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NICCICUTTI

Robots or humans? Why the answer
may depend on your choice of adviser

Many IFAs are as effective as automatons when it comes to discussing investments with their clients

illrobots

ever take

the place

of financial

advisers?

This was the

question
asked last week in Money Marketing,
amid suggestions that the market
forautomated investment tools
and low-cost technology-driven
solutions will gradually replace face-
to-face advice.

Money Marketing reported on
estimates by USresearch firm Aite
Group, which suggested the value of
assets managed in this way will more
than triple to £39bnin 2015 from
about £10bn at the start of 2014.

Itis not clear whether this
sum refers to US- or UK-based
investments, Either way, while the
amountsinvolved are tiny compared
to the trillions of fundsinvested on
the basis of ‘human’ advice, it is easy
to see how the amount managed by
robots could increase exponentially.

Intriguingly, the response
fromadvisers quoted in the
article seemed mixed, with some
suggesting the main impact would
be on execution-only advisers such
as Hargreaves Lansdown operating
inasimilar online space as so-called
‘robo-advisers’.

Jonathan Davies Wealth
Management managing director
Jonathan Davies was quoted as
saying: “Robo-advisers will do well
for certain periods of the investment
cyclebut notonalong-term
investment strategy. The problem is
when investment conditions shift.
I1think Iwould want to stick witha
real person with areal brain.”

Heisimplying, presumably, that
advisers are human beings who
canrecognise changesin investor
sentiment and can advise their
clients on appropriate courses of
action more swiftly than a robot can.

Hopefully, Jonathan will not mind
if1disagree. The real challenge for
advisersand their clientsis less
likely to come when markets are
falling than when the issues they are
seeking solutions to have a human
component to them, like havinga
baby or planning for long-term care.

Even then, itis likely that within
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the next five to 10 years robo-
advisers will be enabled to come
up with far more personalised and
tailored financial answers toissues
such as these.

Inany event, the real problemis
that, in my experience at least, many
advisers areabout as effective - and
proactive - asrobots when it comes
todiscussing investment decisions
with their clients.

Many years ago, before the demise
of Peps and their replacement by
Isas, Iwas slightly surprised to
receive a large cash payment for
work I had carried out long before.

I had previously agreed with my
IFA what funds toinvest in as far as
my £6,000 Pep was concerned, my
personal and company pensions
were fully funded and I had already
maxed out my Tessa allowance. The
question, then, was whether there
were any appropriate tax shelters for
afurther sum runninginto several
thousand pounds.

Afewdayslater Ireceived a
phone call from one of the advisers’
administrators to say that [ would
shortly receive an envelope in the
post with an application form. They
said Ishould sign and send it back
with a cheque for £3,000.

Two days later the envelope
arrived withan application
form for a Fidelity Pep
wrapper (with very high
charges) and Vodafone as
the single-company share
recommendation.

Why Fidelity? Why
Vodafone?1called the
administrator and she
did not know. The
adviser himself was
toobusy totell me.

Solasked around: it
seemed Fidelity was
punting Vofadone
shares on the basis of
one or two brokers’
reports suggesting
this was anup-and-
coming place toinvest.

Robotically - and
without independently
verifying these claims - my
IFA sent out these wrapper forms
toany of hisclientsinterestedina
single-company Pep.

Robotically, and
with noindependent
verification of the
brokers’ claims, my
IFA sent out these

 wrapper forms to
| any of his clients

interestedina

Thankfully and unrobotically, I
was able to carry out some quick
research. I found amuch cheaper
Pep wrapper and chose another
company toinvest my £3,000in
instead. Ialso ended my relationship
with that adviser.

In the past 16 years my single-
company Pep has enjoyed returns
of almost 700 per cent. Vodafone’s
share price, which stood at 498p on
1April 1999, closed at 217p on Friday
last week.

Anunusual story? Idoubt it.
Fidelity did exceptionally well that
year through its packaged single-
company Pep application form,
with many hundreds of advisers
robotically sending them out to
gullible punters.

Egregious as that so-called
advice was, in the years that have
followed there has been a raft of
stories about clients’ money being
stuffed into all manner of unsuitable
investments, from Arch cruto
Keydata, largely because too many
advisers robotically took for granted
unrealistic claims about the safety of
these funds.

Even worse, my experience
suggests that, contrary to Jonathan

Davies’ assertion that ‘human’

advisers are quick off the mark
when it comes to contacting
their clientsin the event of a
change in the value of their
investments, this rarely - if
ever - happens in reality.

Mine have never done so

and hundreds of thousands

of clients will attest to the
same fact.

Which is why I suspect
thereal reason for the
likely exponential growth
of robo-advisers over the
coming yearsis that they
are generally much more
reliable than their flesh-
and-blood counterparts.

In a straight choice

between humans and

robots, the machines win
every time.
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Nic Cicutti can be contacted
at nic@inspiredmoney.co.uk
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@NicCicutti



