost ground in the years
ahead. There was, however, some increased interest in

government bonds? due to the U.S. stock market’s sharp
decline in the first half of 2022.

The multiple causes of the rapid inflation spike are
debated and likely will be for some time. An analysis
from the Federal Reserve® suggested that the size

of COVID-related federal stimulus packages under
President Joe Biden and former President Donald Trump
contributed to inflation, though inflation has also risen
in countries that did not provide substantial government
stimulus during 2020 and 2021.

At some point, however, the inflation rate will almost
certainly decline again. Gas will not always be five or

six dollars per gallon, mortgage rates will decrease,
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and food prices will probably fall at some point. But the
sudden turn of economic fortunes shows the value in

talking with clients about seemingly unlikely events.

Insurance

The COVID-19 pandemic caused a spike in interest from
American consumers in a variety of insurance policies.
The tragedy of over one million deaths from COVID-19
in the U.S., the tens of millions who needed medical
attention, and the millions more who already have or
will be left with long-term disabilities or care needs have
all driven home the necessity of adequate insurance
coverage. Financial advisors went into 2022 expecting
greater discussion about a broad range of insurance
products with their clients.

A 62% maijority of survey respondents expected to
discuss health insurance with clients more in 2022 than
they had in 2021. This may be a surprise to some, as
half of Americans have employer-provided insurance*
and another 36% have insurance through Medicare,
Medicaid, the Children’s Health Insurance Program
(commonly referred to as CHIP) or the U.S. military.
However, insight can be gleaned from a generational
analysis. Only 44% of baby boomer advisors — whose
clients are likely mostly baby boomers themselves

- expected to talk more with clients about health
insurance this year, compared to 75% of Generation

X advisors and 61% of millennial or Generation Z
advisors (millennials and Generation Z are combined

for analysis).

Based on this information, we can make an educated
guess that advisors are helping clients manage rising
insurance premiums, utilize tools like Health Savings
Accounts, and work out how best to cover their children

under the age of 26.

Many survey respondents also expected to talk with
clients more about life insurance (58%), long-term care
insurance (43%) and long-term disability insurance

(40%) in 2022. Once again, Generation X advisors led
the charge in all three cases. A full 72% of Generation

X advisors expected to discuss life insurance more

with clients this year, compared with 57% of millennial
or Generation Z advisors and 38% of baby boomer
advisors. With long-term disability insurance, 53%

of Generation X advisors expected more discussion
compared to 38% of millennial or Generation Z advisors
and just 20% of baby boomer advisors. Finally, 54%

of Generation X advisors expected more discussion

of long-term care insurance, compared to 43% of
millennial and Generation Z advisors and 29% of baby
boomer advisors.

The increased interest from Generation X advisors is
likely due to Generation X clients being at the age where
long-term planning decisions around these insurance
policies need to be made. Many baby boomers are too
old, at this point, to qualify for affordable disability and
long-term care policies, while millennial and Generation
Z clients may be approaching the policies piecemeal.
Generation X Americans, however, are old enough to
have families to protect, while still being young enough
to look into personal protections against loss of income
or heightened medical bills.

While the full impacts of the COVID-19 pandemic
remain to be seen, it has already become harder to
qualify for long-term care insurance®. Long COVID
patients also report denials of disability and long-term
care claims®. While the COVID-19 virus may become
endemic at some point, this concern will likely last until

such a day comes and effective treatments for Long
COVID are found.

Investment Trends

The last few years have seen sharply increased

interest in a variety of less or nontraditional investment
strategies, including environmental, social and
governance (ESG) investing, real estate and alternative
investments like cryptocurrencies. While the long-

term future of these trends remains up for grabs, many
financial advisors expected more conversations about
them with clients in 2022.
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INSURANCE TOPICS ADVISORS EXPECTED TO DISCUSS MORE
WITH CLIENTS IN 2022 BY GENERATION

Health Insurance Life Insurance Long-Term Long-Term

Disability Insurance Care Insurance

Millennial /Generation Z Advisors I Generation X Advisors [l Baby Boomer Advisors

Alternative investments, like cryptocurrencies, were

the most anticipated topic, with 46% of survey
respondents expecting more discussion with clients on
these investment classes in 2022. This was extremely
concentrated in younger generations: 57% of both
Generation X and millennial or Generation Z advisors
expected to discuss alternative investments more with
clients, compared to just 16% of baby boomer advisors.
This is unsurprising, as very few baby boomers have
invested in cryptocurrencies’ or other digital alternative
investments. Still, advisors with cryptocurrency-invested
clients have had much to discuss this year, with an
unanticipated spring crypto crash wiping out billions of

dollars in investor assets.

ESG investing also attracted attention, again

primarily from younger advisors. While 41% of survey
respondents overall expected to discuss the topic

more with clients in 2022, only 13% of baby boomer
advisors did. In contrast, 59% of Generation X and
42% of millennial or Generation Z advisors expected
to discuss ESG with clients more. ESG, which has long
been seen as a young investor’s game, is now growing
in popularity across age groups. However, the trend

INVESTING TOPICS ADVISORS EXPECTED TO DISCUSS MORE
WITH CLIENTS IN 2022 BY GENERATION

Trustworthiness
of Financial
News Sources

Short Squeeze
Market Events

Alternative ESG Investing Real Estate
Investments Investing

Millennial /Generation Z Advisors I Generation X Advisors Il Baby Boomer Advisors

is coming under increased scrutiny due to the lack of

a regulated definition and concerns about corporate
greenwashing®, which is when a company exaggerates
its ESG efforts for the sake of profit.

Only 34% of survey respondents expected to discuss
real estate investing with their clients more in 2022.

This probably reflects a historical degree of separation
between financial advising and real estate, with many
advisors not choosing to develop the knowledge
necessary to guide their clients through real estate
decisions. However, the generational trends of alternative
investments and ESG do not show up here. Instead, male
advisors (37%) are more likely than female advisors
(29%) to have said they expected to discuss real estate
more in 2022. White advisors (38%) are also more likely
than advisors of color (28%) to say they expected more

real estate discussions with clients in 2022.

While the housing boom that dominated 2021 and much
of 2022 seems to be over, real estate has become a
popular and accessible investing tool. The full impacts

of the June 2022 reforms to Fannie Mae and Freddie
Mac? will take time to make themselves known, but they

are likely to make buying and retaining homes easier
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FISCAL TOPICS ADVISORS EXPECTED TO DISCUSS MORE
WITH CLIENTS IN 2022 BY GENERATION

Inflation Tax Regulation and Govemment Assistance

Rate Changes Programs

Millennial /Generation Z Advisors Il Generation X Advisors Il Baby Boomer Advisors

for many Americans, specifically Americans of color.
Beyond traditional property ownership and renting,
other options like real estate investment trusts (REITs)
have increasingly entered the middle-class investing
mainstream. Going forward, the previously hard line
between financial advising and real estate may become
much blurrier.

Finally, just 15% of survey respondents expected to
discuss short squeeze market events, like the GameStop
event in January 2021, more with clients in 2022, a
figure that was constant across demographic lines.
While mainstream media has paid less attention to
GameStop and other “meme stocks” in recent months,
interest among a core of dedicated retail investors
remains high. The ongoing trend has recently earned

a tongue-in-cheek shoutout'®in a U.S. Securities and
Exchange Commission campaign to promote informed
investment decisions.

Other Trends

Smaller numbers of survey respondents said they
anticipated more discussion of a handful of topics

less commonly tackled by financial advisors. The most

popular of these was tax regulation or rate changes, with
34% of survey respondents expecting more discussion
with clients this year. Generation X advisors (42%) were
more likely than their baby boomer (26%) and millennial
or Generation Z (31%) counterparts to indicate they

expected increased discussion of this topic with clients.

While not all financial advisors engage in direct

tax planning or assistance with clients, new federal
regulations pertaining to the 2019 SECURE Act and

the anticipated passage of the SECURE Act 2.0" later
in 2022 have changed tax rules surrounding IRAs and
other retirement accounts. As the U.S. Department of
Labor continues to issue follow-up regulations in the
coming years, advisors will need to pay close attention
to keep clients on track to meet their financial and estate
planning goals.

As more Americans turn to online news outlets, blogs

and influencers for guidance on personal finance and
investing, some advisors have started to proactively
discuss how to spot financial scams or misinformation with
clients. However, this remains a minority tfrend, with only
23% of survey respondents having said they expected to
discuss the trustworthiness of financial news sources more
with their clients in 2022. Millennial and Generation Z
advisors (29%) led the charge here, with Generation X
(22%) and baby boomer (16%) advisors trailing behind.

Only 14% of survey respondents across demographic
lines expected to discuss government assistance
programs more with clients in 2022. While most
pandemic-related federal assistance has expired, the
Biden administration has announced significant boosts to
several permanent federal welfare programs, including
increased SNAP (food stamps) benefits™ and billions in
new funding for a federal home weatherization program
that helps eligible households reduce their heating bills™.
However, the largest form of government assistance
announced by the Biden administration was certainly
the forgiveness of up to $20,000 in federal student

loan debt™ for eligible borrowers and the creation of a
generous income-based repayment plan for borrowers

with remaining loans.
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Advisors’ Use of Technology

As digital options for investing and insurance have
become more popular, pressure has risen within the
financial services profession for individual financial
advisors and insurance agents to use more technology

in the workplace. Several professional organizations,
including MDRT, have encouraged their members

to adopt several FinTech offerings. These range from
simpler technologies, like online appointment scheduling,

to more complex ones, like artificial intelligence (Al).

Our survey of advisors, which asked respondents to
indicate whether they used a range of technologies
without assigned definitions, reveals uneven progress
toward the technological goals of the profession. While
many advisors use a variety of technologies in their
practices, the survey results show much work left to do in

making financial services a fully digitalized profession.

Office Software

The most progress has been made in adopting various
software to improve office efficiency. Customer
relationship management (CRM) programs, like
Salesforce, were the most frequently used technology the
survey asked about, with 60% of respondents indicating
they use a CRM program. A full 72% of Generation X
advisors reported using CRM software, followed by 61%
of millennial or Generation Z advisors and just 39% of
baby boomer advisors. CRM programs likely make the
most sense for practices with large numbers of clients,
but the generational patterns do not suggest practice
size as a determining factor in whether advisors pick up
the software. Rather, baby boomers, who make up a
majority of financial advisors, simply have not adopted
technology in the workplace at the same rates as their

younger counterparts.

Cloud computing was used by 50% of survey
respondents, again with significant generational
gaps. Among both Generation X and millennial or
Generation Z advisors, 58% reported using cloud

computing, but only 29% of baby boomers did.

Advisors of color (61%) were also more likely to report
using cloud computing than white advisors (46%).
Especially for smaller or independent practices, cloud
computing provides valuable benefits' including
remote work capabilities, data recovery, cybersecurity

protections and reduced IT maintenance.

Though the survey did not provide a definition of the
term, 47% of respondents reported using some form

of Al in their practices. The generational gaps were
very large, indicating that different generations may
have interpreted the term in different ways. A full 65%
of Generation X advisors reported using Al in their
practices, followed by 55% of millennial or Generation
Z advisors and just 9% of baby boomer advisors. Male
advisors (51%) were slightly more likely than female
advisors (42%) to report using Al, and advisors of color
(55%) were slightly more likely to report using Al than
white advisors (45%). The most common applications
of Al in financial services include risk assessment, fraud
detection and prevention, customer service chatbots and

financial modeling.

Only 22% of survey respondents stated they use a
password manager, like LastPass or 1Password, including
30% of Generation X advisors, 23% of millennial or
Generation Z advisors and just 11% of baby boomer
advisors. Male advisors (27%) were also more likely to
use password managers than female advisors (14%).
Cybersecurity experts often recommend individuals use
meaningfully different and difficult-to-guess passwords
for each online service they use. Many people ignore
this advice due to the sheer number of different accounts
and passwords that task entails. Password managers

are services that securely store and generate unique
passwords for online accounts, requiring their users to
only remember the password for the password manager.

Another 22% of survey respondents indicated they use
two-factor authentication (2FA), another commonly
recommended cybersecurity practice. Generation X
(24%) and millennial or Generation Z (23%) advisors
were more likely to use 2FA than baby boomer advisors
(12%). Users of 2FA have codes sent to their phone
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OFFICE TECHNOLOGY USAGE AMONG ADVISORS BY GENERATION

CRM

Cloud
Programs Computing
B Millennial /Generation Z Advisors 61% 58%
Generation X Advisors 72% 58%
Baby Boomer Advisors 39% 29%

or email that are required, along with a password,
to access online accounts. This helps ensure account
security even if a hacker or other malicious party obtains

a password to an online account.

Just 14% of survey respondents reported using dictation

or transcription software as a replacement for physical
notetaking. This figure held up across demographic

lines. Some advisors use and advocate for this practice

to ensure accurate recording of decisions made during
conversations with clients, client preferences and important

thoughts advisors may have throughout the day.

Client Service Offerings

Advisor use of several client service technologies mostly
lags their use of in-office technology to improve their
own efficiency. While the reasoning for this is fairly self-
evident — advisors are inherently more aware of what
they feel are their efficiency gaps — consumers generally
place more importance on adopting technology for

client service than they do for office management.

The most used client service technology is, unsurprisingly,
virtual meeting programs like Zoom or Microsoft Teams,

with 53% of survey respondents reporting they use at

Arificial Password Two-Factor Dictation &
Intelligence e Authentication Transcription
(2FA) Software
55% 23% 23% 14%
65% 23% 24% 13%
9% 1% 12% 15%

least one such program. Again, Generation X leads the
charge, with 65% of that generation’s advisors using
virtual meeting programs, followed by 51% of millennial
or Generation Z advisors and 35% of baby boomer
advisors. Female advisors (58%) are slightly more

likely to use these programs than male advisors (50%).
Advisors of color (63%) are also more likely to use these
programs than white advisors (48%). Though many
advisors were forced into picking up these programs

by the COVID-19 pandemic, they will likely endure as
a new mainstream medium for advisor-client meetings,
especially if remote or hybrid work remains popular for
white-collar workers.

Forty percent of respondents stated that they use financial
modeling software in their practice, with white advisors
(44%) being slightly more likely to use it than advisors

of color (34%). There were no statistically significant
differences in usage between male and female advisors,
nor between generations. While setting up these
programs can be time-consuming, data from our January
2022 FinTech survey (see page 8) may indicate that
many consumers feel better about taking advice from a
financial services professional if the advisor uses financial

modeling to provide a “second opinion.”
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Thirty-five percent of survey respondents indicated
they use webinars or YouTube videos in their practice,
a figure that was likely driven higher by the COVID-19
pandemic. Baby boomer advisors (46%) are more likely
than Generation X (36%) and millennial or Generation
Z (36%) advisors to use these tools, while advisors

of color (46%) are more likely to use them than white
advisors (30%). While more unidirectional than other
forms of social content, webinars and YouTube videos
can both provide clients with educational material

that cannot be covered in a one-hour meeting and
serve as promotional material to attract new prospects.
Interestingly, these are the only tools baby boomer
advisors were more likely to use than their younger
peers, likely indicating a push from employers or

professional associations.

Only 27% of respondents reported using scheduling
software like Calendly or Acuity. Generation X (33%)
and millennial or Generation Z (29%) advisors were
more likely to do so than baby boomer advisors (16%),
while male advisors (30%) were more likely to use these
programs than female advisors (22%). While adopting
these tools is touted as an “easy win” as far as FinTech
goes, it's possible that most advisors find more integrated
tools like Microsoft Outlook calendars more convenient
or do not see the need to pay for a separate service.

Just 23% of survey respondents stated at least some of
their clients use fitness wearables to turn over health
data to insurance providers. While this figure was
consistent across racial and generational lines, male
advisors (28%) were more likely to report their clients
using such devices than female advisors (15%) were.
Some insurance providers offer premium discounts or
other benefits to policyholders who, through use of

a fitness wearable, can demonstrate that they lead a
healthy lifestyle to their insurance provider’s satisfaction.
However, fitness wearables have attracted some
criticism in recent years. A 2020 study funded by the
National Institutes of Health'® asserted that fitness
wearables can report normal physiological signals as
abnormal, ironically causing mental health problems for

users. Additionally, there are growing concerns that data
from location-tracking devices could be used to help
prosecute individuals seeking abortion services"” now

that Roe v. Wade has been overturned.

Communication Tools

Boosted by their near-universal adoption among the
American public, large numbers of financial advisors
use various communications platforms as part of their
advisory practice. While few clients will truly wish to
hear from their advisors on all possible platforms, the
growing diversity of which specific platforms clients use
for personal and professional communication increases

their value for financial advisors.

More than half of our survey respondents (54%) stated
they use social media accounts like Facebook or
LinkedIn to communicate with their clients. Unsurprisingly,
this is more popular with younger generations: 65%

of Generation X advisors and 60% of millennial or
Generation Z advisors engage in the practice compared
to only 27% of baby boomer advisors. While advisors
who use social media for professional purposes tend

to use older, more established platforms like Facebook,
LinkedIn or Instagram, they should be aware of the
growing numbers of younger consumers using less
traditional social platforms to learn about personal

finance, like Reddit and TikTok.

COMMUNICATION PLATFORM USAGE AMONG ADVISORS
BY GENERATION

65%
60%

63%
56%
52%
42%
35%

27% 27%

Professional Social Email or Instant Messaging

Media Accounts E-Newsletters Platforms

M Millennial /Generation Z Advisors Generation X Advisors Baby Boomer Advisors
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A 52% maijority of survey respondents reported using
an email or e-newsletter program, like Microsoft
Outlook or Mailchimp, to communicate with their
clients, including 63% of Generation X advisors, 52%
of millennial or Generation Z advisors and 35% of
baby boomer advisors. Advisors of color (63%) used
email to communicate with clients more frequently than
white advisors (49%). It should be made clear that most
advisors use email in some professional or personal
capacity — far more than 52%. However, the survey
question only asked respondents if they used email to
communicate with clients, and some advisors use phone
calls, texts or other methods instead.

Another 44% of survey respondents indicated they
communicate with clients using instant messaging
platforms like WhatsApp or Telegram. Again, this

is more popular among Generation X (56%) and
millennial or Generation Z (42%) advisors compared to
baby boomers (27%). While there was not a statistically
significant difference between white advisors and
advisors of color in use of instant messaging platforms,
advisors should be aware that Hispanic and Asian
communities disproportionately use these platforms

compared to white and Black communities.

As 2023 quickly approaches, predictions are flying
about what the next year will bring for financial advisors
and their clients. While a solid financial plan always
involves long-term preparation, the events of 2022
should serve as a reminder that predictions are never

foolproof and something unexpected will always occur.

RECENT SURVEYS OF INSURANCE

AGENTS AND FINANCIAL ADVISORS

Insurance Agents

The future of insurance work, the “silver tsunami” of an
ageing workforce, and InsurTech issues are among the
top concerns cited by senior executives and insurance

agents in recent opinion surveys and articles.

The Future of Insurance Work

Like many other industries, most insurance professionals
have had to adjust to remote working since the COVID-19

pandemic began. According to a 2021 survey, The
Insurance Agency Workforce', by Vertafore, an InsurTech
provider — nearly a third of respondents transitioned to
100% remote working, and 28% remained in the office
100% of the time. Most of those who continued working in

an office had six or fewer colleagues.

More importantly, when asked about the ideal mix
between working from home and the office in the future,
nearly seven in ten of the agents said they prefer to work
remotely at least half of the time.
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18% of advisors prefer full-time remote.
25% prefer 80% remote work.

25% preferred 50% remote.

17% prefer 20% remote.

15% prefer full-time in the office.

Insurance is just one of many professional industries
facing the issue of a hybrid office/home working future.
Vertafore suggests that flexible working conditions could
be an advantage for attracting new talent — a pressing
issue in the insurance game, especially since agents
working with independent insurance agencies are
disproportionately women over the age of 40.

For an industry facing employee shortages in coming
years, it will be vital for insurance employers to
acknowledge the priorities of women in the workplace,
where balancing work and personal life is increasingly
critical. According to the U.S. Census Bureau?,one in
three women aged 25-44 were not working in 2020
due to childcare demands during the pandemic. Giving
employees, particularly working mothers, flexible
working conditions may significantly impact retention
rates and workplace satisfaction now and into the future.

As in previous years, Vertafore survey respondents

said their favorite aspects of working in insurance were
the "ability to work directly with my community" and
"compensation/financial stability." Some respondents
also commented on the industry's employment stability
in the face of COVID-19. Although many said that the
industry is stressful and were less enthusiastic about
recommending an insurance career to a friend, 85% of
the agents agreed that they would recommend a career
in insurance.

The main reason insurance professionals would
consider leaving the industry is compensation (59%).
However, for Vertafore survey respondents aged
24-39, 63% indicated they would leave the insurance

industry for a better work-life balance. The percentage
for all respondents citing work-life balance as a reason
to leave was still high (54%). The other two primary
reasons respondents said might cause them to leave the
industry were benefits (33%) and promotion (26%).

The Silver Tsunami

Insurance agencies are facing an enormous talent
transition. Respondents aged 56 and older comprised
35% of those surveyed in the Vertafore study, while
only 25% of respondents were under age 40. This
gap reinforces findings from previous years indicating
that the industry is aging and is not attracting enough
young talent to compensate for older workers nearing
retirement. Moreover, compared to previous surveys,
fewer respondents said they plan to stay in the industry
for more than 10 years, and many were thinking
about retirement.

According to LIMRA research® published in February
2021, candidate testing for field sales positions in

the life insurance industry in 2020 increased 31%,
driven by professionals from hospitality, healthcare,
transportation, construction and IT. However, an
increased candidate pool does not always translate
into more agents. In fact, there was an 18% drop in the

number of recruits that were contracted in the first half
of 2020, compared with 2019.

Based on Vertafore survey results and industry research,
the report suggested that agencies can invest in three
primary areas for recruitment and retention: women,
young people, and communities of color. However,
the LIMRA study acknowledged that candidates with
non-traditional backgrounds are less familiar with the
industry. 33% said they know ‘nothing or very little’
about a financial services sales career, compared

to just 17% of candidates with traditional financial
backgrounds. Nearly half (46%) of non-traditional
candidates are concerned about being able to answer
in-depth questions from prospects and clients and 3 in
10 say they worry about being accepted as a trusted

financial advisor.
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InsurTech Issues

In a global 2021 survey of more than 400 C-suite level
insurance executives in 50 countries conducted by LIMRA
and Boston Consulting Group (BCG)* to identify their
greatest challenges, nearly 40% said technology was
their company’s greatest internal challenge — twice as
many as in 2019 when the survey was last conducted.

Specific technologies advisors cited as crucial
to improving their marketing, distribution, and

customer experience:

* Digital automation — 79%

* Data science and data analytics - 78%

* Customer service technologies — 64%

* legacy systems and modernization — 62%
Cybersecurity — 60%

A 2021 report by CB Insights Research® confirms

the emphasis on InsurTech investments by insurance
companies. The second quarter of 2021 recorded the
largest quarter-on-quarter funding increase since the
third quarter of 2018, rising to over $4.8 billion —

a 210% increase over the same period last year.

The Vertafore survey indicated that employees at
independent agencies overwhelmingly continue to view
InsurTech favorably. More than 70% of respondents
said that technology increased their agency’s overall
efficiency, and one in six reported that technology has

enabled them to strengthen relationships with customers.

More than 90% of agent respondents reported using
legacy tools such as agency management systems

and email. In addition, 61% reported using a real-time
rating system, but only 44% said they used texting on
the job. On the other hand, relatively few survey-takers
reported using technologies to manage workflow (27%),
automated client communications (22%), customer

relationships (17%), and content management (14%).

By a strong margin, agents are interested in solutions
that automate repetitive tasks and data entry to improve
efficiency and allow them to spend more time with
clients. Respondents specifically cited the need to collect
digital signatures and payments, two functions that have
seen accelerated adoption during the pandemic. When
respondents were asked what they would do with more
bandwidth, the most common answer by far was more
meaningful communication with clients and acting in a

more advisory role.

Nearly a third of responding agents said that improved
client digital experiences are most important to future
success, solutions such as: online portals for self-service
access to information and key documents, mobile apps
and mobile-responsive web sites, web chat tools, and
automated communications to reach clients with the right

information at the right time.

The importance of providing employees with the tools
they need to work remotely has been critical during the
pandemic, and will remain important as a new, hybrid
future emerges. According to Vertafore survey datq,

the majority of respondents agreed they have the tools
necessary to work from home. However, 20% said they
felt they lacked the necessary tools to be fully successful.

Financial Advisors

Uneven job satisfaction, the FinTech generation gap, and
a trend of more “breakaway” advisors becoming RIAs
are among the top concerns cited by senior executives
and financial advisors in recent surveys and industry

overview articles.

Uneven Financial Advisor Job Satisfaction

Surveys focused on financial advisor satisfaction vary
greatly — ranging from very satisfactory to unsatisfactory.
A narrowly-focused 2021 wellness survey of exchange
traded fund (ETF) advisors by FlexShares® reported

that 81% of respondents liked their job better than

the “average person” — up from 79% in 2018. The

opportunity to help people secure their financial
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future was cited by 58% of the advisors as a source of
satisfaction, while 19% said that flexible schedules and
independence were important, whether they worked

for RIA firms, a brokerage firm, or a hybrid of the two.
Another 13% said the relationships they build with clients,
colleagues, and their communities are what make the
profession outstanding.

In contrast, a broader 2021 survey of all types of
financial advisors by CareerExplorer” concluded

that they were among the least satisfied professionals
in America. Financial advisors rated their career
happiness 2.7 out of 5 “stars” in Career Explorer’s
system, which places them in the bottom 10% of all
careers. This survey — which is collected on an ongoing
basis nationwide using a standard career test — was
measured against several job factors: salary, meaning,
interest, work environment, personality, skill utilization,

and overall opinion.

Recent research conducted by Wiley Online Library®

on women financial planners’ job satisfaction showed
that they are generally more satisfied with their job than
men. Women told Wiley they became financial planners
primarily because they want to help people, enjoy being
in the profession, want to grow professionally, and want
the opportunity to work independently.

The research also found that women advisors tend to

be more satisfied when working independently or with
small firms, but they re also more likely to feel successful
when working in big firms versus small ones. The women
surveyed had comparable education to men, but a
significantly higher percentage of women hold the
Certified Financial Planner (CFP)® certification.

Based on data from the U.S. Bureau of Labor Statistics,
Career Explorer reported that women comprise 31.5%
of the financial advice industry in America. Although
the percentage of women advisors is low (especially
compared to insurance agents), 2020 witnessed a
3.1% increase in the number of women advisors with
CFP® certification. For every dollar a man earns in the

industry, a woman earns 86 cents, which amounts to

an average income of $76,162 for men, and $65,247
for women.

According to the J.D. Power 2021 U.S. Financial Advisor
Satisfaction Study?, advisors working for wirehouse

firms indicated significantly lower levels of support

from their firm (34%) and greater disruption of business
services (29%) compared with their 2018 survey. In

both categories, wirehouse advisors were experiencing
the negative effects of the pandemic at approximately
double the rate of non-wirehouse and independent
advisors. Wirehouse advisors also cited higher levels of
difficulty transitioning to remote work.

Comparing firm-level FA satisfaction scores from 2018
through 2021, J.D. Power found that 18% of advisors
working for firms with the lowest overall advisor
satisfaction scores switched firms during that period -
more than three times the switch rate of 5% among the
firms with the highest overall advisor satisfaction scores.
The survey also found that 63% of investors indicated
they would likely leave their firm to follow their advisor if
they left the firm.

Technology and operations support were common pain
points among dissatisfied advisors in the J.D. Power
study. Only 35% of advisors said their firm’s technology
offerings had improved since the pandemic began, and
just 12% reported problem-free experiences getting

support from their firm’s operations departments.

The FinTech Generation Gap

Career Explorer noted in 2021 that advisors between
the ages of 30-40 made up only 27% of financial
planners, but the least represented group were young
people between the ages of 20-30, who comprised
only 12%. A significant majority of advisors — 56% - are
50 or older, and 26% were 65 years or older. This data
underscores a serious gap when it comes to adopting

new technology.

J.D. Power’s 2019 financial advisor satisfaction study
revealed that 26% of employee financial advisors under

40 either were not aware of or did not use smartphone-
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friendly tools, and 49% did not use tablet-friendly tools.
Moreover, 42% of employee advisors under age 40
reported that their firms did not allow them to use social
media to communicate with clients or prospects, despite
the fact that 64% of them said that it had helped them
strengthen client relationships, and 47% said it had
directly helped them win new business.

As for loyalty, the 2019 J.D. Power survey found that
82% of the advisors under 40 who were highly satisfied
with their firm’s technology said they “definitely will”
remain with their firm, and 76% said they definitely will
recommend their firm to other advisors. For those who
were dissatisfied with technology, just 33% said they
definitely will remain and 29% definitely will recommend
their firm to others.

Nevertheless, the COVID-19 pandemic not only
accelerated FinTech adoption but started to change
FinTech opinions and assessments as well. According
to Financial Planning’s 2021 Technology Survey'®,
93% of financial advisors say technology plays either
a critical or very important role in their practice. Survey
respondents included a mix of employee advisors,
independent broker-dealers and fee-only firms of

various sizes.

Asked to name the technologies that were changing the
wealth management industry, 47% said digital platforms
such as client portals, 40% said behavioral finance
software, 39% said Al, 35% said mobile apps, and 25%

said robo-advisors and automated investing.

More Breakaway Wirehouse Advisors Are
Becoming RIAs

Established management practices and paradigms are
taking their toll on many wirehouse firms. Shortly after
pandemic lockdowns and social distancing became a
way of life, a growing number of wirehouse advisors
started leaving their firms either to join RIA firms or start
their own companies. A 2020 TD Ameritrade survey"
noted that, although brokers had been breaking away
from Wall Street for many years to launch their own RIA

firms, they were now exploring a wider range of paths
to independence and were increasingly confident about

making a successful transition.

Wirehouse advisors thinking of breaking
away were contemplating the following

independence paths as follows:

* Acquire or merge with another
business: 39%

* Start my own business: 25%

* Join an existing RIA firm as an
employee: 19%

* Partner with a company that provides

technology and other support: 17%

In addition, 40% percent of the “potential breakaways”
said they are more likely to break away than they had
been six months earlier. Brokers in the 2020 study also
expressed overwhelming confidence in their ability
succeed in an independent practice: 99% said that
clients placed their trust in them, the advisor, rather than
their employer’s brand; and 80% believed that they
did not need their employer’s brand name to grow their
own practice. In addition, 87% anticipated earning

more as an RIA.

Nearly 80% of the agents said that managing their own
business would not be too difficult, and 70% said they
were not worried about giving up securities licenses or
being sued by their current employers. Among brokers
surveyed by TD Ameritrade that had already made the
move to the RIA channel, 77% said their quality of life
was better; 80% said their move to independence was
easier than expected; and 78% said they successfully

transitioned all their clients to their new firms.
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