
THE RISE (AND FALL) AND RISE 
OF AUTOMATED ADVICE 

Automated advice once promised to revolutionise a financial 
advice industry whose reputation had been tarnished by 
commission-based and product-led selling. The cure hasn’t 
proved worse than the disease, but more of an unwanted 
placebo.

More than a dozen Australian robo-advice firms launched in 
recent years but have attracted few clients. Most were forced 
to raise ongoing capital, shift strategy, or even close. Why? 

Financial advice is complex. Most people prefer to rely on 
an expert they can trust, who can distil their goals into a 
simple financial plan. Meanwhile, today’s automated advice 
businesses are still little more than simplistic asset-gathering 
platforms. 

Prospective investors fill in an online risk profile and an 
algorithm (and to even call it an ‘algorithm’ implies a level of 
sophistication that simply isn’t correct or representative) spits 
out a recommended portfolio built on low-cost exchange-
traded funds (ETFs). However, the advice is far from cheap at 
between 0.3 - 0.8% of assets, not including the underlying ETF 
(and other) charges. It has nothing to do with personal goals 
and ignores the value of strategic advice. 

However, automated advice technology – if not the original 
business model – is about to receive another shot in the arm. 

The Royal Commission into Financial Services Misconduct has 
prompted legislative change that is forcing many advisers 
to cull their ‘low value’ clients or to leave the advice industry 
altogether.

This is the place where advice technology – including semi-
automated advice – will play a key role for those savvy enough 
to cater to this under-served market.

REGULATION TO SPUR ADOPTION OF 
INNOVATIVE TECHNOLOGY
Advisers have been disappointed in the past with tech used 
to create scale (and profit) at the expense of clients and those 
planners providing them with advice. But the time is now ripe 
for innovation.

The expected impact of robo-advice and scaled advice on 
financial planning practices started high in 2017, dipped 
in 2018, before rebounding in 2019, according to the 2019 
Netwealth AdviceTech Report.
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WHICH OF THE FOLLOWING ADVICETECHS WILL
 HAVE THE GREATEST IMPACT ON FINANCIAL ADVICE 

PRACTICES IN THE NEXT 5 YEARS?

Artificial intelligence and machine learning
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Robo-advice and scaled advice share many similarities in their 
potential to allow planners to service ‘low value’ (read ‘low 
balance’) clients.

Close to one in four (22.9%) advice firms already use scaled 
advice tools compared to 13.1% in 2018. Close to half (47.3%) 
plan to use scaled advice tools in the next two years compared 
to 22.3% in 2018.

Popular software providers include Xplan Prime (28.6%) and 
Midwinter AdviceOS (19.5%) but the fact that many advisers 
are using in-house solutions (16.9%) suggest no one has yet 
nailed the solution. 

It doesn’t need to be complex. 

Some advisers are already using a semi-serviced model 
where clients fill in an online risk profile and questionnaire. 
The adviser then calls the client to fill in any gaps and further 
personalise the advice. A fixed fee can cover the cost of advice 
and an outsourced paraplanner who writes up the plan.

It may not be seamless, but it is far superior to today’s robo-
advice firms that often target younger investors, who receive 
no advice about the tax advantages of super or the significant 
benefits of learning how to better manage their cashflow or 
invest their money both inside and outside of super to be 
aligned with their goals – not to mention the pitfalls of a poor 
or non-existent insurance policy!

MORE SCALED ADVICE COMPETITION 
FROM SUPER FUNDS?
The impact of technology is said to be over-estimated in the 
short term but under-estimated in the long-term. Advisers 
aren’t the only ones finding new ways to service uneconomic 
clients squeezed out of the system by rising regulatory costs. 

A rising number of super funds, increasingly spurred on by 
APRA’s new Member Outcomes legislation, will eventually 
roll out automated advice on a wider scale. 

The Productivity Commission’s recent report into super 

competition and efficiency encouraged the industry to better 
harness data and technology to provide traditional and digital 
advice.

“To accelerate progress, the government should roll out 
the new Consumer Data Right to super, and automatically 
accredit super funds to be eligible to receive information 
that banks hold on members (with their consent),” the 
Commission said.

An industry survey found responding super funds spent 
about $154 million each year – or just 0.02% of total assets – 
on different types of advice and tools to help members plan 
for retirement. However, the majority was allocated to general 
and super advice, with the least amount allocated to planning 
tools.

So far, many super funds’ forays into advice have proven 
lacklustre. ASX-listed automated advice firm Decimal, whose 
clients included Mercer Australia, QSuper, Statewide Super, 
and Energy Super, burnt through millions of dollars before 
being acquired in 2018.

Through the Royal Commission, QSuper disclosed two online 
advice algorithm errors which produced personal advice that 
was not fit for purpose under RG175. Sixty members were 
potentially impacted with seven members implementing 
a change to their super contributions based on the advice, 
with an average impact of $1000 per member. They were 
offered corrective advice at no cost and compensation where 
applicable.

Nonetheless, it makes sense that both funds and advisers 
start making advice more broadly available. When Paul 
Keating introduced the Superannuation Guarantee in 1992, 
placing the ultimate responsibility for retirement on everyday 
Australians, he failed to give them the tools to actually be able 
to make good long-term decisions about that superannuation.

High quality advice is sorely needed and technology is finally 
ready to play a key role, making retirement planning easier for 
more Australians.
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