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INTRODUCTION

The UK wealth management industry has finally entered a more mature phase of digital

transformation. With the advent of digital service offerings and client-facing
technologies - which improve everything from providing advice to onboarding
prospective clients - firms have been able to adopt more cost-efficient business models.

The reason for this can be traced back to the pandemic, which accelerated the need for
digital transformation and forced firms to identify their technological shortcomings.
However, as their investments mature, rising costs-to-borrow due to geopolitical
uncertainty and high inflation rates threaten progress.

Furthermore, wealth managers are continuing to see new competitors backed by private
equity firms and fintech companies entering the market. Whilst the firms with access to
private capital are able to invest into the latest available tech on the market, the fintech
firms already have their own native technology. This puts them on a strong footing to
attract some of the top advisers in the market.

As a result, traditional wealth managers are finding themselves falling behind the
competition. Considering these challenges, wealth management firms need to ensure
their digital offerings do not stagnate and continue to meet the needs of current and
potential clients.

Strong investment in operational and technological efficiency will assist revenue growth
for existing clients, promising a swift return on investment. Beyond this, potential
investors will take the quality of digital services into account when researching new
firms, which represent a key competitive advantage for many firms.
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Developing in-house technology initiatives is not the only solution, however. Numerous
mergers & acquisitions have taken place within the wealth management industry and
industry consolidation is on the rise. Smaller firms could take advantage of this by
gaining access to digital services technologies that improve their client services
offerings.

Compeer, in partnership with Unblu, have analysed key opportunities and challenges
within the wealth management industry to grasp a better understanding of how the
market is reacting to the digital shift. Key areas of focus throughout the research were
technologies which are desired by the firms, focus on the next generation &
intergenerational wealth, investor habits as well as the market expectations of what a
wealth manager is.

This report contains the findings of a series of research interviews held with Chief
Technology Officers, Chief Operating Officers and Heads of Digital/IT who are
responsible for the key decisions concerning digital transformation at UK wealth
management firms.

il <A A
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The research was conducted with wealth and asset management firms, with firm sizes
ranging from £2bn to in excess of £50bn. Having a wide range of players involved in the
research allows us to extract information from different ends of the wealth management
industry, giving us viewpoints across the board.

Total AUM: Actual & Forecast
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Figure 1 - Source: Data from Compeer's Annual Benchmarking Survey and
Interviews (Excludes data from global asset manager interviewed)

The sample group is on track to grow rapidly within the next decade. This is in line with
overarching wealth management industry trends, which is predicted to reach almost £2
trillion of AUM before 2030. Having seen a growth of 30% in the previous 5 years, the group
is forecasted to see a similar growth of 29% in the next 5 years.

There was a slight slow down in the growth of the industry in the previous years due to the
uncertain economic activities and a large downturn in the markets. Just as the industry was
recovering from the pandemic, the slow down in 2022 led firms to revisit their priorities list.
Even though wealth managers saw record levels of profits during and after Covid,
subsequent geopolitical conflicts and rising interest rates have not been kind to them.
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Wealth managers provide advice to their clients but
there are additional services which are also provided by
them, the sample group provide the following services:

Investment Management

Modelled/Managed Portfolio Services

Financial Planning

Pensions

Lending & Protection

Intergenerational Wealth Transitions

EEEEHNDN

Given the wide range of services provided by the firms,
they all agreed on the point that technology will help them
create value in one way or another.
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Trend of M&A continues as majority of the firms are looking to increase their AUM levels through
M&A. A substantial proportion are looking to double their AUM within the next 5 years which they
believe is achievable through acquisitions.

The majority of the firms are trying to streamline digital offerings by integrating their existing
platforms and services. Currently, the firms have multiple platforms, which may be a hindrance in a bid
to become operationally efficient.

Firms would jump at the idea of becoming a differentiator within the industry rather than keeping up
with the competition. However, they feel their current set up is adequate enough to be steady for their
current offerings before making any large investments into their digital strategy.

For the next five years, the majority of firms have expressed doubts over their current offering and
digital setups being able to meet the client expectations and provide adequate support. This perception
arises from the evolving market landscape, rapidly advancing technologies, and the shift in customer
preferences. As a result, if they have some of the basics already in-house, they are looking to build upon
it.

Client habits have changed but not where you would expect it. Traditional clients are moving towards
digital as they claim to have more free time to learn the basics of the digital platforms. A lot of the new
clients still desire the face-to-face meetings but in a hybrid manner with integration of digital channels.

Some wealth managers see the benefits of the digital changes from both the client side and adviser
side. However, it is viewed that the senior team members, such as CEOs, have experience of operating
in a certain way and do not wish to change much.

The pandemic has created a realisation amongst the firms that they do not meet the requirements and
expectations of many clients. In one way it has helped the firms create a roadmap to make the
necessary changes, on the other hand it has delayed any changes due to uncertainties in the market.
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By observing Compeer’s benchmarking data, we can observe the trends of IT expenditure in
the industry.

To start off we can look at the total level of IT spend across the industry for the previous 5
years. Here, total I'T costs represents the combination of IT staff costs, information services
costs such as Bloomberg costs, I'T non-staff costs such as systems and hardware and any
outsourced costs or group transfer charges relating to I'T services.

Total IT Costs
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Figure 2 - Source: Compeer Annual Benchmarking Survey

Figure 2 clearly illustrates Total IT Costs are rising and have risen sharply after 2018. This
was expected due to the pandemic forcing majority or the industry to work from home. Many
of the firms realised they did not have the sufficient technology in place to meet many clients’
needs and expectations. Hence the reason for video calling platforms becoming popular and
are still used post-pandemic.

The pandemic also saw changes in customer preferences with there being a focus on
transparent fees. This resulted with firms upgrading or attempting to upgrade their online
platforms which are aimed towards the clients. This would allow the firms to meet the needs
of the clients and therefore it became justifiable to why there needed to be an increase in IT
Costs.
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IMITED

The return on the investments made into the technology could outweigh the burden of the
legacy platforms currently in place. This further attracts the firms to make the necessary
investments which would in return excel their inhouse operations. IT Cost as % of revenue has
increased from 12.6% in 2017 to 13.6% in 2022. This is an indication that firms are finding
value in their investments, so they continue to reinvest larger portions of their revenue on
technology.

To further illustrate the effect of increased IT expenditure, it is best to look at the ratios of IT
Cost per staff member and IT Costs as % of Revenue using data from 2022.

Total Investment Assets IT Costs as % of Revenue IT Cost per Staff Member

Less than £2.5bn 13.68 £26,046
£2.5bn-£5bn 12.96 £31,709
£5bn-£10bn 11.93 £20,418
£10bn - £20bn 12.88 £25,437

More than £20bn 13.63 £28,985

Figure 3 - Source: Compeer Annual Benchmarking Survey

It would be expected to see IT Costs as % of revenue higher in the larger firms and there is
some evidence to this in the table above. What is surprising on the other hand is that the
smallest firms in the industry match the percentage of the larger firms. This trend is also seen
when observing the IT Cost per staff member.

Larger sized firms have the greater budgets and resources which allows them to have access
to the latest client-facing technology. As a result, these firms are capable of making the first
move in the market as they are able to afford taking the risk. Suppliers also view the larger
firms as targets to sell their platforms to which makes them the first in the market to use such
technology and potentially put them ahead of the competition.

Smaller firms can be affected by this as this was the case in the past. They used to wait for the
technology to become mature in the market and has been tested with the relevant firms.
Once it becomes cost-effective, the smaller firms would invest into it. Therefore, the smaller
firms would suffer from time-lag when accessing this technology.

However, since the pandemic, this has not been the case as figure 3 suggests the smaller firms
are behaving in the same manner as the larger firms. This could be a reaction to the fear of
falling further behind the market. Falling behind the competition could lead to a loss of
potential clients and difficulties in client retention. Firms in between are able to afford not to
risk investing in such technologies exceedingly early on as they are already established
enough to follow the market leaders and also to not fall behind the smaller firms.
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LIMITED

Firms are also hesitant to invest into the right technology as they do not know the exact value
it brings to them. Furthermore, firms do not know the optimal level of investments that needs
to be made. On average across the industry, firms spent 13% of their total revenue on IT.
However, this ranged from as low as 3% to as high as 62%. This supports the notion of firms
not knowing what the actual cost of I'T should be when attempting to become productive.
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Figure 4 - Source: Compeer Annual Benchmarking Survey

By observing the above chart, there is a clear correlation between the amount of expenditure
on IT per Front Office Professional (FOP) and their capacity for managing more client assets.
The chart indicates that there is a positive correlation between the two variables suggesting
when a firm is to spend more on IT per FOP, the amount of managed assets per FOP also
increases. This supports the hypothesis that sufficient investments in IT infrastructure will
improve front office productivity. In return, FOP staff would be able to build their asset base
and therefore generate more revenue on an ongoing basis.

The increasing importance of technology in wealth has left many firms unsure about how
much to allocate for IT budgets and how to optimise their IT investments. Although other
industries have showcased the benefits of technology, wealth management firms are still in
the process of discovering the most effective approaches that cater to their specific needs
and those of their clients.

To address the challenges in IT spend and budgeting, a potential solution could involve a
substantial shift in approach. This could entail dividing the budget into separate sections for
front and back-office systems, while also distinguishing between investments that enhance
current business processes and those that drive future innovation and growth. This strategy
allows for a more targeted allocation of resources, enabling wealth management firms to
balance efficiency improvements with the exploration of modern technologies that foster
innovation and drive business expansion.
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5.1 Current State of Digital

To start off, we began discussing with the interviewees about their current capabilities, what
they have accomplished so far exploiting digital tools and processes, and what they are hoping
to achieve in the coming years.

Undoubtedly, all the firms are showing signs of recognising the scale and importance of the
digital challenge ahead. This being said, only some are actually in the process of a major
transformation, all of them are not where they would like to be.

The firms we had spoken to do not believe their current service offerings are up to scratch
with the expectations of their clients. This tells us they are not only unhappy with what they
are offering at the moment, they are also aware of the changes occurring in the market which
they need to meet to ensure they have a competitive edge.

The market is also seeing new potential clients entering the market which would need a
wealth manager. These generations of clients are more used to the idea of having technology
around them in their everyday life. This could indicate that the clients who are not content
with the digital offering of a wealth manager, would seek to look for services elsewhere.

With there being an increase in consolidation in the market and fintech firms entering the
wealth management industry, they are able to offer more personalised ways to manage their
clients' assets.

Firms realise that having a streamlined and efficient digital offering will give the investors a
really good impression and in the market, the firms would be recognised amongst the
competition. It also brings operational benefits internally and the main one being the
onboarding of prospective clients.
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With the firms admitting they do not have the adequate technology in place to be streamlined,
this can be observed through the firms' onboarding processes. Many of the firms still do a lot
of their onboarding through the use of paper with a few making the transition to online
onboarding. Yet, the ones who have made the transition still fall short when they compare
themselves to the likes of the challenger banks, who have onboarding process which take a
matter of minutes.

For some firms it is understandable as to why they have not prioritised faster onboarding
processes. They believe there are other day-to-day services which would have a larger impact
on client engagement and retention. This trickles down to the multiple underlying systems
which firms have adopted over the years causing difficulty when creating change and
modernisation.

This point also arises when we look at the age of the senior advisers within the firms. Many
like to keep their old traditions and the way they interact with their clients. It was then agreed
amongst the participating firms that young advisers would be more tech-oriented than the
senior advisers, but they also have truly little influence within the firms to make these
changes.

The current dilemma for wealth management firms revolves around deciding whether to
invest in high-tech solutions or high-touch advisory services. Firms that have already
allocated investments to both areas are now faced with the challenge of finding a balance
between the two.

“Wealth tech is fast evolving.”
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5.2 Who Owns "Digital?"

Given how behind the wealth management industry is in terms of technology, we found no
consistent job title for management of digital strategy and execution, nor any consistent
approach. This does come as a surprise due to the size of the firms participating.

A point to note out was that none of the firms involved had a Head of IT, or any IT
management individuals for that matter, leading the digital projects.

The reason for this being the case was downto The most directly stated job title we
the firms themselves taking on a multi- encountered was ‘Chief Operating Officer!
stakeholder approach. This was set in place to A selection of other management roles
help setting up digital strategy and managing which are directly involved in digital
new initiatives for supervising ongoing strategy include:

operations. These stakeholders include:

>» Chief Technology Officer >» Partner

>» Senior Executives, Board Members >» Head of Commercial Strategy
>» Headof IT > Head of Client & Proposition
>» Chief Operating Officer >» Director of Technology

>» Marketing > Chief of Staff

>» Head of Front Office and Front Office Staff >» Managing Director

>» Product Owners >» Head of Offer Development
>» Platform Committee

>» Technology Director

The firms interviewed did not mention involvement of the CFO or senior financial
management in the strategy and management of digital initiatives. While it is possible their
involvement, this presents an opportunity to emphasise the cost efficiency, growth, and
scalability benefits of digital initiatives. Additionally, due to the varying ownerships of digital
services, competing priorities, and numerous stakeholders, it is essential for leadership to
focus on the quality of managing and maintaining the development of digital services after
their launches.
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5.3 Meeting Client Expectations

Accurately evaluating their current digital competences will enable wealth managers to tailor
their development strategy. Therefore, to assess firms’ opinions on their own digital services,

we asked interviewees to discuss their strengths and weaknesses in meeting their clients’
expectations.

STRENGHTS

1. Bespoke Workflows

The senior advisers are able to have a close personal relationship with their clients due to the
many years they have been working together. This allows the firm to provide some levels of
personalisation with the bespoke workflows for each client. Pre-Covid, this was the way forward
and for many firms this is the optimal way of having higher levels of client retention.

2. Client Surveys

Firms which have made the necessary changes have seen a greater amount of revenue being
generated. This is achievable by meeting the client expectations and needs. Changes usually are
done to ensure the business remains competitive which is done so by keeping up with the clients'
preferences changing. Participating firms have mentioned how surveys have helped them shape
their business in a way which benefits all stakeholders including clients. Some of the firms
mentioned how they are utilising surveys enough to see an effect as they are conducted one
every 2 years, or they are not asking the right questions. Firms acknowledge the importance of
the surveys as they will be able to identify what areas of their business model need improvement.
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Firms were quick to mention how they have multiple service providers and platforms
making their operations very ‘messy, thus creating a tedious work environment for their
front office staff resulting with lower levels of productivity. Having the platforms uniformed
into one single touch point would improve the efficiency of the productivity, from both the
advisory and client side. The streamlined platforms would encourage larger amounts of
engagement from the clients, therefore increasing client satisfaction.

There is still a proportion of the UK population who do not own a smartphone, but this
number is slowly falling. Having a mobile application is considered a ‘must-have’ by many
clients when they are in the market for new wealth managers. Clients believe it gives them
the ease of access to view their portfolios at any given time. Firms view this as an
opportunity in the market to attract clients.

A minority of the firms are hesitant when going through a digital transformation. Given the
age demographic of the client base is between the ages of 55 to 70, the question arises that
how many of these existing clients actually are in use of technology. The prospective clients
which would potentially use the new technology would be the likes of Gen-X and Millennials.
However, firms are finding it difficult to find these clients. A way some firms are tackling this
challenge is by staying connected with the children of their current clients.
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5.4 Role of Digital

The process of improving digital services will take time and ongoing investments into technology
and digital service management. To maximise their effectiveness, firms will have to work out the
optimal way to allocate their resources and measure success. We discussed four key areas in which
digital plays a significant role, to understand what is seen as the most effective application for digital
to improve their client experience.

*Participants were told to rate the four key areas out of 5

Client On-Boarding: 4.8

Technology innovation is highly desirable for companies seeking greater automation. However,
due to regulatory considerations, budget constraints and technological limitations, only a limited
number of firms can currently provide clients with a comprehensive end-to-end digital
onboarding experience. The ability to offer a seamless fully digital onboarding process would
significantly enhance their ability to attract and make a lasting impression on new clients.

Client Reporting: 3.9

The consensus among the participating firms is that the industry’s client reporting falls short of
meeting high standards, due to the cumbersome process involving numerous paper forms and
extended completion times. Therefore, there is a pressing need to prioritise the digitalisation of
these procedures to enhance efficiency, and reduce paper usage, while also ensuring secure
delivery of vital information to clients. As a result, there is a strong demand for a centrally
operated process that minimises human interaction in less value-adding activities.

Client Engagement: 3.5

The Covid-19 pandemic accelerated the need for firms to adopt video conferencing with their
clients and internal staff due to the conditions of working from home. To continue this stream of
communication with their clients, the use of this technology will continue into the future. With
firms making investments into further client facing technology, it is expected for them to
integrate and embed these features into their online platforms.

Self-Service: Sl

Self-service features are mainly desired by the clients of the wealth managers. The participating
firms expressed that from their point of view, they would rather focus on their other priorities
such as onboarding and reporting first. As a lot of firms have their services as discretionary, the
self-service aspect in some ways falls into a separate bracket away from traditional wealth
management. With this being said, firms are not ruling out the potential self-service features have
and how they could transform the industry.
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Firms which are able to adapt to the changing expectations of their clients, market and the
industry will always remain competitive. Uncertainties in the markets are causing investors to
become more cautious when selecting their desired funds and investment strategies. Their
methods of viewing the funds and ETFs are also changing with clients taking a more digital
approach.

Investors are focusing more on risk management along with transparency when it comes to
the fees charges for the funds. Due to these demands by the clients, there is an increased
need for more extensive detail on the portals of firms and platformes.

Senior members of the firms believe self-servicing goes against one of the main selling points
of wealth management, which being ‘discretionary services. Although the benefits of having
self-service features are visible as well as the dependence on paper reduces, the
contradiction of having such features with traditional wealth management is too high for
some firms. Firms placed a large emphasis on the fact that the human touch point should still
remain in place as clients prefer talking to people rather than Al or bots.

6.1 Changes in Investor Habits

Firms were asked how they are aware of the behaviour of their clients; the most common
response was that firms tracked their clients through their websites. This came in the form of
business KPIs and number of clicks on certain parts of the website & portal. The firms which
have fallen behind the competition have claimed they are making the necessary changes to
their portals to have such tracking features. However, at the moment, that are focusing on
market intelligence to gather their data.

30%

30%

Yes B No Maybe

Figure 5: Do you believe your current digital offering is strong enough to
support your clients' expectations for the next five years?
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“We collect data on everything based around output.”

The mixed responses indicated the firms within the industry are at different ends of the
spectrum when meeting the clients’ expectations. Firms which answered ‘maybe’ claimed they
were 1-2 years away from having the basic necessities to develop platforms which meet client
expectations.

Firms which answered ‘no’ had given multiple reasons as to why they will not be able to meet
the expectations. Budget constraints and lack of available technology were hindering firms
from excelling in the market to meeting the client expectations.

Over the past decade, rapid technological advancement has transformed the way investors
manage their capital. In the past, face-to-face meetings and paper reports were prevalent, but
now technology has transformed the industry. Investors now have greater access to
information and are more aware of the market movements, which can usually come from
third-party sources such as mobile applications and daily reports. This awareness of the
market from the client side leads to more communication with their advisers, especially in
response to short-term market fluctuations.

Clients now expect more frequent reporting and near-real-time valuations through portals or
mobile apps. Self-service options through these portals and apps have become mainstream,
reducing the reliance on traditional paper reporting.

Modern communication tools like secure messaging apps and video conferencing have made
it easier for the clients and advisers to stay in touch regularly. Some firms are even adopting
live chat and chatbots to offer personalised and user-friendly experiences to clients at any
time. As the industry moves towards digital formats, the amount of paperwork has
surprisingly increased whereas hard copy reporting has fallen. This shift not only enables
secure and instant document sharing but also aligns with the growing demand for
environmentally friendly practices as ESG has become popular amongst firms and investors.

To remain competitive, investment firms must adapt to the changing demands of younger,
tech-oriented investors. Failing to do so could result in missing out on potential clients and
opportunities.
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6.2 The Future of Client Expectations

The pandemic has accelerated the digital transformation
strategy for many firms. This is resulting with a larger number
of firms adopting larger amounts of technology. However,
firms have varying opinions on the rate of this change. Some
embrace becoming digital leaders, while others are more
cautious. Concerns arise regarding accessibility for clients
without email addresses and appropriateness for elderly
clients. There is also a debate whether focusing on the
attitudes of the 'new generation' clients is enough.

The life expectancy in the UK and globally is increasing
meaning the current demographic is living longer. While firms
are aware of the digital shift, they are still trying to focus on
the current clients to ensure their client service satisfaction.

In previous vyears, having a digital platform in wealth
management was not considered essential, but rather a way
to distinguish which firms were making the right investments.
However, with significant advancements in technology, firms
now recognise the benefits of having these platforms in place.
Clients now expect wealth managers to offer digital
capabilities, and it is no longer seen as a significant
differentiator. Instead, clients are more interested in the
features and services platforms can provide, which can set
one firm apart from another.

Mobile applications, upgraded platforms and secure
messaging services will set firms apart from one another
when attracting new clients. One firm mentioned how having
all the digital services available for their clients is perfectly
fine but what builds the wealth management industry is the
personal relationships between the clients and advisers.
Some of the interviewed firms admit this may be difficult as
the relationship has not been built with the new clients who
are more tech-savvy, they are prioritising the children of their
current clients as there is already an established relationship
in place.

Further adoption of these services offer clients convenient
access to their portfolios and investment management teams.
These digital platforms aim to enhance the client experience
by improving speed, efficiency, ease of wuse, and
documentation - making interactions smoother and user-
friendly.
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7.1 Opportunities & Challenges for Digital Offerings

Firms acknowledge the value the digital shift will have on their profit margins eventually, as it
supports growth in client and asset inflows. At the same time, firms are also aware that not all the
technology available in the market would be appropriate for their use. The role of client feedback
becomes ever so important.

To grasp a better understanding of how firms view the possibility of adopting or upgrading their
current services, we asked them to share any opportunities or weaknesses they may have:

Easily Accessible & Driving Scalability:

Adopting innovative technology and incorporating it within the current business model requires
easily accessible solutions from both the client and adviser side. Integrating the new digital
offerings seamlessly with their current platforms and services can be on the route of driving
scalability. Having user-friendly technology, which can be personalised and tailored towards the
clients, can encourage business growth. Additionally, advanced data insights, cloud-based
solutions, and a focus on security & compliance are crucial for successful technology integration
and sustainable business growth.

Automation:

Automation is the key to modernising the industry and moving beyond outdated legacy systems.
By removing manual-intensive processes, it significantly enhances productivity and allows staff to
focus more on managing client relationships. Wealth managers are particularly interested in
automating the onboarding process to simplify it for the firm and create a positive first
impression with clients. As a result, this would lead to future costs reducing with efficiency
Improving.

Intergenerational Wealth Transfer:

The impending intergenerational wealth transfer, worth trillions of pounds, presents a lucrative
opportunity for the wealth managers. By reaching out to the new generation of potential clients
before and during the transfer occurs, wealth managers can build long-term relationships. They
can further provide comprehensive financial planning services, embrace technology, and gain a
competitive advantage. This proactive approach positions firms to capture new revenue streams
and establish themselves as trusted advisers in a highly competitive market. With referrals being
made between clients, there is potential for the client base to also increase.
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Data:

All the firms agreed that there can never be enough data collected from their clients. Although all
the available data is in the market and accessible by everyone equally, it is down to the firm on
how they are to extract this data and how it can be manipulated to be utilised effectively. The data
allows firms to tailor products and solutions to the behaviour of their clients which gives the
wealth managers a competitive edge in the industry. With the correct technology in place, the
value of the data available extracted to the fullest.

MG&A gives the firms the opportunity to expand in the operations. This can come in the form of
additional funding for resources to improve economies of scale or additional front- and back-
office staff for support. The challenge arises when private equity and fintech firms enter the
market; PE firms provide the additional funds and fintech firms provide the technology.
Traditional and existing wealth managers are finding it difficult to compete with them as they lack
the funding needed to keep up. It is noticeable that a lot of consolidation occurred during and just
after the pandemic. Firms which Compeer work with have discussed how they are looking
towards inorganic growth over the next five plus years to ensure they remain competitive in the
industry. Challenger banks have shown how fast an onboarding process can take, which raises the
question as to why wealth managers cannot replicate this as they have been in financial services
for decades.

Wealth managers with lower AUM are experiencing change fatigue due to rapid technological
advancements. Limited capital inhibits their ability to invest in new tools. Deciding which
technologies to prioritise is challenging and combining this with the internal resistance from
some front-office staff; this further complicates the process of adopting the new client facing
technology. Further challenges arise once the platforms are built. Upgrading and maintaining
them can become costly and requires the right staff to do so and some firms see this as a
hinderance to stay up to date. Once the wealth managers are able to overcome these challenges,
they would be able to meet the evolving expectations of the clients allowing them to remain
competitive.

Given the age of the current demographic, some have concerns that the less technologically
savvy clients would not be keen to adopt the new approach and digital services - albeit a reducing
sample with most people of all ages actively embracing technology.
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LIMITED

/.2 Differentiator or Parity

The wealth management industry has grown immensely over the years, but it never caught up
on the digital side, up until a few years ago. With the adoption of technology, firms with low
and high levels of AUM are deciding to whether to become differentiators in the market or
gain some levels of parity with the market leaders.

As markets recover, it will be noticeable which firms have done the necessary research and
development to remain in the industry without collapsing. From the interviewed firms, all
have either started to make the necessary additions to their business model or are at a point
which they can be satisfied with meeting the expectations of their clients. We therefore asked
the firms on what they are aiming to achieve from the digital offerings.

Differentiator Parity

“Want to be the best in financial services rather than
Wealth Management."

From previous years, the industry is edging to a close split between firms being
differentiators or gaining parity. Firms which are choosing to become differentiators tended
to be some of the larger players in wealth management. They see themselves already
competing at the highest level where the differences in digital offerings have reached their
limits. They also have a loyal set of clients, meaning it would take a lot for those clients to be
swayed towards a competing firm.

By becoming a differentiator, new clients who could be entering the market would be the
targets. They would need to show how their digital offerings are able to create better value
for their investments which is second to none in the market.
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The firms which are looking towards achieving parity are the
firms with lower AUM levels. They are playing catch up to the
industry as they did not have the capital to invest heavily at
earlier stages. The larger firms which want to also achieve
parity explained how they would rather someone else make
the necessary first step in digital. This includes the initial
investing into a certain platform, innovating new strategy,
and testing new communication methods.

Firms believe by chasing after parity, they would save capital
and have investments made into the right technology. Before
becoming differentiators, the wealth managers believe
getting the basics right first is more important. On their
journey to achieve parity, services such as onboarding and
reporting can become efficient. Once these levels have been
achieved, then they can start to think about becoming
differentiators.

All the firms did agree on that the digital offerings should not
be used as the differentiator between firms, but instead
assist the business model in a way which provides value for
money. With new regulations being introduced, consumer
duty, digital offerings will provide more transparency to the
clients, and it return generate trust in the industry.
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" Limited phase is a catch
up to the market. Once all
the platforms are built

properly, could become a
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7.3 Utilising Technology to meet Business Objectives

The dream scenario for the wealth managers would be to enhance their digital services
comprehensively to offer a seamless and personalised client experience. This would be possible if
limited resources was not an issue. For this reason alone, firms must ensure the transformation into

the digital era would need to occur incrementally.

The possibilities of digital technology are vast and offer numerous potential benefits. To gain
insights into its potential impact on client engagement, we asked firms to categorise the uses of
digital into key business objectives.

*Participants were told to rate the four key areas out of 5

Providing existing services in a more cost-effective or scalable way: 43

By leveraging digital tools and automation, wealth managers are able to optimise their business
models and deliver services more efficiently. Costs can be reduced while increasing the
opportunity for scalability of existing services, making them more accessible to a larger client
base.

Retaining existing customers: 3.6

Through digital channels, firms are aiming to enhance their customer satisfaction and
engagement levels, leading to higher client retention rates. Personalisation and streamlined
digital interactions can foster stronger client relationships encouraging existing customers to
stay loyal to the firm.

Acquiring new customers: 3.6

Improved digital offerings provide the firms opportunities to open new avenues for attracting
prospective clients. By offering innovative and user-friendly experiences, firms could attract and
appeal to a wider audience, expanding their customer base.

Developing existing customers: 3.3

Digital platforms provide opportunities for ongoing communication and engagement with
existing clients. Through personalised content, firms can develop and deepen their relationships
with their clients. In return, the clients would be willing to explore additional services the firm
provides.
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7.4 What is holding back the industry?

A statement which the whole industry can agree on is that wealth management is not where it
should be in terms of digital. Other financial sectors have shown the benefits which digital can bring
so we asked the firms why they have struggled to implement the latest technology. The most
common points were as followed:

1. Budget Constraints

The industry has been witnessing rapid advancements in modern technology that offer benefits
in terms of efficiency and client engagement. However, the wealth managers find themselves
constrained by limited capital which is preventing them from making substantial investments in
client-facing technology. This becomes a significant obstacle for them to keep pace with the
evolving market and the growing costs associated with adopting new technologies.

2. Legacy Platforms

Legacy platforms have been a significant obstacle for firms looking to evolve digitally. The
removal and upgrading costs are too high which make it challenging to integrate modern
solutions seamlessly. As a result, firm may face inefficiency and missed opportunities, hindering
their ability to stay competitive in the ever-changing digital landscape.

3. Lack of Skillset & Knowledge

Firms have claimed that by observing their staff, they are encountering two issues: a lack of
internal staff with the skills to learn and utilise the new technology effectively, and a limited
understanding of the available technology options in the market. The absence of qualified
personnel and knowledge gaps are hindering firms from fully embracing technological
advancements to enhance their operations and stay competitive. To tackle this, firms are looking
to hire young graduates and start internal training programmes solely based on the new
platforms.

An essential aspect of software quality is the judgment of end users based on its usefulness.
However, clients may evaluate the new system differently from what industry professionals had
anticipated. For example, a firm might have assumed that clients would highly value detailed
fundamental analysis and comprehensive portfolio breakdown in their reports. Whereas, in
reality, clients might place a greater importance on how their portfolio aligns with their personal
financial goals. Such mismatches in expectations highlight the importance of understanding
clients’ needs and preferences to design technology that truly caters to their requirements.

Issues during the implementation phase also hinder firms from further investing in technology. If
a new system does not integrate well with the existing tech or proves challenging for staff to use,
it becomes effectively useless, regardless of its intended functionality. In this context, the
perspective of a single stakeholder, such as an IT manager, may not discover the broader
utilisation and integration aspects critical for the successful deployment of new technology.
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