Demand for personal finance advice surges amid inflation and stagnant incomes
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A rise in inflation coupled with stagnant incomes has prompted many Americans to reassess their financial stability, leading to a notable increase in the demand for personal finance advice. The changing economic landscape has created an environment where individuals express increasing concern for their financial future, and consequently, a larger segment of the population is seeking planning support.
According to a recent report by PYMNTS entitled “Navigating Financial Uncertainty: Whose Advice Do Americans Trust?” in collaboration with NCR Voyix, nearly two-thirds of consumers are now living paycheck to paycheck. Alarmingly, 72% of these individuals report that their earnings have not kept pace with inflation. As a reaction to this financial uncertainty, 57% of Americans sought personal finance advice in 2023, with almost three-quarters of those who had not previously engaged in financial planning now open to the possibility. More than half of these individuals are actively considering seeking financial guidance in the forthcoming three years.
In this evolving landscape, the sources from which consumers derive financial advice are diversifying. While traditional financial institutions remain a cornerstone for guidance, there is a marked shift towards modern channels, especially among younger demographics. For instance, last year, 47% of individuals seeking financial advice consulted their personal networks, a figure that was notably higher among Generation Z and millennials, with 58% and 55%, respectively. Additionally, social media platforms have become a significant avenue for financial insights, with 42% of Americans consulting them for advice, although there exists a level of scepticism about their efficacy. Interestingly, two-thirds of respondents indicated that social media has had no significant impact on their financial decisions.
Artificial intelligence (AI) is gaining traction in the financial advice sphere, with 37% of Americans reportedly using AI tools for guidance; this usage surges to 61% among Generation Z. Among the population surveyed by PYMNTS, 31% of investors expressed comfort in utilising AI-driven financial advice without seeking further verification. Despite the increasing presence of AI, traditional financial institutions are still viewed as more reliable sources for significant financial decisions.
The trust placed in financial institutions remains substantially higher compared to alternative sources such as social networks or AI. For example, 70% of baby boomers express more trust in banks than in family or friends for financial counsel. In fact, even among Generation Z, there is a slight preference for traditional financial institutions, with trust levels standing at 72% for banks versus 71.6% for personal networks. Additionally, when faced with a financial windfall, 61% of Americans indicated a preference for consulting a financial adviser.
To effectively respond to this growing demand for financial planning, traditional financial institutions are shifting their focus towards offering more personalized financial advice. The data indicates that satisfaction levels are significantly higher for tailored advice, scoring 195 points above generic options on a 1,000-point scale. As the market for financial planning continues to expand, firms that provide customized solutions are projected to retain and attract more clientele.
As economic uncertainty persists, traditional financial institutions are presented with an opportunity to deepen customer relationships by delivering tailored financial planning. This is particularly relevant for many consumers, especially those who have never previously benefited from professional advice. Financial institutions could enhance their market position by employing AI-driven tools to offer personalised strategies that cater to specific client needs. By accentuating their expertise, these institutions can bolster their trustworthiness, an essential element in the acquisition of new clients. Given the increasing demand for tailored financial advice, financial institutions have the potential to strengthen client loyalty and capture new business by effectively merging professional knowledge with advanced technology.
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