The future of wealth management: Robo-advisors and human expertise
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In a rapidly evolving financial landscape, advancements in AI and automation are reshaping the wealth management industry, leading to an exploration of the future relationship between robo-advisors and traditional financial advisors. This November, insights into wealthtech advancements are being discussed, highlighting both current capabilities and potential future trends in this sector.
Robo-advisors have gained traction due to their cost-effective, scalable, and accessible nature, appealing particularly to tech-savvy investors. Harry Folloder, chief digital and technology officer at Alorica, discussed the advantages of these digital platforms in an interview with The Fintech Times. He noted, “Robo-advisors bring undeniable value with their cost-efficiency, scalability, and accessibility, offering financial guidance to a broad demographic.” He elaborated that while robo-advisors efficiently handle transactional tasks such as portfolio rebalancing, the human factor—referred to as “emotional IQ”—is irreplaceable during nuanced financial discussions and when managing clients' emotional responses during market volatility.
Folloder highlighted a likely hybrid model as the future framework for financial advising, advocating that AI should take over routine processes while human advisors manage more complex, relationship-driven roles. This viewpoint resonates with Slav Kulik, CEO and co-founder of Plan A Technologies, who also asserts that rather than replacing human advisors, robo-advisors should augment their capabilities. Kulik remarked that robo-advisors are adept at data analysis, which can significantly aid human advisors, especially in high-pressure or emotionally charged situations.
However, challenges persist within the realm of robo-advising. Robert Johnson, PhD, CFA, and CAIA chairman at Economic Index Associates, voiced concern over the “one-size-fits-all” nature of robo-advisors. He explained, “If two individuals are of the same age and indicate that they have the same risk tolerances, robo-advisors will provide similar solutions.” Johnson argued that human advisors excel in providing tailored advice, particularly in turbulent market conditions, where reassurance and expert guidance can be vital.
Building long-term relationships appears to be a significant strength of human advisors. Arj Kumar, founder of Taxd, stated that while robo-advisors may offer efficiency, the depth of understanding and relationship-building that human advisors foster cannot be easily replicated. Kumar explained, “An advisor can adjust their advice depending on the type of retirement a client may want or how much money they want to pass onto their children.” This contextual understanding enables human advisors to align their recommendations with individual clients’ lifestyles and personal goals.
Despite concerns over the limitations of robo-advisors, their financial accessibility is a notable advantage. Kian Sarreshteh, co-founder and CEO of InvestiFi, pointed out that robo-advisors have democratised access to professional financial advice by lowering the entry barriers significantly. He noted that robo-advisors have minimum investment thresholds as low as £1, contrasting sharply with the typical £25,000 threshold set by traditional advisors. Furthermore, he mentioned the considerable fee advantages, with robo-advisors charging between 25-75 basis points, compared to 1-1.5 per cent for human advisors. This financial structure allows institutions to provide broader advisory services without compromising customer service.
The consensus among industry leaders indicates a shared belief that while robo-advisors will continue to play an important role in the financial advising landscape, the emotional and complex nature of human interactions will ensure that traditional financial advisors maintain relevance in the industry. As technological advancements progress, the future of wealth management will likely pivot towards a hybrid model, capitalising on the strengths of both AI systems and human expertise to offer clients a comprehensive advisory experience.
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ROBO-ADVISOR + [RUIMAN ADVISER]-SYMBOL IZ AND HUMAN AND ADVISOR
EMOITIONALA|T INTELLIGENCE IN WEALTH MANAAGEMENT.




