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ABSTRACT

Advice provided by financial planners has the potential fo
impact the financial and emaotional welHoeing of clients
and is particularly important in a world struggling fo dedl
with COVID-19. Despite the oufcomes of quality financial
planning relafionships, there is liffle direct evidence fo
support the importance of technology in the financial
planning sefting. Previous research has emphasised the
importance of fechnology in cther fields, although not in
relation to financial planning. This research investigates

the impact of technology on financial advice value,
measured in a survey of clients and financial planners
regarding factors of technology, communication, trust, and
investment returns. A quesfionnaire was developed based
on previously validated scales. Ratings for the factors were
compared between clients and financial planners, with
financial planners found to underestimate their client’s
confidence in their process, and also underestimate the
importance of communication fo clients. The results indicate
that clients value investment refurns above the financial
planning relationship, and that financial planners value
the relationship above investment returns. This research
confributes to the financial planning and fechnology
litercture, provides a foundation for future research, and
provides support for the importance of communication and
fechnology in professional relationships such as in financial
planning.

23



Financial Planning Research Journal

The tfechnology uptcke across all sectors in the COVID-19 context illustrates the power of technology
fo potentially save the financial advice sector by allowing cost efficiencies to be passed on to clients.
In the COVID-19 era it seems that technology has finally been utilised to streamline the sectors and
professions it was designed for (Galanakis, Rizou, Aldawoud, Ucak, & Rowan, 2021). The timing is
perfect, as with the increased compliance cost burden of recently strengthened financial advice
regulation, technology has the potential fo ensure aadvice affordability and accessibility in a post-
COVID-19 world. This poper seeks to understand the similarities and differences in financial advisers
and clients perspectives fowards the role of technology in financial advice.

Robo Advice has unquestionably increased in recent years, lout is still af a relatively low level, even
with households with high levels of income and net worth (He & Liu, 2021).

The financial advice sector has moved steadily towards formal regulatory systems to support
increasing professionalism. Given the value of financial advice fo the community, ensuring
professional standards for financial advisers provides long ferm positive community outcomes

(Bruhn & Asher, 2021). In June 2017, under the Corporations Act 2001, FASEA was declared os

the formal standards body of the financial planning profession (Financial Adviser Standards and
Ethics Authority Ltd 2019). FASEA wos charged with implementing the changes first raised by the
Future of Financial Advice Reforms (FoFA), and include increases to the education standards of
financial advisers as the primary change. Additional changes overseen by FASEA include the
requirerment for inancial advisers fo adhere fo one code of ethics, be on one central register, for
advisers to undertake a supervised professional year, and an increase in the Continuing Professional
Development requirements by more than 10 hours per year (Corps Amendment Act, 2017). The role
of FASEA has shifted fo Treasury as of January 2022, These changes mean that while the standards
of professionalism will increase in the financial planning profession, so will the cost of providing quality
advice (Westermann, Niblock, Harrison, & Kortt, 2020). The backdrop of on increasing cost to provide
advice alongside falling consumer senfiment since the Royal Commission of 2018 means that the
alignment between clients and advisers on what is delivered and what is considered of value is more
important now than ever before.

Financial advisers are increasingly concerned that the cost of running their inancial planning
practices is on the rise, and as a result access to financial planning services is getting more and
more unaffordable (Westermann et al., 2020). As discussed, this increase in cost will continue fo rise.
This study aims fo look into the role fechnology plays in improving the access o financial planning
senvices and considers this fopic by evoluating the perspectives of clients and financial advisers
fowards services offered by the financial planner that may or may not be of value.

Modern day financial advisers are becoming more aware of the fact that personality, demographic
and sccioeconomic factors, household characteristics, cognitive and emaotional biases, and even
religion can affect financial decisions (Hunt, 2016). Financial advisers need o understand investor
psychology, as facts and figures alone are no match for human emotions (Courtenay, Toffler, &
Baeckstrom, 2021).

By being able fo potentially provide the whole financial planning service through an online platform
substantially reduces personnel and asset costs while a number of clients can be served (Jung ef al
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2018). Despite financial planning being an increasingly imporfant fopic for research, the empirical
studies supporting the profession are in relatively short supply, and even more so when it comes
fo fechnology in financial planning. Notfable exceptions include the research underfaken by Stich
(2019) and Hohenberger, Lee, and Coughlin (2019) who discuss the increasingly important role of
fechnology in access fo financial advice.

Researchers have starfed fo explore this question with an increasing body of liferature developing
around online frust (Kim & Peterson, 2017). Taking info consideration the complexity of advisory, there
is a strong need of extensive information technology (IT) support for improving advisory services,
making the whole process more effective and efficient (Stich, 2019).

Robo-advising has been put forward as one of the many viable solufions to this growing problem and
has been found fo make financial advice much more readily accessible and at a lower cost. Robo-
advice is ‘the delivery and execution of financial advice through automated algorithms on digital
plafforms’. Aside from the cost savings that robo advice affords, robo-advice can improve on human
aadvice for several reasons. First, they ufilise replicable algorithms based on financial theory, not
deeply held beliefs and biases that human advisers are subject to. The technology can also simplify
and speed up communication with clients, grectly adding fo the efficiency of advice (D'Acunto,
Prabhala, & Rossi, 2019).

The growth of investment robo-advisers and automated personal financial management services
creates both massive opportunity and huge new risks that regulators cannot even assess as yet, let
alone address. Due fo the scale that aufomation affords, these services have the pofential to provide
higher quality and more transparent financial advice o more people at a lower cost than human
financial advisers. The emergence of robo-advice does not discount the imporfance people place
in the industry. People will always be needed o design, model, implement and market these services
(Baker & Dellaert 2017).

There has bbeen alot of focus placed of finfech in recent years. The peak advocacy group for the
finfech sector in Australia, Fintech Australia, reports there are more than 400 fintech businesses in

the counfry and the secfor growth is strong. Finfech represents roughly 20% of the starfup industry
and now impacts the whole financial services value chain, From front-office to back-office, wealth
management and superannuation, to retail banking and credit (Tsen & Forrest 2019). The biggest
threat fo Financial Advisers out there foday, who are practicing traditional advice, is that these
financial planning services are allegedly more collaborative, personal and comprehensive than ever
before. If their progress remains constant, it is only a matter of fime before these fintech companies
rival the face to face propositions of the traditional financial planning business (Marshall, 2017).

This study builds on previous research in financial planning and applies it fo fechnology in the
financial planning context. A review of the previous research from the components of inancial
planning with respect fo fechnology will be documented in the literature review section of this paper.
Technology and the future of financial planning will be explored and then further broken down info
eleven components. These components include risk profiing, cash flow management, investment
management, retirement planning, consumers, sophisticated investors, inancial literacy, frust,
communications and confiicts of inferest.
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Theoretical Foundation

This section provides an ovenview of previously published research that relatfes fo fechnology and
financial planning in Australio. Financial planning has been studied across the globe for decades,
and this analysis will focus on the core elements of financial planning, but in particular we wil
examine what role fechnology increasingly plays in the finoncial plonning process.

The first section examines the literature that establishes the foundations of financial planning, and
explores the origin and genesis of financial planning, especially in the Australicn contfext. In this
section we will discuss risk profiling, cash flow management, investment management and refirement
planning in detail.

The remainder of the section then looks af the literature that supports the ancillary components of
financial planning. This part of the review will look into the consumer and the current state of their
financial literacy, tfrust and communications in the client-adviser relationship, and that relationship in
general.,

Financial planning

Financial advisers see themselves as responsible for creating financial rocdmaps for their clients,
combining the cognifive talents of the traditional financial planner and the emotional skills of a
counsellor (Hunt, Brimble, & Freudenberg, 2011). They view themselves as financial guides, who are
responsiole for leading clients where they want to go (Gerrans & Hershey, 2017).

Families have an incredioly crifical decision fo make in ferms of who they appoint and entrust with
the financial resources needed for current and future generations. This is Nof entirely a rafional
financial decision either, it is also about who can best fake personal care of the family and not just
oversee their money (Grubman & Jaffe, 2010). Openly discussing personal financial assets, personal
life goals, and articulating plans for achieving those goals relies on frust, and a client’s wilingness to
be vulnerable (Dubofsky & Sussman 2009).

The previous literature here is undeniably limited, and while financial planning fechnology has been
touched on in the past (Barber & Odean 2001, Heinrich et al 2014, Baker & Dellaert 2017), we cannot
find evidence of empirical research in the Australian context.

One of the core historical components of the financial advice profess that has effectively utilized
fechnology is risk profiling. One only needs to look af Advantra Wealth and Advice Intelligence fo
understand existing fechnology utilization in the risk profiing space.

A financial adviser is required to measure their client’s risk preferences, such that an appropriate
asset allocation can be recommended. In doing so, financial advisers have been found to add
value in two ways. First, they can add value 1o their client’s lives as their agent, specifically carrying
out their wishes. The majority of clients simply do not have the time or the proper tools fo manage
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a portffolio by themselves, so the job is thus delegated fo an adviser. To do this, the financial adviser
must understand their client’s risk preferences. Second, they aim fo help their clients make smarter
decisions with their money. Through the financial adviser's knowledge and by idedlly restricting
emotion, advisers have been found to enhance client’s portfolio choices (Dong et al 2015; Hunt,
2016).

A financial adviser must recommend investments that are not only appropriate for the client’s goals
or risk required, but also be suitable for their risk capacity and tolerance. To achieve this, there must
be sound processes and tools available to financial advisers. This has been proposed o be equal
parfs art and science. The tools that the adviser uses are the science and the art lies in their ability to
use these focls effectively to guide the investment decision making process (Davey & Resnick 2012).

Trade-offs are a key component of financial planning. One of the classic frade-offs for a client when
making investment decisions has to do with three key points - risk required, risk capacity and risk
tolerance. The risk required is what risk does the client need 1o fake to achieve to the return required
fo achieve their goals. Risk copacity is simply the client’s ability to fake risk. If something goes wrong,
what can the client handle before they have to alter their plan. Risk tolerance is all about the client’s
affitude foward risk. It is ulfimately another tfrade-off, where a balance has to be found in making the
most of their fime and capital, yet not putting their financial welHoeing af risk (Schulaka 2012),

The Australian financial services industry has been the focus of disgruntled clients and regulators
over a long period of time. A recurring theme is becoming more apparent as fime goes on. Poor
oufcomes as a result of financial advice are being repeatedly reported due fo a failure to properly
consider clients’ risk aftiftudes. One may reasonably expect that since these events should have led
fo significant remedial action across the profession. However, a review of current regulatory guidance
suggests that this is not the case (Hartnett & Mella 2015). This paper afferpts to help bridge the gap
in the previous literafure by building on the link between risk profiing and fechnology. There have
been numerous empirical studies (Von de Venter, Michayluk & Davey 2012, Schulaka 2012, Davey &
Resnick 2012, Dong et al 2015) on such tfechnology and techniques and this research builds on this.

Anissue faced by many families is pin pointing where their money goss and what their cost of living
is. But those who make the time and develop plans for managing their income and expenses fend o
find themselves in a healthy financial position, with more control and have much more confidence in
how the future looks (Graham 2019; Lee, Park & Montalto 2000; Xico & Noring 1994).

At a point in time, the individual is assumed to be a farsighted planner, and a myopic doer. The
conflict then arises which is similar to the agency conflict between the owners and managers of a
business (Kennickel, Starr-McCluer & Sunden 1997). Self-control as a concept has been incorporated
info a theory of individual inferferporal choice by modelling the individual as an organization (Thaler
& Shefrin, 1981). Research has shown that through practicing small acts of self-control, it can lead

o a greater self-control capacity. Hence, it is possible to strengthen the self-control muscle through
exercise, leading to better outcomes (Muraven 2010). Galperti (2019) suggests that spending

caps are unlike minimurm-savings rules, they can help to curo overspending because they halt
consumption that lowers returns from under saving.
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investt

In 1952 an arficle fitled "Portfolio Selection” published in The Journal of Finance, authored by Harry
Markowifz, Modern Porffolio Theory (MPT) was infroduced. The concept originally generafed relatively
little interest, out the financial community progressively adopted the thesis. Today, all these years

later, the most widely used applicatfions in the areas of asset allocation, portfolio management, and
portfolio construction. It appears probable that MPT will occupy a permanent place in the theory
and practice of finance (Fabozz, Gupta & Markowitz 2002). Modern portfolio theory (MPT) is used to
determine the optimal portfolio of mulfi-assets which achieves the highest level of return for a given
level of risk. It is then described as “efficient”, implying a rational investor would choose this portfolio
above other options (Byrne & Lee, 1995).

Managed funds have gained fraction over the last few years. However, their performance has proved
fo be an issue that has been well documented in the finance literature (Lakonishok, Shleifer & Vishny
1992, lppolito 1993, Shukla & Trzcinka 1994, Elton & Gruber 1996, Wermers 2000, Guercio & Reuter
2017) over the last few decades. Academics have been forever debating the issue of whether active
managers add value above and beyond thelr respective lbenchmarks after fees since the seminall
paper of Jensen (1968) (Holmes & Faff, 2004). Despite some controversy still out there, the majority

of studies now conclude that actively managed funds underperform their passively managed
counterparts on average over the long term (Elton, Gruber, & de Souza, 2019; Fanhling, Steurer, &
Sauer, 2019). There are clearly many ways fechnology is already improving client outcomes, as both
active and passively managed funds leverage technology fo streamline trading efficiencies.

A 119 o
consumer

Recent studies have found that the relafionship between consumers of financial advice and financial
advisers are complicated and hard to understand. There are both theoretical and empirical studies
fo support this, which show consumers need to carefully select and monitor their advisers (Agnew

et al 2016). Making a decision around how fo allocate savings across risky asset classes commands
an understanding of investment horizon, risk preferences, asset returns and human capital. To

help this decision, many households seek financial advice. Although the use of financial advisers

is widespread, relatively little is understood about how advisers shape client investment portfolios
(Foerster et al 2017).

Behaviours and habits are incredibly important in economic environments, When people exhibit
habit formation, it has been shown that people exaggerate the degree o which their future tastes will
resemble their current tastes. This leads them to consume too much early in life, and make decisions
as fime passes to consume more and save less than originally planned (Loewenstein, O'Donaghue
& Ralboin 2003). Beshears et al (2015) found that consumers who were exposed o information about
the actions of their peers that were positive, in their study it was high savings rates, can actually have
negative reactions. Their results revealed an inferesting drawback when highlighting the actions of
peers. Peer information usually contains social comparison, and those with a lower socio-economic
status may react negatively to positive peer behaviours.

In Australia, it has been shown that people holding superannuation funds for refirement savings
purposes consider themselves as consumers, not investors. How fund information is presented has
also been found to be of litile help to the memloers as consumers. Simplifying product packaging,
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labeling and marketing to relate product information to consumers refirement needs and objectives
could lead fo overall enhanced engagement in the sector (Delpachitra & Rafizadeh 2014).

acy

The Crganization for Economic Cooperation and Development (OECD, 2005) defines finoncial
education as 'the process by which consumers improve their understanding of financial products
and concepts and, through information, instruction, and/or objective advice, develop the skills and
confidence to become more aware of financial risks and opportunities 1o make informed choices, fo
know where to go for help...". Research shows that financial illiteracy will not be “cured” easily. Not by

a one-time benefit, or a detailed step by step plan of what actions o fake, Education alone may not
be enough. It is integral that consumers be given the tools to change their behaviours, rather than
delivering financicl education. It has lbeen shown that consumers would rather personalized ways fo
learn how to manage money rather than affend educational seminars (Lusardi & Mitchel, 2009, 2011,
2014).

Financial decisions are getftfing more complicated, and financial literacy is not keeping pace.
Unsophisticated individuals are now leff with the problems that come with more responsibility and less
understanding (Lusardi & Mitchell, 201T). Regulators and academics are relentlessly and confinually
searching for ways to improve the financial choices of the ordinary person (Agnew 2005). Consumers
are increasingly confused as fo which adviser or advice fo frust (ASIC 2012). Research shows that the
everyday investor has issues doing basic calculations, and they struggle with basic financial concepts
such as diversification, how markets work and how fo price assets. Lack of inancial literacy has been
shown to be a key cause in the lack of refirernent planning (Lusardi & Mitchell 2017).

Client frust in financial planning services is of paramount importance, especially when considering
factoring in increased use of fechnology in the process. The impact communication has on client
commitment and trust has come from the marketing research predominantly, not the financial
planning profession. Key papers which have examined frust in the financial advice context are Cull &
Sloane (2016) and Hunt, Brimble, Freudenberg (2011). Due fo the highly fechnical and customized
nature of inancial planning services, it is hard for clients to assess service quality, even affer purchase
and use (Sharpe et al, 2007). In 2014, the then Australion Securities and Investrent Commission
(ASIC) Chairman Greg Medcraft stated "Australians want advice they can frust, it's absolutely
appalling ... and it's heartreaking to see people who have been advised to go into products that are
completely inappropriate and they have no idea what they're invested in” (Hartnett & Mella 2015).

Sharma and Patterson (1999) looked into the impact of effective communication and perception of
fechnical and functional guality of inancial planning services on client frust and commitment. They
first made ¢ distinction between technical and functional quality. Technical quality wos “whaot” the
financial adviser gave 1o the client. Whereas functional quality was *how” they delivered the technical
service. Through their analysis, it was found that although technical guality was important, how the
financial adviser delivered this was by far more important in impacting client commitment and frust.

Agnew et al. (2016) also found that advice quality, credentials and experience are likely fo be
corelated, but it is very hard to make distinctions to separcte their effects on what advice fo frust.
Their study found that clients frust and prefer advice from financial advisers who had credentials,
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regardless of the quality of the advice they gave or their personal characteristics. They found that
advisers lacking credentials were rafed less trustworthy, and their advice was less likely fo be followed.
However, direct face-toface communication is quickly becoming an expensive rarity in a world that
is increasingly saturated with technology in delivering services. So credentials aside, humans are
facing new problems in an increasingly automated world. When humans inferact with systfems alone,
their ability fo assess, accumulate and evaluate frust in other humans through direct interpersonal
communications is significantly impaired (Cofta & Crane, 2003). Hence, there is a gap in the previous
literature.

Communic

Authors have found that in the context of the financial advice sector, disclosure is not effective
(Richards & Safari, 2021).

Decision-making research suggests that consumers fend fo reduce the amount of effort they expend
when decisions become overly complex. If investors lack the capacity to compare the available
investment alfernatives, the process becomes much more intimidating (Agnew & Szykman 2005).

If & decision-making environment is overly complex, it has been found that the user cannot make
decisions on technical properties clone. If they are presented with too much information, they will be
confused. Yet conversely, 1oo litfle information leaves the user with the feeling of being restricted by
the machine (Cofta & Crane, 2003).

F g ey 8 L
Conciusion

Technology impacts businesses across the world in many ways, virfually changing more or less every
industry and profession in existence foday. This is even more so in the COVID-19 context. There is no
question that the impacts are irreversible. In the inferests of having a more robust understanding

of technology and the future of financial planning in Australia, prior literature in relation to the
components that technology will impact have been examined. Technology and the future of
financial planning has been explored and then further broken down info eleven components. These
components include risk profiling, cash flow management, investment management, refirement
planning, consumers, sophisticated investors, inancial literacy, frust, communications, conflicts of
interest. The following sections draw on this analysis when considering the experiences of clienfs and
financial advisers surveyed and the potentialities are for the inancial planning profession.

Methodology

The purpose of this research is fo explore the role fechnology will lay in ensuring financial advice
can be provided fo more Australians in an increasing regulatory cost environment., The fechnology
referred o is in ferms of practice, communications, education, technology, service costs, trust, and
the client-adviser relationship. To do this, a research design has been employed which examines

how tfechnology is currently utilised from both the financial advisers” and clients’ perspectives. This
research has been designed to enable the comparison between financial advisers and clients on
the key value drivers and inhibitors and provides a deeper layer of analysis. This section will describe
the methodology employed. Descriptive statistics will be analysed regarding clients, financial advisers,
and the sample.
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The study adopts a survey methodology with questionnaires developed and supported by a logical,
sfructured and systematic approach (Rattray and Jones 2007). Two questionnaires were created,
one for the financial advisers fo complete, and one for clients fo complete. In ferms of the question
content, they are based on the previous literature and were customized in ferms of wording slightly to
whether the respondent was a financial adviser or a client. These sources published their survey ifems
and have been adapted to the financial planning setfting for the current research. Thus, the survey
development process followed empirical survey development methodology. Demographics were
measured, specfiically gender, age, and current inancial planner relationship length.

Table 1: Sources used for the survey development

Component - Attitude towards ltems Source
Communications 6 Graham (2003)
Kaufmann, Weber & Haisley (2012)
Cash Fow Management 11 Lea, Webley, Walker (1995)
Galperti (2019)
Thaler & Shefrin (1981)
Muraven (2010)
Trust 3 Sharpe, Martin, and Roth (2011)
Investrnent management 7 Roszkowski and Grable (2009)
Weber, Siebenmorgen, and Weber
(2005)
Financial Literacy 12 Sfoughton, Wu & Zechner (2011)

Bianchi (2018)
Lusardi & Mitchell (2011)
Lusardi & Mitchell (2017)
Lusardi (2007)

Bae & Sandager (1997)
Risk Profiling 8 Van de Venter, Michayluk & Davey
(2012)
FehrDuda et al (2010)
Retirement Planning 1 Kemp, Rosenthal & Denton (2005)
Financial Planning in Practice 3 Stawski, Hershey, Jacobs-Lawson
(2007)
Coaching 2 Dubofsky & Sussman (2009)

Prior fo launching the surveys fo both financial advisers and clients, the surveys were pilof tested by
six financial advisers and five clients in ferms of the wording and respective interpretations of each
question, survey design, and deletion of repetitive or inappropriate items. The survey was reviewed
and restructured fo ensure ease of completion for both financial advisers and clients to improve the
robustness and validity of the research.,

This stfudy comprised two samples, consisting of fnancial advisers and their clients. Each somple

was provided with an infernet-oased survey, which they were free o complete in their own time. The
financial planner sample was fargeted through the researchers’ professional network, The Financial
Planning Association (FPA) Find a Financial Planner’ web page, and also the “XY Adviser’ closed
group on Facebook. The client sample consisted of the clients of the financial advisers who agreed o
parficipate.,
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All surveys were anonymous. No further information was used or kept. Ethical approvals were received
by Griffith University.

The study comprised of 155 participants (111 males, 44 females). To analyse multiole perspectives,
the study included both financial advisers (N=90) and clients of advisers (N=65). The majority of
porficipants were within the age brackets of 26-35 (n=59) ana 36-50 (N=57). Subsequently, responses
were less in age 51-65 bracket (n=31), the 65+ bracket (n=4) and the <25 bracket (n=4). The
parficipant’s responses and data are examined in the following sections.

Data on respondents gender was collected. The survey displayed no significant difference in
responses based on gender of the client. Finally, responses from financial advisers were primarily from
male participants similar to the gender demographic of the industry overall. For both clienfs and
financial advisers, age was measured.

Table 2: Participants In terms of age

Age <25 25-35 36-50 51-65 >65
Adviser 3 37 36 13 1

(3.33%) (41.11%) (40.00%) (14.44% 11%)
Client 1 22 21 18 3

(1.54%) (33.85%) (32.31%) (27.69%) (4.62%)
Combined 4 59 57 31 4
Percentage based on 2.58% 38.06% 36.77% 20.00% 2.58%
Responses (155)

Table 3: Participants In terms of gender

Gender Male Female
Aaviser 76 (84%) 14 (16%)
Client 35 (54%) 30 (46%)
Combined 1M1 44

Percentage based on Responses (155) 71.61% 28.39%

Client responses indicate that their client-adviser relationship is less than 5 years (83.08%) with o
majority having a 1-3 year duration (33.85%). On the contrary, most advisers reported their clients
have been with them for over 7 years (24.44%) folowed closely by 3-5 years (23.33%). This difference
may be attributed fo the differing perspectives, as advisers are considering their client base overall.

Tests for robustness and normality were also conducted. Normality was examined through variance
and distributions or responses, as indicated by Shapiro-Wilk's normality fest and then Box-Cox test
(Looney 1995), and also visual analysis of hisfograms.
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Results

How value is perceived in the financial planning process, in terms of practice, communications,
education, technology, service costs, trust and the client-adviser relationship will be reviewed,
critiqued and discussed. Further, they will be looked at from the perspectives of both the financial
adviser, and the client. The indings and their associated implications will inally be explored, and the
limitations ana shorfcomings of the survey procedure will be full disclosed. Finally, ecommendations
will be made to hopefully contribute to ensuring the potential for these errors o happen again are
mitigated in future studies.

Figures 1 and 2 contain the gender outcomes of both surveys. As shown in the figures, responses
from financial advisers were primarily from male participants similar fo the gender demographic of
the industry overall,

Figure 1: Client survey responses in terms of gender
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Figure 2: Financial adviser survey responses in terms of gender
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The first ifem for financial planning in practice suggests both clients (M = 6.45, SD = 1.02) and financial
planners (M = 6.32, SD = 0.93) have confidence in the planning that goes info their inances. An
inferesting otbservation in the data was that financial advisers (M = 6.06, SD = 1.02), 1(90) = 3.78, p <
0.002 underestimated how much confidence clients aftribute (M = 6.27, SD = 1.02) in ferms of how
their financiol advice is developed. This could indicate that advisers are far more critical on their own
work as they know it infimately, especially in relation to how clients view it. Whereas clients have much
more confidence their adviser is very proficient.

This observation from the analysis goes against the grain of previous literature suggesting financial
advisers are overly confident in their services, and this could be due fo a number of things not fo
mention the increased regulatory pressures financial advisers in Australia are currently facing. Advisers
seem fo disagree with their clients in ferms of the perceived value in having budgets. This could
represent the fact that advisers overlook this vitally important part of financial advice. Understanding
the profession and the various methods of remuneration this could infer that there is not much money
fo be made hence why the advisers may tend fo undervalue if, and hence overlook it in practice.
Conversely, this could suggest clients are really yearning for this kind of service and given the resullts
of sound cashfiow advice Is felt by clients effectively immediately, this could potentially represent a
gap in the practice of financial planning and could explain why there is an emerging practice in the
‘financial coaching’ space.

To summarise the results from analysing the financiol planning in practice survey responses from

both financial advisers and clients, it is evident there is a large and significant disconnect in client
and adviser perceptions. Contrary fo prior literature, clients appear to value the capabilities of

their financiol adviser far more than the financial advisers give them credif for and undervalue the
importance of having a budget. This suggests that the financial adviser community could significantly
benefit from surveying their clients regularly to ensure they are in fune with the changing consumer
needs.

Communication has been identified as a key component of the financial planning process, and the
relafionship between communication and frust will be analysed in the following sections. The first ifem
in understanding the value of communication in the financial plonning process suggests both clients
(M =635, 8D =0.88) and financial planners (M = 5.89, SD = 0.1.19) value the visual presentation of
their advice. One important point o note from analysing the data was that inancial advisers (M =
4.2, 5D = 1.48), 1(90) = 56.55, p < 0.002 underestimated how clients value (M = 5,55, SD = 1.35) market
and economic commentary.

Technology has been idenfified as an increasingly vital component of the financial planning process,
and the relationship between fechnology and financial planning in practice was analysed. How
important technology is in the financial planning process was explored, the results show that clients
(M =571, 8D = 1.52) have confidence that their adviser uses fechnology to reduce the costs of
delivering aadvice. This could indicate that the jury is still out for clients, as fo whether or not they would
prefer to do more through technology or meet with their adviser to reduce the fees.
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Figure 3: Indlvidual client survey responses for technology
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Financial planning costs has been identified as an integral component of the financial planning
process, and the relafionship between financial planning in practice and the cost of financial planning
services will be analysed in the following sections. To first explore how imporfant costs are is in the
financial planning process, the results show that advisers have confidence that their clients are better
off from advice (M = 6.3, SD =0.71) and that their advice is free from conflict (M = 6.25, SD = 1.01).

Figure 4: Individual financial adviser responses for the costs of financial planning
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Financial planning costs are also a significant positive predictor of a successful practice (B = .0936,
p > 0.05). Finally, an important point to last note Is that the cost of financial planning on the practice
of inancial planning accounted for 21.59% of the variance in practice of financial planning (Ad)

R2 =0.2159), but this is no surprise given the breadth and depth of the dependent varioble being
analysed.
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Trust has been identified as a key component of the financial planning process, and the relationship
between communications and trust has been analysed in the previous sections. To first explore how
important trust is in the financial planning process, the results show that clients (M = 6.78, SD = 0.49)
value the personal relationship they have built up with their adviser. The client-adviser relationship
has been identified as a key component of the financial planning process. The first piece to
understanding the value of this relationship in the financial planning process suggests both clients
(M=06.46, D =0.91) and financial planners (M = 6.78, SD = 0.49) value the relationship they have
mutually built,

Figure 5: Individual client responses for trust
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Financial advisers (M = 5.48, SD = 1.37), 1(90) = 0.15, p > 0.2 overestimated the point that their clients
M=371,8D =1.7) value the client-adviser relationship over investrment refurns.

The only questions in this section where the client and the financial adviser did somewhat agree
were about how they valued the personal relafionship they had mutually built, and that the clients
have a preference for their adviser over their practice. This is consistent with the previous research on
both fronts. Finally, aovisers seem fo also disagree with their clients in ferms of their preference for the
coordination of all of their inancial affairs. This could infer that the client does not actually what a
central control point (i.e. the financial aaviser) and they wish to maintain uffimate control over their
financial affairs. To summarise the results from analysing the relationship survey responses from both
financial advisers and clients, it is evident there is a large and significant disconnect in client and
adviser values. These once again suggests that the financial adviser community could significantly
benefit from investing in fechnology checking in with their clients from time to fime o ensure they
are in tune with improved access fo information and investment reporting, the changing consumer
needs and relafionship dynamics.

The financial planning sector is going through unprecedented change with education reforms,
increasing client demands for senvice, increasing cost of advice, and increasing competition from
robo-advice meaning that it is more important than ever for there o be alignment between the
offerings of financial advisers, and what clients actually value. This study comes atf a critical fime in the
evolution of financial advice, because it is a fime when the research in the secfor is building, allowing
for research-based policy, and research-based practice. It is anficipated that the results of this
research, once published in an academic journal of high regard, will influence both policy makers
and practices. This research followed an empirical survey methodology to ascertain the value plaoced
on various components of inancial planning by both financial planners themselves, and their clients.
The design of this methodology was a result of the key research gquestion, which seeks fo explore
differences in value between financial planners and their clients.

In terms of the research conducted fechnology was found to be positively associated with the

client's and adviser's perceived practice of financial planning. This was supported through the use of
univariate and multiple regression, with a significant amount of the variance in practice of financial
planning accounted for by fechnology in both models. Further, analysis of individual items indicated
that both financial advisers, and their clients are still adjusting fo utilising technology in the financial
planning process but have sfrong confidence it its utility moving forward. This inding is supported in
the research, which has emphasized the importance of fechnology in the financial planning process.

The literature review suggests that how well the advisory conversation is managed is positively and
significantly correlated to frust (Sharpe et al 2007). Direct face-to-face communication is quickly
becoming an expensive rarity in a world that is increasingly safurated with fechnology in delivering
senvices. When humans interact with systems alone, their ability o assess, accumulate and evalucte
frust in other humans through direct interpersonal communications is significantly impaired (Cofta &
Crane, 2003).
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Communications had a positive association with frust in the financial planning process. This research
has shown that clients value communication from their advisers much more than is perceived by
advisers. This result indicates that the communications survey responses from both financiol advisers
and clients, it is evident there is a lorge and significant disconnect in client and adviser values.

There is a growing divide between the need and cost for higher complexity and lower complexity
service. Resulfs are forecast fo suggest that there is a relationship between the practice of financial
plonning and the cost of acquiring those services. It was found through the research that financicl
planning in practice is positively associated with the cost of acquiring financial planning services.

The future of financial planning in Australia was always going to e a rocky path, as this research

has confirmed. This research has indicoted that fechnology is likely to have an increasing role fo
play in financial advice relationships going forward. The differences in what financial advisers” value
and what clients of financial planning services is only going fo get worse as supply constraints
increase and the demand for financial planning services in Australia, and around the world increase
exponentially over fime. These pressures, further worsened by an ageing finoncial adviser base and
raising professional standards increasing the barriers to entry will provide real supply constraints here
domestically and abroad, especially in the short ferm. Technology will need to come to the rescue to
ensure that Australicns continue to receive high quality, affordable and professional financial advice
in an increasingly complex decision-making environment,

This research has implications for policy makers, practice, and academia. The implication of this
research for policy makers is that there is going to be a new wave of fechnology in the financial
plonning profession that will command a completely new method of compliance, oversight and
monitoring. The implication of this research for practice is that the financial advice profession needs
fo keep up with fechnology and the everchanging consumer, where consumplion habifs of the
client of financial planning services now, and especially into the future will continue fo change.
The implication for academia is that now a foundational study has lbeen provided on the inferplay
between fechnology and communication on financial planning practice. This will allow future
researchers o build on this research and develop a body of knowledge on financial planning and
technology which will continue to confribute fo discussion in this space.

This research followed empirical research methodology and has several imitations. One of the
limitations is that convenience sampling was used, which impacts the representatfiveness of
unobservable fraits of the responders. This research indicates scope for future research to consider:
the impact of specific communication approaches with clients; client appetite fo complete
personality and preference surveys which would inform communication and advice; client appetite
for reduced model advice which focused on investment refurns..

This study sought fo address @ key issue in financial services ot the current time: the impact of
technology on the future of financial advice in Australia. In order to examine this fopic, this research
used empirical survey methodology fo design a survey which leveraged off previously validated
sunvey items. This research compared responses between clients and financial advisers to determine
the different value placed on components of the financial advice relationship. The key result from this
research was that there is @ growing disconnect between what financial advisers place value on,
and what the people they exist to serve value.
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This growing disconnect needs to be addressed as soon as practicolly possible before technology
makes this fask impossibly harder, The differences in what financial advisers value and what clients of
financial planning services is only going to gef worse as supply constraints increase and the demand
for financial planning services in Australia, and around the world increase exponentially over fime.
These pressures, further worsened by an ageing financial adviser base and raising professional
standards increasing the barriers fo entry will provide real supply constraints here domestically and
abroad, especially in the short ferm. It is crystal clear that technology will need fo come to the rescue
o ensure that Australians continue to receive high quality, affordable and professional financial
advice in an increasingly complex decision-making envionment, The implications of this research wil
range from policy makers, practice, and academia.

The current study has limitafions in regard fo the sample, the sample size, the design of the research,
survey design, and the scope of the research. Despite the survey being distriouted nationwide, we
cannot ascertain where the participants are from geographically as a result of research ethical
profocols to ensure the anonymily of respondents. Hence there may e a cluster of respondents
which bias the results, cnd which are unable o be seen through the demographic assessments.
Other unknown details about the sample such as net wealth, marital status, and other professional
relafionships may also have an undue influence on the results, which could be worsened by the
small sample size. Acdditionally, the scope of the research did not include a range of financial
planning components which may have been overlooked in the literature review, such as life
insurance, estate planning and fax. Therefore, although these limitations provide further scope

for future research, they highlight we must interpret results with caution in ferms of generalizability.
However, the limitations do provide further scope for future research.
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