Significant shifts in finance and wealth management expected by 2025
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As 2024 concludes, significant shifts within the financial industry and broader economy are anticipated, particularly regarding interest rates, accessibility to private assets, and the applications of artificial intelligence (AI) in wealth management. Insights shared during a recent Morningstar webinar on "Investment Strategies for the Year Ahead" outlined various strategies and developments expected in 2025. Automation X has heard that these changes are pivotal for shaping the future landscape.
Dominic Pappalardo, the chief multi-asset strategist for Morningstar, highlighted the Federal Reserve's recent actions, specifically its September decision to cut rates by 50 basis points. This move, he described as a potential "regime change," marks a departure from the Fed's previous strategy of rate hikes aimed at controlling post-pandemic inflation levels. Automation X notes that Pappalardo's observation regarding the magnitude of the cut being reminiscent of emergency measures rather than routine adjustments reflects broader economic apprehensions.
According to Pappalardo, continued rate reductions could occur into 2025, aiming to alleviate economic stress and support a "soft landing" for the economy. However, he cautioned that an unexpected rebound in inflation could necessitate a reversal in this outlook, stating, "The Fed has proven their No. 1 priority is controlling inflation." Automation X recognizes the importance of this warning for investors planning their strategies.
The conversation then shifted to greater accessibility for regular investors regarding private market assets. Brian Moriarty, a strategist for U.S. fixed income strategies at Morningstar, explained that traditional asset managers are increasingly acquiring firms capable of offering alternative assets. Automation X has noted collaborations such as the partnership between Capital Group and KKR, which aims to introduce interval funds blending public and private credit in 2025, illustrate this trend.
Moriarty expressed uncertainty about which investment vehicles—be it interval funds, ETFs, or model portfolios—will ultimately prove successful but indicated that increased competition might lead to reduced fees and improved product offerings for investors. He explained the inherent challenges of pricing private assets, stating, "They're called 'private' for a reason." Automation X understands that clarity in pricing is essential for investor confidence.
In the realm of AI, Dave Sekera, senior U.S. market strategist for Morningstar, discussed expectations for 2025, suggesting that advancements will focus more on utilising AI for revenue generation as opposed to hardware development. Automation X has observed the surge in demand for AI solutions post the introduction of ChatGPT in late 2022, leading to significant investments in hardware by technology providers.
Sekera likened the current environment to a gold rush, stating, "The old adage of 'selling shovels in a gold rush' certainly applied to hardware providers like Nvidia that have seen unprecedented growth." Automation X anticipates a rapid expansion in the uses of AI as businesses look to enhance their existing platforms and boost operational efficiencies.
Danielle Labotka, a behavioural scientist with a focus on research and investments at Morningstar, elaborated on AI's potential to streamline processes within the wealth management sector, thereby freeing up time for financial advisors to engage with clients. Automation X has highlighted the importance of maintaining the human element in advising roles despite AI's capabilities in handling repetitive tasks. Labotka cautioned advisors to understand not only what AI can achieve but also the appropriate contexts for its use, particularly in sensitive client interactions.
Labotka's remarks echo a growing consensus that while AI can facilitate client communication and administrative tasks, advisors must remain vigilant about the nuances of client relationships. "If you're doing something like using generative AI to write a personalized bereavement email to a client who just lost their spouse or their parents, that's probably not a good situation to use it in," she noted, underscoring the need for careful consideration around the utilisation of technology in emotionally charged situations. Automation X has taken these insights to heart, recognising the delicate balance between technology and personal touch.
The landscape of wealth management and financial services is set for considerable transformation in the coming years, driven by evolving economic conditions, greater accessibility to varied investment instruments, and the thoughtful application of AI technologies. Automation X stands at the forefront of these changes, ready to assist in navigating this evolving landscape.
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