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Financial Advisors Questioned by Retail
Investors on Inflation, Crypto, but not PFOF
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Investment in “wealthtech,” or digital solutions that facilitate wealth management processes, hit record levels in 2021.
Demand has been driven by a number of major acquisitions emblematic of what could be described as an industry
renaissance. Morgan Stanley bought Eaton Vance, including the Parametric business. Franklin Templeton acquired
0’Shaughnessy Asset Management, including its Canvas technology. And most recently, UBS bought robo-advisor
Wealthfront in hopes of attracting more Gen Z investors.

On the surface, these technology-first acquisitions, coupled with the pandemic-fueled DIY investing trend, suggest
the value of financial advisors (FAs) is waning. But we don’t see it that way and neither do the advisors themselves.
Coalition Greenwich research in Q4 2021 found that three-quarters of investors in the U.S. with $100,000 or more in
investible assets work with an FA, helping maintain the number of advisors in the U.S. steady at roughly 330,000. In fact,
the population-to-advisor ratio in the U.S. remains the world’s highest by far.

Don’t Get Emotional About Stock

Over two-thirds of the 669 financial advisors in our study expect that the DIY investing trend, which accelerated during
the COVID-19 lockdown of 2020, will either have no impact or, conversely, generate more demand for financial advice
over time. Although robo-advisory software and portfolio construction tools can suggest asset allocations, for those
who do not work full time in the financial markets, deciphering what the robots suggest can be complicated, scary and,
in some cases, emotionally draining. Hence the need for FAs.


https://www.greenwich.com/market-structure-technology/unique-markets-present-unique-opportunity-wealth-managers

How Growth in New Self-Directed Trading Accounts
Will Impact the FA Business

¥ 1t will generate more demand for financial advice over time

B 1t will limit the demand for more financial advice as investing
becomes more self-directed

It will have no direct impact on the demand for financial advice

Note: Based on 621 respondents.
Source: Coalition Greenwich 2022 Financial Advisor Technology Study

So Many Choices

Technology has made investing more accessible to more people than ever before, which is a good thing. But the breadth and
depth of investment choices available to individual investors have also created a market structure that is increasingly
complex. While we won’t debate whether the 60/40 portfolio is dead, we would contend that a portfolio consisting of only
large-cap equities and highly rated bonds has, in fact, died.

This idea is reflected in the views of the FAs participating in our study. Given that the study was conducted in January 2022, it
is not surprising that discussions with clients focused most frequently on inflation and U.S. tax policies. Running close
behind, nearly two-thirds of FAs discussed digital assets with their clients, while nearly half discussed ESG investments
and a third private company investments.

Inflation in 2022 is real, and with it comes a search for yield. Despite rising government bond yields, rates are still near

historic lows, and equity market volatility has most convinced that the stock market will not perform as favorably in 2022
as it has the past three years. These and similar factors are all driving appreciation of alternative investments.
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Topics FAs Discussed with Clients in the Past Year

Inflation expectations 87%
U.S. tax policies 82%
ETFs 80%
Cryptocurrencies and/or digital assets
ESG investments
Meme stocks
Investing in private companies
SEC/Other regulations
Direct indexing
Payment for order flow (PFOF)

Other

Note: Based on 600 respondents.
Source: Coalition Greenwich 2022 Financial Advisor Technology Study

What Regulations?

Interestingly, retail investors are not as concerned about SEC regulations and payment for order flow (PFOF), the practice
that allows commission-free trading, which is a very different narrative from the one in institutional markets. Considerable
debate continues in Washington and on Wall Street regarding the benefits that PFOF may or may not bring to retail investors.
But as we've said in numerous other reports, PFOF brings with it commission-free trading and, from the retail investor’s
perspective, they’'ve never had it better.

Institutional Technology

Speaking of institutional markets, FAs increasingly feel that their technology is putting them on a more level playing field
with institutional traders and investors. Twenty years ago, when calling a broker to place a trade and paying $50 commission
per order was common, Wall Street was already trading with algorithms and executing in milliseconds. Now almost three-
quarters of advisors feel their technology is keeping up—albeit barely, according to more than half of respondents.
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Has the Investing and Trading Technology You/Your Clients Use
Kept Up with Tech Used by Institutional Investors/Traders?

Yes, we have kept up
Yes, but barely 39%
No

Not at all

Note: Based on 625 respondents.
Source: Coalition Greenwich 2022 Financial Advisor Technology Study

As mentioned earlier, this shift is largely due to huge investments in the sector. Founders see an opportunity to democratize
market access, while venture capitalists see an opportunity to profit from the democratization. Ultimately, both FAs and
retail investors win, as technology firms compete with one another on innovation and for eyeballs, while FAs increasingly
compete based on their digital offerings as much as their track record.

Kevin McPartland is the Head of Research for Market Structure and Technology at the Firm.

METHODOLOGY

InJanuary 2022, Coalition Greenwich gathered responses from 669 financial advisors in the United States, with the majority
targeting high-net-worth and mass affluent clients. Topics included technology usage, client interactions and views on new
investment vehicles.
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Coalition Greenwich, a division of CRISIL, an S&P Global Company, is a leading global provider of strategic benchmarking, analytics
and insights to the financial services industry.

We specialize in providing unique, high-value and actionable information to help our clients improve their business performance.

Our suite of analytics and insights encompass all key performance metrics and drivers: market share, revenue performance, client
relationship share and quality, operational excellence, return on equity, behavioral drivers, and industry evolution.

About CRISIL

CRISIL is a leading, agile and innovative global analytics company driven by its mission of making markets function better. It is
majority owned by S&P Global Inc., a leading provider of transparent and independent ratings, benchmarks, analytics, and data
to the capital and commodity markets worldwide.

CRISILis India’s foremost provider of ratings, data, research, analytics, and solutions with a strong record of growth, culture of
innovation, and global footprint.

It has delivered independent opinions, actionable insights and efficient solutions to over 100,000 customers through businesses that
operate from India, the U.S., the U.K., Argentina, Poland, China, Hong Kong, and Singapore.

For more information, visit www.crisil.com

Disclaimer and Copyright

This Report may include statements, estimates and projections with respect to the anticipated future performance of certain companies
and as to the market for those companies’ products and services. No representation is made as to the accuracy of such statements,
assessments, estimates, and projections. Coalition Greenwich disclaims all warranties, expressed or implied, with respect to this
Report, including any warranties of merchantability or fitness for a particular purpose arising out of the use of all or any of this Report.
Coalition Greenwich accepts no liability whatsoever for any direct, indirect or consequential loss or damage of any kind arising out of
the use of all or any of this Report.

The Report contains commercial information only. It is not investment advice and should not be construed as one and has not been
prepared with a view to any party making any investment decision based on it. No part of the Report should be considered to be
advice as to the merits of any investment decision or any recommendation as to any investment action or decision. It is not investment
analysis or research and is not subject to regulatory or legal obligations on the production of, or content of, investment analysis or
research. This Report does not constitute nor form part of an offer or invitation to subscribe for, underwrite or purchase securities
in any company. Nor should this Report, or any part of it, form the basis to be relied upon in any way in connection with any contract
relating to any securities.

The data reported in this document may reflect the views reported to Coalition Greenwich by the research participants. Interviewees
may be asked about their use of and demand for financial products and services and about investment practices in relevant financial
markets. Coalition Greenwich compiles the data received, conducts statistical analysis and reviews for presentation purposes in order
to produce the final results. Unless otherwise indicated, any opinions or market observations made are strictly our own. No portion of
these materials may be copied, reproduced, distributed, or transmitted, electronically or otherwise, to external parties or publicly
without the permission of Coalition Greenwich. Coalition Greenwich is a part of CRISIL Ltd, an S&P Global company. ©2022 CRISIL Ltd.
All rights reserved.
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