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Introduction
The Digital Wealth Market In The UK And Europe

A

s we emerge from a global recession triggered by Covid-19, our attitude to
the future has changed dramatically.
Inspired with a new confidence, people are saving more, investing in riskier
assets and willing to speculate with their wealth in ways that, just 12 months
ago, would have been almost unthinkable.
It’s evident in this new world—that we will explore in AltFi’s second Digital
Wealth State of the Market Report—that a more ambitious attitude is playing into
the hands of the digital wealth industry.
The rise of ethical investing, cryptocurrencies and more affordable stock
trading, along with adoption of low-cost index funds and ETFs, are reaching
mainstream popularity and converting millions of people to explore digital
wealth for the first time. Digital wealth being the shorthand we use for the wave
of automation and digitisation in wealth management.
For this 2021 report, we’ve also examined the world of Asian digital wealth
management and how platforms like LiCaiTong and Lufax are racking up millions
of users, vastly outpacing the growth of their American rivals.
Speaking of, this year we’re joined by Sarah Levy, the recently-appointed
CEO of Betterment, who’s leading the robo-wealth movement in the US while
championing a more diverse digital wealth management sector.
You’ll also hear from senior executives at leading wealth management
platforms and fintechs in London, New York, Germany, Singapore and Hong Kong.
Finally, many thanks must also go to our sponsors Wealth Dynamix, who
supported us in creating this report from its inception and returning sponsor
Seccl for their support.
And thanks also to our data partner Opinium, whose brilliant work surveying
thousands of people in the UK on their digital wealth habits has unlocked a
treasure trove of insights for the second year running on the UK’s changing
financial habits.
We hope you enjoy.

Oliver Smith

Managing Editor, AltFi
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Section 1: AltFi Investment Survey 2021

State Of The
Nation’s Finances
As our personal finances race back to normal and we become evermore confident, our awareness of digital wealth options and demand
for ethical alternatives also grows.

Source: Erik Hansman on Unsplash

E

conomic recovery is not
straightforward—it’s often a messy
and complex process, full of highs and
lows.
Take the global financial crisis.
Although the UK’s recession post-Crisis
lasted just five quarters (our Covid-19
recession lasted for six) and the stock
market bounced back to pre-financial
crisis levels within six years, the lasting
economic impact was still felt almost
a decade on. People’s average weekly
regular earnings only surpassed their
pre-crisis peak (adjusted for inflation)
of £511.30 during the final quarter of
2019—12 years later.
Covid’s lasting impact on the economy
and our finances is set to be a similarly
messy and drawn-out affair, with many
questions still unanswered. How long
will the behavioural changes of the
past 18 months last? Will the legacy of

Covid on our investing habits be one
of caution, or confidence? When will
people’s finances return to their preCovid norms, or will they ever? And if
not, what is the right direction for the
digital wealth management industry?
To answer these questions and more,
AltFi teamed up for a second year
running with award-winning strategic
insight agency Opinium to conduct a
wide-ranging study into digital wealth
and banking in 2021. Opinium surveyed
a nationally representative sample
of 2,000 UK adults with 68 detailed
questions on their savings, financial
knowledge and investment habits over
the past 12 months and their attitude
and plans for their future finances. The
fieldwork for the Opinium and AltFi
Digital Wealth & Banking Study 2021
was conducted between 11 and 16
August 2021.

Financial Wellbeing

Last year our work with Opinium
revealed that Covid’s impact on the
nation’s finances had been less a split
between winners and losers, and far
more a tale of thirds. Thirty-five per
cent of people reported a deterioration
in their 2020 finances, but 21 per cent
saw an improvement, and the remaining
40 per cent saw no impact at all. Twelve
months later and it’s clear that the UK’s
leadership in both vaccinations and the
reopening of the economy is further
lifting the pressure on people’s finances.
From our 2021 study, we now find
an improved 34 per cent said they had
seen an overall improvement in their
finances over the last 12 months (671
respondents, versus 410 in 2020)—likely
lifted by millions of people returning
to full-time work after months on
a reduced furlough wage. A more

How have your finances been impacted over the
last 12 months? “My financial situation has…
Improved a lot
Aug
2020

Aug
2021

3%

Improved a little

18%

8%

Not Changed

40%

25%

Worsened a little

Worsened a lot

25%

35%

25%

20%

7%

Source: Opinium and AltFi’s Digital Wealth & Banking Study 2021
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Section 1: AltFi Investment Survey 2021

“Compared to the gloomy economic and financial
position the country was in this time last year,
consumer finances are in a much more secure
position, with a third better off than in 2020.”
How important are the following to when you’re considering
where to invest your money / keep your savings?
Past performance
88%

81%

A long history/established brand
84%

77%

Company values
69%

68%

Availability of ethical investments
65%

56%

A mobile app

Aug 2021
Aug 2020

51%

53%

Source: Opinium and AltFi’s Digital Wealth & Banking Study 2021

significant minority (8 per cent, versus
3 per cent in 2020) now class their
personal finances as having “improved a
lot” during that period.
We also see a falling number of
people with deteriorating finances.
Fewer than a third (27 per cent or 549
respondents) now say their finances
have “worsened”, down from 35 per cent
last year. Just 7 per cent (148) reporting
their finances have “worsened a lot”
(down from 10 per cent in 2020).
“Compared to the gloomy economic
and financial position the country was in
this time last year, consumer finances
are in a much more secure position, with
a third better off than in 2020,” explained
James Crouch, senior research manager
at Opinium and project lead on the study.
“This has continued to drive saving
and investing, including in some digital
products.”
Indeed, as we will explore, our
bolstered personal finances inject muchneeded confidence into people’s saving
and investment habits.

A Renewed Confidence

Overall, people have been putting more
money into their savings accounts, ISAs
and pensions during the last year—while
also opening more of these kinds of
accounts.
Our respondents with dedicated
savings accounts jumped from 52 per
cent in 2020, to 57 per cent today—and
67 per cent of those account holders
say they’re paying more in, versus 61
per cent last year. Similar trends can
be seen in Cash ISAs (with 39 per cent
of people saying they have an account,
versus 35 per cent in 2020), Stocks and
Shares ISAs (19 per cent, versus 17 per
cent in 2020), and General Investment
Accounts (14 per cent, versus 10 per
cent).
This increasing trend is backed up
by our panel’s statement responses,
where more than a fifth of people we
asked (22 per cent or 437 respondents)
said they “have started saving more this
year”. There is also a near-doubling of
the number of people having “started

investing in stocks or funds for the first
time” (7 per cent or 139 respondents,
versus 4 per cent or 80 respondents in
2020).
Fewer respondents with Lifetime
ISAs, Stocks and Shares ISAs and
General Investment Accounts said
they took money out of their accounts
in 2021—just 8 per cent of Stocks
and Shares ISA holders reported
withdrawing from their account, down
from 14 per cent in 2020.
The key takeaways are that people
seem more confident, especially in
riskier investment decisions, likely due
to substantial stock market gains in the
last 12 months.

Meeting The Mainstream

Last year we saw how a handful
of relatively young digital wealth
brands had managed to tap into public
awareness in a relatively short time—
with 40-year-old investment powerhouse
Hargreaves Lansdown as our barometer
of ‘awareness’.
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“The increased savviness
from the consumer has
seen a rise in purchasing of
cryptocurrencies.”

Source: Starling Bank and Lensi Photography
This year when we asked our panel
which financial brands they knew of,
Nutmeg continued to strengthen its
leadership at the go-to digital wealth
brand. Over 700 respondents (36 per
cent) had heard of Nutmeg, up from 30
per cent last year (593 respondents).
Moneybox and Freetrade also made
substantial gains among our panel,
rising from 23 per cent and 11 per cent
recognition (453 and 215 respondents)
to 27 per cent and 14 per cent,
respectively (540 and 279). PensionBee,
a new addition to our 2021 survey,
was recognised by a quarter (503
respondents) of our panellists.
Smaller digital wealth challengers
also increased their brand awareness to
new highs, like Wealthify (11 per cent),
Chip (8 per cent) and WealthSimple (7
per cent). But it wasn’t just challengers
gaining ground in 2021; Hargreaves
Lansdown—which continues to be our
most-recognised wealth brand—also
rose from 33 per cent to 41 per cent
recognition this year (819 respondents).

It’s hard to put a clear determining
factor on why awareness grew in the
last 12 months—growing marketing
spends, positive word-of-mouth and
general consumer interest in more
digital financial services all likely
play a role. But there’s one noticeable
consumer behavioural change in our
findings driving change in people’s
wealth and investment decisions—the
rise of ethical investing.

An Ethical Challenge

When we asked our respondents about
the barriers to increasing their savings,
investments and pension contributions,
the answers were essentially unchanged
from 2020.
As with last year, 57 per cent of our
respondents said a lack of funds was
the sticking point for not investing more
in 2021, while 11 per cent quoted a
lack of time and 8 per cent pointed to
a lack of knowledge or understanding.
Last year we found over half of people
(56 per cent) said the availability of

ethical investment options was a key
factor when choosing their pension
or investment products, for 2021,
that figure has jumped substantially.
Nearly two-thirds of our panel, 1,131
respondents (or 65 per cent), pointed to
the availability of ESG (Environmental,
social and corporate governance)
options as a critical factor in their
investment decisions—up 10 percentage
points on last year.
While that’s still far behind the
obvious leading factors of ‘past
performance’ (88 per cent) and ‘an
established brand’ (84 per cent), the gap
continues to narrow.
ESG is also an area where digital
wealth challengers have a clear
advantage, taking off-the-shelf funds
and ETFs which they can quickly add
and offer to their customers. The
question, and challenge, for incumbent
wealth players is whether the demand
gap between their strengths of past
performance and brand, and the ESG
leadership of the industry’s upstart
challengers continues to narrow in the
years to come.

Conclusion

In 2021 we have seen a return to
confidence in people’s personal finances
and, increasingly, in their investment
decisions.
There is considerable certainty
among the general public that the
short-term disruption of Covid is over,
and economic measures like household
spending and rising inflation, as well as
the answers in our study, indicate a race
back to normality.
However, things have undoubtedly
changed. If the takeaway from last
year’s study was around people taking
the time to reorganise, refocus and
reassess their finances, then this year’s
standout finding is that this process and
our shared experience has resulted in a
new financial confidence in the future.
Confidence that led 14 per cent of
people to invest in heavily volatile
cryptocurrencies, confidence that twothirds of our respondents are looking
for ethical investment options, and a
confidence that drove more people to
open more investment accounts and put
more of their salaries into them.
For more on Opinium and AltFi’s Digital Wealth & Banking
Study, take a look at our infographic in Section 5, P.18-19
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Section 2: Asia – Special Feature

Asia’s Digital
Wealth Ascent
Unpacking the wealth management revolution in
China, Japan, South Korea and Singapore.

Source: Annie Spratt on Unsplash

T

hree-fifths of the world’s people
live in Asia, where incomes and
investments are rising. According to
Cerulli Associates data, the global asset
management industry ended 2020 with
$115.4 trillion (£83.4 trillion) in assets
under management (AUM). Asia exJapan assets will grow 12.4 per cent
annually over the next five years, while
the US and Europe will grow 4.8 and
4.4 per cent, respectively. As the region
drives global industry growth, fintech
adoption is expanding.

Emerging China

Hurdles exist, but China’s $16 trillion
(£11.6 trillion) asset management
market remains the crown jewel. Its
gross savings rate is 46 per cent, 2.4
times both the US and UK. Technology
is transforming those savings into
productive investments, driven by
both bottom-up and top-down factors.
In 2020, China’s digital economy was
worth almost $5.4 trillion (£3.9 trillion)
and growing 9.6 per cent annually, the
highest of any economy globally. The
Central Bank is developing a digital
Yuan, which online and offline retailers
have tested. Additionally, China is
forecast to have more than one billion
smartphones this year, with 5G adoption
reaching 60 per cent.
Founded in 2006, Shanghai-based
Hywin Wealth is embracing change.
Hywin International CEO Nick Xiao said,
“Being a Chinese firm, tech-savvy is
part of who we are... Hywin not only
invests in tech, but we keep thinking of
the governance of tech, the security of
tech, and the sustainability of tech.” To

strengthen its architecture, the company
recently partnered with IBM. This year,
Hywin also collaborated with Shanghai
Jiao Tong University to hold a live
streaming educational seminar, which
had more than a million attendees at its
peak.
Hywin is not alone in gaining
marketing share. Ant Group’s Caifu Hao,
a third-party financial marketplace, was
launched in 2017 and already has 120m
followers. Platforms LiCaiTong and
Lufax Holding have more than 200m and
46m registered users, respectively. For
comparison, Betterment in the US has
approximately 650,000 accountholders
and UK-based Nutmeg 140,000.
LiCaiTong
200m users

Betterment
650,000 users
Source: Company Reports.

According to Xiao, liquid and
exchange-traded securities are in
demand on mass-market platforms.
“Asian clients are early adopters and
tend to shop around and compare
prices. Tech is very much the platform
for collecting information and doing
transactions,” he said. As opposed to

“International
firms have to
reconcile their
global IT digital
governance
with the
locality of
China.”
competing directly with giants that
have almost zero marginal cost, Hywin
focuses on high-net-worth clients who
want a mix of automated execution
and tailored advice. Xiao said any
new systems need to be viewed from
the clients’ perspectives and that
customisation is essential. “International
firms have to reconcile their global IT
digital governance with the locality of
China,” he said.
Cerulli Managing Director Ken Yap
said, “China has the largest amount
of activity given the sheer size of the
market and the level of digital adoption.
They are ahead in terms of using the
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Asset Management Industry

“While Asia is
a very exciting
region from
a number
and trends
standpoint, it’s
also complex.”
online platform and digital tools to
engage investors.” According to a survey
from the Asset Management Association
of China (AMAC), more than two-thirds
of investors purchase funds via apps.
Foreign firms with operations in China
include Aberdeen Standard Investments,
Barings, BlackRock, Bridgewater
Associates, Fidelity International, HSBC,
Invesco, J.P. Morgan Asset Management,
Mirae Asset, Morgan Stanley, Nomura,
Schroders, UBS, and Vanguard. Others
are waiting on regulatory approval or
using social media such as WeChat for
brand building. As foreign firms enter
China, Chinese firms look outward. Xiao
said, “We are deeply rooted in our very
strong China onshore franchise, but we
see Singapore, London, and Luxembourg
as financial centres with their own
unique characteristics.”

Global AUM $115.4 Trillion

China AUM $16 Trillion

Source: Cerulli Associates

a Singapore-based Robo-advisor, in
2017 and Quantifeed, a Hong Kongbased fintech in 2018. Last year, they
provided venture funding to Coherent,
an insurtech also based in Hong Kong.
Artificial intelligence, blockchain, the
cloud, and advanced modelling are not
only transforming client engagement but
also streamlining investment research,
trading, legal, compliance, clearing,
and other operational processes.

Accordingly, resources need to be
reorganised, and talent needs new
training.
According to Karkhanis, distribution
has historically been product-centric,
but asset managers now need to offer
localised but comprehensive solutions
with multi-dimensional marketing and
manufacturing capabilities. “We’re
pooling all our resources to pitch
intermediary clients,” Karkhanis said,

Digital Disruption

Covid-19 has spurred the
implementation of remote processes.
Chetan Karkhanis, Franklin Templeton
Digital Advisory & Wealth Management
Vice President, said, “If clients can’t pop
into branches and they can’t walk into
offices, or our commercial discussions
can’t happen in-person, then we have to
do things digitally.”
Offering both in-house and thirdparty solutions, Franklin Templeton
provides digital services throughout
Asia. The company invested in Bambu,

Nick Xiao, CEO of Hywin International
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“Over the past
two years,
multi-asset
funds in China
have grown
from $290bn
(£210bn)
to $630bn
(£455bn).”
Ken Yap, Managing Director of Cerulli Associates
“We’ve got to talk to a whole host of
more parties within the intermediary’s
organisation, not just the CIO or fund
selection committee.”

Beyond China

Although evolving at different paces,
digital is helping the market grow
across Asia. However, entrants need to
value divergent cultures, demographics,
economic development, capital market
histories, production trends, and legal
frameworks. “Asia is an amazingly
impressive market in terms of what’s
happening on the digital front and the
sheer number of population,” Karkhanis
said. However, “Something developed
in Malaysia has to be tweaked for the
Indonesian market. If it’s going to be
launched in Korea or China, it has to
have the local translation at a minimum,
let alone the regulatory considerations.
While Asia is a very exciting region from
a number and trends standpoint, it’s
also complex.”
In South Korea, traditional institutions
dominate the retail market, which often
invests directly in stocks. However, it
does have a $1 trillion (£0.7 trillion)
fund industry, commissions are high,

and there is demand for global and
alternatives expertise. And fintech is
growing. Founded in 2016, KeKaoBank
Corp already has a $29bn (£21bn)
valuation.
Japan has a $5 trillion (£3.6 trillion)
economy, but 29 per cent of the
population is 65 years or older. Asset
managers can supplement low-interest
deposits and public pension shortfalls,
and the ageing workforce will prompt
automation. Japan’s economy is
cash-based, but there is a push away
from that. Additionally, high rates of
smartphone adoption and internet
infrastructure will foster increased
online acceptance.
Singapore’s GDP per capita is $60,000
(£43,347) and, unlike insular markets,
it is a global financial hub. At the end
of 2020, Singapore-based managers
reached $3.5 trillion (£2.5 trillion) in
AUM, driven by both traditional and
alternative demand. Although the
overall economy contracted in 2020, the
financial services sector grew by 5.1
per cent. Banking fees are increasing,
e-payments are gaining traction,
and fintech companies are receiving
substantial capital investments.

One early adopter was the Monetary
Authority of Singapore (MAS), which is
focused on three primary areas—jobs,
sustainability, and technology.
Asian robo-advisors are projected
to grow 18 per cent annually, reaching
$393bn (£284bn) by 2025. In mature
markets, they have moved beyond basic
offerings. “The version 1.0 robo-advisors
have gone to the next level of evolution.
There’s more need for sophisticated,
personalised goals-based portfolios,”
Karkhanis said. “What you see in the
developed markets along with more
competition is broader diversity in
portfolio and product type.”

Alternative Partners

Franklin Templeton works with
conventional institutions, including
Cathay United Bank and MUFG Bank.
Increasingly, though, they are partnering
with nextgen e-wealth platforms such
as Autumn and Finnomena, e-wallets,
digital banks, eCommerce platforms,
lifestyle brands, and even gaming
companies such as Razer. “The nontraditional channels are quite exciting,”
Karkhanis said.
Lifestyle and gaming brands resonate
with 18 to 25-year-olds. Karkhanis said,
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It’s more efficient for asset
managers or financial
institutions to focus on their
core expertise, which is to
gather assets or to invest for
their clients.”
“That’s fairly young from an investing
standpoint, but I think it’s the right
age to target and provide educational
content to get them interested in
saving… We don’t look at things on
the educational front as commercial
benefits. It’s more of how you deepen
the existing relationship with the end
client.”
Unorthodox collaborations are
becoming the norm. In June, RHB Bank
partnered with Malaysian Telecom
Axiata Group to create a digital bank.
Manulife Asset Management teamed
with e-wallet Ovo to offer investment
products. Myanmar-based UAB bank
joined forces with Singapore fintech
Kashtec International to provide supply
chain financing to SMEs. And Ashmore
Asset Management Indonesia took a
20 per cent stake in Buka Investasi
Bersama, the fintech subsidiary of
ecommerce player Bukalapak.
“Banks aren’t sitting back. They are
beefing up their digital capabilities,”
Yap said. “It’s more efficient for asset
managers or financial institutions to
focus on their core expertise, which is
to gather assets or to invest for their
clients. In terms of developing their own
technology, it may be more efficient for
them to engage with partners who offer
those solutions.”

Southward Bound

Although less developed, Southeast Asia
also warrants consideration. Indonesia
has 274m people and, since 2005, its

middle class has gone from seven to 20
per cent of the population, reaching 52m.
The Philippine economy grew 6.4 per
cent annually over the past decade. By
2030, 10-member ASEAN (Association of
Southeast Asian Nations) is forecast to
have 575m internet users and will be the
world’s fourth-largest economy, behind
only the US, China, and Japan.
Malaysian financial regulators are
stimulating digital development through
online advising, increased transparency,
strengthened transactional security, and
sstandardisedKYC rules.
In Thailand, policymakers are
pushing open architecture and offshore
investments and, by 2025, the South
East Asian (SEA) asset management
industry could reach $4 trillion (£2.9
trillion) in AUM.
Karkhanis noted that these nascent
markets have many first-time,
transactionally-based investors. “You
have to take each region in itself
and cater to their local tastes and
preferences,” Karkhanis said. “It’s large,
it’s fragmented, and in various levels of
evolution.”

Regulators, Fees And
Products
Regulatory policies differ by market, but
Yap said progressive regulators such as
Singapore’s MAS are taking a “sandbox”
approach, whereby they lightly regulate
fledgling technologies. For example,
regulators allow sophisticated investors

to access new fintech solutions on
a trial basis before allowing massmarket adoption. Yap said, “It’s more
experimental to allow this business to
flourish before bringing on the entire
burden of the regulations that applies to
traditional financial businesses.”
Asian markets broadly have more
robust fees than their Western
counterparts, but regulators are
cracking down on front-end sales loads,
spurring marketers to recoup trailing
commissions. “Producers have to justify
their level of fees,” Yap said. “The ability
to use digital tools to compare means
that they need to be more transparent.”
Product trends are also evolving,
creating opportunities for international
partners who can supplement local
manufacturers. According to Cerulli,
over the past two years, multi-asset
funds in China have grown from $290bn
(£210bn) to $630bn (£455bn). Although
coming off of a low base, ETFs and
passive investments are also gaining
traction. Given that digital investing
skews younger, many solutions are
targeted toward Millennial themes
such as consumption, entertainment,
eCommerce, cloud computing, and
technology disruption.
Across Asia, ageing demographics
are creating healthcare investment
opportunities, and Covid has further
boosted ESG (Environmental,
Social, Governance). This year, WiL
(World Innovation Lab) launched a
$911m (£658m) startup fund that
focuses on digital transformation
and environmental issues, including
decarbonisation, renewable energy,
and reducing water shortages, plastics
usage, and food waste.
Many of Japan’s most prominent
corporations funded it, including Sony
Group, Suzuki Motor, Mizuho Bank, and
Daiwa Securities.
Across all business aspects, financial
institutions need to prepare for change.
“In the past, technology could be used
to supplement the traditional mode of
marketing and engaging clients. In the
next three to five years, technology
could become the central platform, “Yap
said. “Wealth platforms should be the
central strategy not just for the young
and tech-savvy generation, but for the
majority of their customers.”
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IT’S HARD TO
DRIVE SUCCESS
WITHOUT THE
RIGHT TOOLS
FOR THE JOB.

Are your relationship managers
in the right driving seat?
CLMi is a new, cost-effective,
scalable and intuitive Client
Lifecycle Management (CLM)
platform from Wealth Dynamix
that puts the productivity of
relationship managers and
satisfaction of your clients at the
forefront of your business.
Gain a holistic 360-degree client
view and take control of the
full client journey: from initial
engagement and onboarding
through to ongoing relationship
management.
Designed specifically for wealth
managers, CLMi is the SaaS
platform of choice for out-of-thebox ease-of-use and rapid, cloudbased deployment.
Accelerate client service, drive
down operational costs, boost
cost-income ratio, and put your
relationship managers in pole
position.
Find out more:
wealth-dynamix.com/CLMi
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Three Strategies
For New Clients

28% of High Net Worth clients plan to switch wealth managers over the next three years.
Sponsored by:

T

his is the latest finding from the 2021
EY Global Wealth Report. Notably,
they’re planning to move their money
over to FinTech platforms, which enjoyed
a generous boost over the 2020 lockdown
period. Over the next three years, these
platforms are anticipated to see a
whopping 74% increase in usage. Deloitte
predicts that the US robo-advice industry
alone will hold as much as $7 trillion in
assets by 2025.
So, what’s driving today’s millionaires
away from traditional wealth managers
and into the arms of digital-first firms?
Industry experts share their candid
thoughts and offer strategic solutions.
Watch the original panel discussion here,
which took place at the FinTech Global Digital
Wealth and CX Forum.

Strategy 1: Create
Relationships With Financial
Literacy Tools
“When we talk about younger people
coming into the financial services
space, we absolutely have to talk about
education,” explains Morgan Stanley’s
Director and Chair of the Risk Committee,
Terri Duhon. “Because it is a world full
of vocabulary, and it looks complex.
And the fact of the matter is it really
isn’t… Somehow, we in the financial
services industry have really made it
look as complex as we possibly can, and
that’s a shame.” Across the investment
landscape, younger investors tend to
feel less confident about how to reach
their investment goals. This can lead to
cautious investing—an unfortunate irony,
as investors with longer time frames
generally should be taking more risk.
Added to this tentative approach,

Source: OJ Serrano on Unsplash

younger investors can also suffer from
short-term thinking. A concept that Head
of Product Strategy for Wealth Dynamix,
Dominic Snell believes should be
addressed early on. “I think when people
are very young, it’s really important to
educate them on this idea of delayed
gratification”, he elaborates. “And I think
that millennials, or very young people
now, they’re so used to having things
very, very quickly, like immediately, and
it’s actually a big problem.”
There’s no doubt that many young
people will become extremely wealthy, in
what’s referred to as The Great Wealth
Transfer. In North America, $8.8 trillion
is expected to change hands before 2030,
from one generation to the next. And
many will not inherit from their parents,
with the benefit of family office wisdom
to fall back on. They will need to rely
on their own financial intuition to make
the right decision. This is particularly
true among Millennial women, who are
becoming increasingly entrepreneurial.
Today more than half of HNW Millennial
women created their own wealth—
compared to just 37% of HNW Baby
Boomer women.
These self-made Millennials will be
the first in their family to select a wealth
manager. And so, without financial
literacy, there is a very real threat for
today’s firms that this new breed of
investor will bypass advisors altogether.
They could head straight to robo-advice
without considering other options.
One way to overcome this hurdle—
while also doing a good social deed—
would be for forward-thinking firms to
provide tools and games to improve
general financial literacy. “Financial
institutions and perhaps even technology,
and even apps and games, if they can

start to teach people [about] investing
and waiting for that delay of gratification,
that could actually help,” explains Snell.
HSBC’s Head of Business Management
for Customer Channels, Roohi Gupta
agrees, “What wealth tech can actually do
is allow us to teach customers about the
concepts—because let’s be real; wealth
investment is a very overwhelming
topic for somebody who’s not from this
industry.”
Gamifying financial concepts is a
relatively straightforward solution. And it
could prove to be the most cost-effective
investment wealth managers will ever
make. It would help to build loyalty
from an early age, with positive brand
associations with a new generation of
customers. Most importantly, explaining
the differences between—for example,
active and passive management—could
help steer potential clients away from
robo-advisors and towards traditional
firms.

Strategy 2: Stop Recycling
Portfolios, Build New Ones
From Scratch
Women are more likely to switch wealth
managers than men. While there are
many reasons for this, perhaps the most
obvious is because the wealth products
women are offered are rarely built for
them. “All the financial space at least
until recently has been built for men,”
elaborates Luc Haldimann, Founder
and CEO of financial software provider,
Unblu Inc. In a recent BCG survey, 63%
of female respondents felt that their
wealth manager needed to improve its
value proposition. There’s an ongoing
issue within the investment industry,
where products created for men are being
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re-packaged with marketing designed
to attract women. Like spray-painting
an apple and calling it an orange. But
recycling products which suited a by-gone
generation will not work. What’s needed
are a suite of new products, intentionally
built for the fresh wave of HNW clients.
According to Haldimann, the best place
for portfolio-builders to start focusing
their efforts would be on this evergrowing segment of wealthy women.
“I believe the biggest group of
underbanked people are women today,”
he reveals. “There is a huge shift of
wealth to women in the next five years—I
think the majority is going to be women.”
Haldimann is not wrong. Women today
hold more than 32% of the world’s wealth,
make up 15% of Ultra HNW clients, and
those figures are compounding. By 2023,
women are expected to hold $93 trillion.
Every woman is different, of
course women cannot be treated as a
homogenous group of investors. But there
are some characteristic trends firms
should prioritise. For example, 64% of
women will factor environmental, social
and governance (ESG) criteria into their
portfolio. And this becomes more of a
priority as their wealth grows. For some,
this could mean a high allocation towards
climate mitigation, while for others it
could involve greater exposure to womenowned businesses. Using data collected
by machine learning programmes and
personal interactions, managers could
build a range of different portfolios, better
suited to female preferences.
What’s more, firms could also benefit
from providing more detail when it comes
to investment opportunities. “It’s not that
women are more risk-averse from our
research,” explains Haldimann. “It’s they
want to know more details; they want to
understand what they’re doing more.”
These extra details, it turns out, are a
huge part of why women make better
investors than men. A study by Warwick
Business School found that women
investors research investments more
thoroughly, leading to 1.8% higher returns
than their male counterparts.
But it’s not just women who need more
details and new investment products. “I
think this applies not just for women,
but also for younger people—millennials
but also generation Z. People want to
understand more,” explains Haldimann.

Senior Vice President at Northern
Trust, Nina Jones agrees that this
characteristic blend of detail-orientated
ESG investing will continue to thrive. “I’m
excited by, the engagement of investors
in their own financial affairs, particularly
with a focus on ESG,” she explains. “I
think that this is going to be a huge force
for good in the global economy over the
coming decade.” As women become more
recognised as value-adding investors,
other previously side-lined groups are
coming to the forefront too. The 2021
World Wealth Report highlighted the
plight of LGBTQ+ investors. A meagre 41%
of whom felt that their wealth manager
understood their unique needs.
Breaking out of the straight, white,
male Baby Boomer box is essential for
wealth managers looking to future-proof
their offering. New investment products
and marketing must be designed with the
full spectrum of today’s investors in mind.
The first step to this journey is collecting
client data, which can be easily gathered
and presented with analytical technology.

Strategy 3: Increase
Convenience And Simplicity
With A Hybrid Model
“The two big boxes to tick in terms of
ultimate experience are simplicity and
convenience,” explains Jones.
This, according to Jones, is one of the key
differentiators between Millennials and
their Baby Boomer parents. “Millennials
have proved that convenience trumps
privacy, possibly because there is a
generation of people who’ve grown up
without that expectation of privacy.”
Convenience is one of the most important
features that will make a product stick
over the long-term. A century ago, people
moved away from the individual local
stores their families had been visiting
for years, in favour of the supermarket.
Convenience wins over the long-term,
even if it means sacrificing loyalty.
Jones puts it into perspective,
demonstrating how the value of time
is playing an increasingly important
role in our lives. “In terms of my own
consuming habits, I regularly pay more
on Amazon because it saves me having
to go and get the tube into town to go
and buy something from a shop,” Jones
elaborates. “That’s time that I’m not

spending on my children, not spending
doing some of the things that I would love
to do. Instead, I pay more for often a less
good product for something that I could
go to the shops and buy.”
Across the panel, all the experts
agreed that technology has an undeniable
role to play in creating more convenience
and simplicity. To date, 47% of Millennial
and Gen-Z HNW individuals are
unsatisfied with their firm’s overall digital
maturity. What’s more, 50% of HNW
investors under the age of 40 would like
to opt for purely digital advice from their
firm, with zero face-to-face interactions.
Significant life stages, such as coming into
an inheritance, usually prompt clients to
seek human advice. As Snell explains, it’s
not the generation of the client, but rather
the experiences they are undergoing
which tend to determine if they’d prefer
digital or human advice. “Research points
to the fact that it’s not the segmentation
by age that really determines whether
things are adopted… that’s a slightly old
fashioned way of looking at things”, he
explains.
The best strategy for wealth
management firms, according to
Gupta, would be to offer digital service
with human intervention at key life
stages. “The millennials at this point
are anything between 25-year-olds to
40-year-olds. That’s a huge range. Some
of them definitely want to self-serve,
but then there’s a whole lot, the affluent
millennials who probably are at the cusp
of making really complex decisions where
they want that human interaction”, she
explains. “So, I think the key is get digital
right, but also intersperse it with human
interactions. Have a hybrid world.”

Strategies To Future-Proof
Wealth Management
There is no one-size-fits-all tech strategy
because wealth managers are as diverse
and multifaceted as the clients they serve.
However, there are key areas of focus
which all firms should prioritise, such
as nurturing financial literacy, inclusion,
and convenience. All these areas can be
accelerated and carried by technology, but
ultimately, it’s the humans in charge who
need to direct these goals.
Get in touch with Wealth Dynamix today to learn
more about our Client Lifecycle Management platform.
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Advice Is Our
“Superpower”

The new CEO of Betterment, Sarah Levy, talks ‘meme stocks’, investing, her
management style and where Betterment is heading next.
Source: Dayne Topkin on Unsplash

T

he mania for day trading during
Covid has helped “shine a light
on investing generally” says Sarah
Levy, the CEO of New York-based
digital wealth giant Betterment. During
lockdown trading went gangbusters, as
individuals dabbled on the stock market
to pass the time and make money. Levy,
a long-standing media executive with
little financial services experience when
she took the Betterment top job, says
passive investment through Betterment
can sit hand in glove with taking a punt
on so-called ‘meme stocks’.
“What it’s done is shine a light on
investing generally. Strategically, we’re

“When you are
ready to settle
down, feel free
to play the
field—just don’t
do it with the
assets that you
need for your
retirement.”

very different from other players in the
market, but we’re a nice compliment,”
Levy told CNBC recently. But speaking
from Betterment’s New York office, she
adds a note of caution to AltFi: “Look,
when you are ready to settle down, feel
free to play the field—just don’t do it
with the assets that you need for your
retirement. Do it with money you are
willing to lose.”

Hitting Her Numbers

Levy joined Betterment in December
last year, during lockdown, and
was personally handpicked by her
predecessor, and Betterment founder,
Jon Stein. His challenge to Levy was
to make “the brand as beloved as the
product”. She joined a firm that has
fattened out its offering, compared to
2008, when it set out to democratise
the expensive and often complicated
business of investing, through
technology and robo-advising. Today,
on top of its robo and human advisory
services, Betterment offers cash
management, SaaS and retirement
products.
In its latest financial results, the first
full quarter under Levy, Betterment
witnessed gains in the three cogs of
its business—robo-advising, 401Ks and
cash management services (including
new offerings like checking and savings
accounts). Assets under management
swelled by $10bn or 53 per cent to
$29bn for the 12 months to the end of
March, while it added 56,000 new clients,
up 116 per cent on the year, during
the quarter. Currently, it has $32bn
assets under management and 700,000
customers overall.

Betterment Key Stats
• $32bn AUM
• 700,000 Customers
• Founded in 2008
Betterment says more than 300
businesses have signed up to its
401k plan in the past year, but its
retirement business is still relatively
small. “Fidelity has a bunch of plans
that are single plans that are larger
than Betterment’s entire business.
These plans dwarf the entire size of
Betterment’s retirement business,” Mike
Alfred, co-founder of Brightscope, which
analyses retirement data, told RIABiz, an
online journal.

Advice Is Our
“Superpower”
Betterment may have spread its
tentacles, but an animated Levy
says investment advice is still its
“superpower” and where its brand
equity lies. The focus, moving forward,
she says is to focus more heavily on the
SME market. On robo-advising—which
has now grown into an industry that
managed $460bn in assets in 2020—
demand, she says, is heading in the right
direction.
“If anything, the demand is
increasing”, she says, pointing to “Gen
Zs and millennials coming into wealth
and being much more comfortable
with a digital solution than their Gen X
counterparts”.
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“Gen Zs and
millennials
coming into
wealth [are]
much more
comfortable
with a digital
solution than
their Gen X
counterparts.”
“Some consumers are more
comfortable with a human advisor,
and they want that human touch. And
some are totally comfortable with a
technology solution,” Levy adds.
Levy, who took up the CEO role
after over 20 years at Nickelodeon
and its parent company Viacom, says
“personalisation” will be critical in the
evolution of Betterment and throughout
our interview she makes repeated
reference to it. As an example, she
talks about three socially responsible
investing (SRI) portfolios recently
launched by Betterment-climate,
social impact and a general ESG
(Environmental, Social, and Governance)
portfolio.
“In less than a year, we have attracted
more than a billion and a half in assets
in these portfolios,” says Levy, saying
growth in all three are outpacing
Betterment’s core investment portfolios.
“This to me is the beginning of the
personalisation journey,” she says,
explaining it as investors being ‘active’
in the plans they choose even while their
“investment is passive”.

Sarah Levy, CEO of Betterment

Diversity And Disruption

A female leader of a leading fintech is
still not the norm and Levy appears
genuinely disappointed when she says
she finds it “upsetting” that incumbents
are often ahead of fintechs on the
diversity front.
“Fintech is well known for being more
male and more white,” she says, but
points to inroads made by Betterment,
with the launch of an industry-wide
Fintech Equality Coalition last year
addressing the issue.
But while clearly championing
change, Levy is not immune to businessspeak. She says “strategy”, “people and
the culture”, and “resource allocation”
are her guiding leadership principles. On
the biggest challenges of the role, she
stresses the importance of being able
to “live your values”, particularly given
the demanding nature of millennials
which make up a substantial chunk of its
workforce and customers. Post-Covid,
she wants staff back in the office a
“couple of days a week” for the “fun” and

“What I like about
crypto is that it’s
uncorrelated with
stocks and so acts
as an interesting
diversification play.”

moments of “serendipity”.
Amid growing interest in crypto, Levy
is considering options to add crypto
to its customer portfolios but admits
Betterment hasn’t “cracked it perfectly
yet”. She says: “What I like about crypto
is that it’s uncorrelated with stocks and
so acts as an interesting diversification
play. But it’s also incredibly volatile.
“We want to think of crypto through a
lens of guidance and advice. I would say
we haven’t quite cracked how to do that
perfectly yet.” Betterment has long been
linked with a potential IPO. “Certainly
over the long-term, I think we can grow
into a public-ready company. But right
now, I am really focused on growth,”
Levy says.
So finally, how does Levy think she
is doing transforming Betterment into a
major brand, the task she was charged
with? She said bringing marketing,
operations and customer experience
up to world-class standards was the
task at hand. “We have built a really
great marketing team, we grew net new
customers over 100 per cent year on
year in the first half of the year,” she
says, adding that customer experience
and Betterment’s mobile offering has
also improved under her watch.
The early indicators are good, but
time will tell whether Betterment made
the right move bringing in an outsider to
head up its business.
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Digital Wealth &
Banking Study 2021
A selection of top-level findings from the Opinium and AltFi Digital Wealth & Banking
Study, which surveyed a nationally representative sample of 2,000 UK adults.
Reasons why consumers aren’t
putting more money into savings,
pensions and investments

86.4%

56%

I don’t have
enough money to

I don’t have
enough time to

Have you ever bought crypto
currencies/assets such as bitcoin?

57%

8%

11%

Aug 2021
Aug 2021

9%

I don’t know
how to

13.6%

8%

Yes

No

Relative to others, how would you
rate your investment knowledge?
Expert/Advanced

Aug 2020

Aug 2021

4%

5%

27%

30%

Intermediate

None or beginner

69%

65%
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Which of the following financial products do you have?
57%

Aug 2021

52%
46%

Aug 2021

46%

39%
35%

22%

21%
17%

6%

Savings
Account

14%
10%

7%

Lifetime
ISA

Cash
ISA

19%

Workplace
Pension

Private
pension

Stocks and
Shares ISA

Investment
Account

Have you increased or decreased the amount of money you
put into these financial products over the course of 2021?
Paying in or taking out from products (2021)

Paying in or taking out from products (2020)
Paid in
18%

61%

12%

53%

30%

64%

51%

8%

18%

40%

14%

55%

16%

54%

Taken out
Savings
Account
Cash
ISA

16%

67%

12%

Lifetime
ISA

11%

Workplace
Pension

11%

Private
pension

12%

53%

81%

55%

51%

Stocks and
Shares ISA

8%

Investment
Account

7%

66%

69%

Who do you turn to for financial advice?
Family

25%

Media Articles

15%

Friends

14%

Bespoke Financial Advice

13%

Investment Service With Free Advice
Bloggers/Influencers

All data sourced from the Opinium and AltFi Digital Wealth & Banking Study 2021

10%
5%
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Powering
Digital
Investing
100,000+

Transactions per month

{
"id": "mdl-1",
"name": "Conservative Model",
"description": "Mostly bonds",
"components": [
{
"isin": "IE00B95W7137",
"weight": 0.75
},
{
"isin": "GB00BZ82ZT69",
"weight": 0.25
}
]
}

80,000+

Trades executed per month

£5bn+

AUM managed by our clients

Flexible
Investing
Infrastructure
Access onboarding, brokerage,
dealing, portfolio management,
rebalancing, fractional shares,
custody, regulatory, performance
data, and technology solutions
all over API.
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The Rise And
Rise Of ESG

Section 6: Ethical Investing

Eco-investing is becoming more popular amid increased consumer
awareness about the environment, but challenges are also heightening
as regulators scrutinise the industry.

Source: Alain Bonnardeaux on Unsplash

E

co-investing is flourishing amid
increased demand from investors of
different stripes. Some want to make
ESG (environmental, social governance)
investments from a moral standpoint.
In contrast, others view those firms
performing well on ESG issues—like
climate change and boardroom
diversity—as astute long term financial
investments. According to one expert,
the political and social momentum
behind the green agenda could one
day nullify the term ESG altogether.
Richard Flax, Chief Investment Officer
of Moneyfarm, said: “You could consider
a scenario potentially where actually
everything becomes SRI (socially
responsible investing). The standard
of expectations for all companies
rises. Maybe the best outcome is the
definition of SRI goes away, and there is
no distinction between SRI and nonSRI. There is simply the standards that
companies are held to.” While this goal
may be for the future, the humungous
number of ESG assets held in funds
shows the industry’s rude health.

Eco Investing In Rude
Health
According to Deutsche Boerse, across
Europe, monthly investments in ESG
focused ETFs more than tripled to nearly
€3bn year-on-year in the first half of the
year. And Bloomberg has predicted that
global ESG assets under management
(AUM) are on schedule to top $53 trillion
by 2025, making up more than a third
of the $140.5 trillion in projected total
AUM.

“You don’t have
to settle for
lower returns
only because
you want to
invest based on
sustainability
criteria.”
In the UK, like in other markets,
fintechs have been in the thick of the
action, launching ESG portfolios and
anticipating that such funds will be
pivotal to their businesses in the future.
UK-based digital wealth firm
Moneyfarm launched its socially
responsible portfolios only in the past
few weeks but denies it is late to the
party, with Flax saying that sustainable
investing “will continue for a long time
to come”. Supporting the launch of
its portfolios was data showing that
between 2013 and 2021, an ESG portfolio
would have earned five per cent more
than its regular non-ESG portfolio.
Flax argues Moneyfarm’s responsible

portfolios also have a crucial point of
differentiation. He says: “Sometimes you
see people want an ESG label, but they
don’t want to take a lot of tracking error
relative to the standard benchmark.
We have gone in a slightly different
direction because we would say ‘we
want to see a meaningful difference
between the ESG portfolio and the
standard portfolio’ because I think that
is what our clients would expect.”
The returns on Moneyfarm’s ESG
portfolios, which have attracted new and
existing Moneyfarm consumers, have
“been fine”, says Flax—although he adds
that it’s too early to give meaningful
analysis on the performance of the
portfolios.
Rival Nutmeg, which JP Morgan
Chase has recently acquired, launched
its socially responsible portfolios in 2018
amid demand from clients. According
to Pacome Breton, Director Of Risk
And Investment Risk at Nutmeg, the
portfolios attracted £100m in funds in
the first two months, then nearly £500m
in the next 18 months. The funds have
around 35,000 clients, out of Nutmeg’s
total client base of 150,000, says Breton.
On the demographic of investors and
performance of the funds, he said
investors tend to be a bit younger
and more female. Still, there is “not a
massive divergence” in demography

$53

Trillion
Anticipated
ESG AUM by 2025.
Source: Bloomberg.
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to Nutmeg’s other investors while the
portfolios have “outperformed “ non-ESG
products.
German fintech Raisin has included
more than 30 ESG funds on its new
hybrid-robo trading platform that
lets investors pick and choose offthe-shelf ETFs. The ESG portfolio
provides exposure to around 150
individual equities (compared to the
600 in its non-ESG fund). It is broadly
and globally diversified, taking into
account environmental impact, working
conditions and tax transparency. Raisin’s
chief investment officer Kim Felix
Fomm, Raisin’s Chief Investment Officer,
points to “a lot of research” showing
investment based on ESG criteria
outperforms traditional markets. But
Fomm says the industry is still young
and that Raisin “would be very careful to
tell people ‘you will make more money.’”
He says that Raisin tells clients, “you
don’t have to settle for lower returns
only because you want to invest based
on sustainability criteria.” Fomm says
the push behind ESG investing means
it will become a more significant part
of the Raisin business in the future.

“The sector,
in general, is
grappling with
‘how do you
introduce a
standard set
of credentials’
that gives
the market
confidence?”

“We definitely see pressure from the
regulator, [and] from politics on that
topic,” he says.
“We see, especially from younger
target groups, a lot of interest. Young
investors basically demand to have
some sort of ESG or sustainability
option.”

Social And Political Funds
While most of the world’s ESG funds
are actively managed, passive funds are
grabbing an increasing market share as
the broader structural trend to access
markets through cheaper index-tracking
products gains momentum.
Specific social or politically-themed
funds are also cropping up. For
example, New York-based robo-advisor
Betterment recently launched two funds
following the controversial deaths of
George Floyd and Breonna Taylor in the
US. One of the funds invests in firms
that rank highly on diversity policies
and how they engage with BAME
communities, while the other invests in
firms that lead their peers in terms of
women in senior leadership positions.
Betterment said it was surprised by the
lack of rival products. A spokesperson
for the wealth manager said: “Believe it
or not, these two ETFs are some of the
only ones of their kind. In fact, the NACP
[Minority Empowerment] fund is the
only ETF of its kind.” How can investing
in these funds lead to gender and racial

progress with such a limited sphere of
influence? While undoubtedly wellmeaning, one expert said such funds are
“too arbitrary”.
Meanwhile, UK fintech Funding
Options has launched what it says is
the first green marketplace for small
businesses, helping them to finance
investments in ‘green assets’ like solar
panels or financing ‘green projects’
like farmers setting up wind turbines.
Lenders including Swishfund and
Cambridge & Counties Bank are among
the 10 lenders to join Funding Option’s
green lending panel to support those
businesses making green investments.
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% of Nutmeg
customers
are invested in its
ESG funds.

The idea is that lenders will offer
lower product pricing to ‘green’ SMEs to
encourage them to become sustainable.
The challenge, says Funding Circle
founder Simon Cureton, who calls
the initiative a “passion project” and
believes it has the potential to expose
businesses to hundreds of lenders, is
validating the credentials of those who
want to be involved.
He says: “The sector, in general, is
grappling with ‘how do you introduce

Richard Flax, Chief Investment Officer of Moneyfarm
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Pacome Breton, Director Of Risk
And Investment Risk at Nutmeg
a standard set of credentials’ that
gives the market confidence and
where you won’t see things such as
greenwashing?”

Challenges For The Eco
Market
As eco-investing becomes more
commonplace, challenges are also
rising around what is seen mainly as
a not yet mature investment area. For
example, scrutiny is growing over how
firms define and apply ESG standards,

“There is no
firm consensus
on what
constitutes a
highly rated
company on
an ESG or SRI
basis.”

particularly in light of funds amassing
billions in environmentally badged
portfolios. This was highlighted by news
of a recent US Security and Exchange
Commission probe into Deutsche
Bank’s asset manager DWS over how
it used sustainable investing criteria
to manage its assets. No doubt, the
case will be watched closely by the
asset management industry and other
stakeholders.
Moneyfarm’s Flax said, “this is still an
evolving asset class”, adding that “there
is no firm consensus on what constitutes
a highly rated company on an ESG or
SRI basis”. Raisin’s Fomm adds: “I don’t
think it is a huge problem that there is a
standard solution. And to some extent,
I think there can never be one because
different people will assess what is
sustainable and what is not sustainable
differently.”
Meanwhile, in Europe, the EU’s
Sustainable Finance Disclosure
Regulation (SFDR) has come into force,
throwing scrutiny on fund managers and
those who provide financial products
disclosing just how committed to
sustainability they genuinely are. One
area the new rules will look to crack
down on is greenwashing, for example,
funds marketed as ESG but which
contain companies emitting excessive
carbon volumes. On greenwashing,
Cureton said Funding Options has not
“encountered” it, but it is a concern for
industry and government bodies.
Alongside this is the demand from

investors who want firms to align with
the Paris Agreement terms, limiting
global warming to less than two degrees
Celsius. It will be interesting to see how,
in some cases, investors try to persuade
companies to make radical changes to
their corporate undertakings to adhere
to the goals.
As green issues continue to rise up
the political and social agenda, it seems
that eco-investing will gain momentum.
Challenges lie ahead as eco-investing
becomes more prominent, but, without
question, it will continue to take a more
significant stake in the investment
landscape.

Simon Cureton, CEO of
Funding Options
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Section 7: Crypto And Wealth Management

Crypto has established a foothold and is lauded by fans as a market disruptor.
But price volatility and lack of regulation are undermining its momentum.
Source: Jorge Alcala on Unsplash

R

evered by its fans as a marketdisrupting asset but demonised
by its critics as a risky investment—
crypto is making waves in the wealth
management industry. Experts say
demand for cryptocurrencies is
“rising”, particularly “among younger
customers”, but pricing is “very volatile”,
raising doubts about its future as an
asset class.
The market capitalisation of crypto
topped $2 trillion in August this year,
matching its all-time peak achieved in
April this year, as gains lured in retail
and institutional investors. The market,
spearheaded by Bitcoin, which accounts
for over 50 per cent of the crypto

market, is maturing and becoming
more mainstream, experts say, despite
several challenges.

Rising Demand For
Crypto
Jacob Hetzel, Head Of Distribution at
Scalable Capital, which offers a crypto
investment service, told AltFi: “We see
a rising demand for crypto investments
from our clients. Especially for our
younger customers aged 18-35 years,
cryptocurrencies are perceived as a
common investment product. They have
grown up with it and see crypto assets
as valuable additions to a diversified
portfolio.”
Despite rising demand, challenges
persist: chief among these is the
long-standing issue of price volatility.
Crypto’s wild price swings were
encapsulated by one day in May this
year, when Bitcoin plunged more than 30
per cent to $30,000, while Ether dropped
more than 40 per cent in less than 24
hours. But it’s not the only challenge:
crypto’s reputation has also been soiled
by some recent bad headlines. These
include regulatory scrutiny from Chinese
authorities forcing Bitcoin mining
operations to close and a hacker briefly
stealing $600m in one of the largest
crypto thefts in history.

Concerns From The City

Quinn Markwith, Crypto
Market Analyst at eToro

Furthermore, big names in the City,
including UBS Wealth Management,
Glenmede Investment Management and
T Rowe Price have voiced reservations
about the potential of cryptocurrency
investments. The reservations followed

“Our stance
with clients
is the 10-foot
pole rule: stay
away from it.”
Tesla earlier this year, saying it would no
longer accept payments in Bitcoin for its
electric vehicles due to environmental
concerns.
“Our stance with clients is the 10-foot
pole rule: stay away from it,” Jason
Pride, Chief Investment Officer of Private
Wealth at Glenmede, told the Financial
Times. “I don’t think the Fed and other
regulators are fans of the current
market structure for cryptocurrencies.”
Rob Sharps, President and Head of
Investments at T Rowe Price, added:
“Crypto has an impact across capital
markets, and we’re capital markets
experts. Ultimately, the mandates we
manage for clients are not well suited
for investing in cryptocurrencies, and we
recognise the high level of speculation
in this space.”
Meanwhile, last year Bank of England
Governor Andrew Bailey said he was
“very nervous” about people using
Bitcoin for payments. He previously
warned that crypto investors should be
prepared to lose all their money.
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Especially for our younger
customers aged 18-35 years,
cryptocurrencies are perceived
as a common investment
product.”
Bullish On Crypto

However, there is another school of
thought that is bullish on crypto. Not
only are various central banks around
the world exploring their own digital
currencies, but crypto’s price rally
has pressurised financial institutions
to get involved in the nascent class.
For example, Morgan Stanley this year
became the first major US bank to offer
its wealth management clients access to

a Bitcoin fund.
It isn’t alone. Goldman Sachs
is set to launch its first wealth
management vehicle for Bitcoin and
other digital assets for its private
wealth management clients. Not only
do several funds offer crypto asset
management, but experts say it’s likely
the numbers of crypto investment funds
will significantly increase over time
as the asset becomes more mature.

Others that offer crypto services include
Fidelity, which has a brokerage service
that allows more than 100 institutional
investors like hedge funds to buy crypto.
It has applied to the SEC to launch an
ETF for Bitcoin.
eToro, the multi-asset brokerage and
a social trading platform, offers a crypto
trading service, which it says is seeing
“strong demand”. Quinn Markwith,
Crypto Market Analyst at eToro, told
AltFi the “number of investors in the
asset class is growing as the instrument
matures”.
”At eToro, we continue to see strong
demand for crypto from both new and
existing users. Looking at our Q2 results,
interest was diversified across the
cryptos offered by eToro with the highest
trading volumes in Bitcoin, Ripple, Ether,
Cardano and Dogecoin.”
Another is fintech Scalable Capital,
which provides investment in crypto
via ETPs. Hetzel told AltFi: “Typically,
our clients invest in broadly diversified
ETF portfolios and use single stocks
and cryptocurrencies as satellite
investments that make up to 10 per cent
of the total portfolio size.”
In July, funds provider ProFunds
launched the first publicly available
Bitcoin mutual fund in the US. The
Bitcoin Strategy ProFund (BTCFX) allows
investors to hold Bitcoin without going
through exchanges or storing Bitcoin in
a digital wallet.

Market Capitalisations
Entire Crypto Market
$2.35 Trillion

Bitcoin
$979bn

Dogecoin
$41bn
Jacob Hetzel, Head Of Distribution at Scalable Capital

Ethereum
$464bn

As of 6 September 2021, according to CoinMarketCap
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“Without proper oversight,
there could be a worsening in
market transparency, the basis
of legality and rational choice
for (market) operators.”
ProFunds said the fund is designed to
make it easier for investors to include
crypt in their portfolios.
Simeon Hyman, Global Investment
Strategist at ProShares, ProFund’s
affiliate, told AltFi: “BTCFX provides a
familiar way to add Bitcoin (exposure)
compared to directly investing in Bitcoin.
Purchasing Bitcoin directly still has
challenges, such as the need to access
Bitcoin through unregulated exchanges
or wallets. BTCFX is an open-ended
regulated mutual fund, and investors
can purchase and redeem their shares
at the next NAV.”

Calls For Regulation

Europe and the US are working on
regulating digital assets and their
providers, as investors look for new
ground rules. The move comes as

institutional leaders call for more
regulation. Paolo Savona, the head of
Italy’s stock market regulator, said:
“Without proper oversight, there could
be a worsening in market transparency,
the basis of legality and rational choice
for (market) operators.”
While crypto is grappling with these
regulatory challenges, those providing
crypto services say they are doing their
utmost to educate potential investors.

Education Is Key

For the sector to grow, education is vital,
experts say. Markwith said it is easy
to be “overwhelmed” by the number
of opportunities in the crypto market,
but investors should take a long-term
approach.
He said: “Educational resources and
information about how crypto assets

Bitcoin (USD) Price 2021

Source: Google Finance

Simeon Hyman, Global
Investment Strategist
at ProShares
work and their use cases are now
readily available to anyone interested.
There are many crypto projects and
tokens in the market, so it’s easy to feel
overwhelmed looking at it for the first
time.”
He added that investors should “not
be swayed by short-term volatility and
should take a long-term approach to
investing”. Like Markwith, Hetzel said
education is paramount, stating that
crypto can be brutal to understand for
the uninitiated.
Hetzel said: “To inexperienced
investors, crypto investments are still
somewhat more difficult to understand,
and the asset class is very volatile.
We, therefore, provide podcasts,
videos, blog articles and webinars to
educate investors about it. Anyone
who invests in cryptocurrencies should
conscientiously deal with this asset
class beforehand—as of course with any
other asset class.”
While still a nascent ascent, crypto
has established a firm foothold in the
market. Boom and bust cycles have been
de rigour for crypto since the get-go,
and it seems they will likely continue.
Challenges remain, but investors,
particularly younger ones, are excited
about its potential, albeit high risk.
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The Perils
And Promise

Section 8: Meme Stock Trading

The last 18 months have seen trading burst into the mainstream, but what
happens when you combine inexperienced investors and a social media campaign.
Source: Siora Photography on Unsplash

W

ith the Covid-19 related trading
boom, more and more everyday
investors are getting involved in the
once-inaccessible investment industry.
Trading and investment apps are still
seeing volumes explode as people are
turning to the stock market at a time
when there is not much else to do. But,
it’s not all sunshine and rainbows and
massive returns; the face of the trading
industry has changed forever with the
rise of so-called meme stocks.

To Meme, Or Not To
Meme
Meme stocks can be described as any
stock that catches the eye of investors
on Reddit or Twitter—most notably the
Reddit thread r/WallStreetBets. Back
in January of this year, several stocks
surged by several hundred percentage

Adam Dodds, CEO and
Founder of Freetrade

points, leading some trading platforms
to freeze trading of said meme stocks.
The surge of activity sent shockwaves
through the industry, with everyday
investors seeing returns of thousands of
dollars—sometimes even millions—while
some hedge funds saw their positions
plummet.
And it’s not just investors across the
pond getting wrapped up in the craze
either; trading platforms in the UK are in
the thick of it too.
“This phenomenon fundamentally
shifted market dynamics and, we
suspect, we will continue to see an
impact for years to come,” Adam Dodds,
CEO and co-founder of UK-based trading
and investment app Freetrade, said. One
such hedge fund to fall foul of the Reddit
investors was Melvin Capital, which had
taken a substantial short position on US
video game store GameStop ($GME),
worth roughly $55m. Following a tip-off
on r/WallStreetBets, everyday investors
bought as much GME as they could,
leading Melvin to haemorrhage nearly
$3bn in the process.
Freetrade saw thousands of new
customers sign up to its platform amid
the Reddit vs Wall Street saga in just a
few days. “The boom in retail investor
activity from January and February
this year marked a step-change in the
rate at which we’ve been acquiring new
customers and our growth as a platform
overall,” Dodds added.
“There was a massive spike with
over 100,000 new registrations within
a matter of days during that period
of intense market activity, monthly
acquisition has remained more than 40
per cent up on the period immediately

“This
phenomenon
fundamentally
shifted market
dynamics for
years to come.”
prior. Our business has effectively
grown 4x from August 2020 to August
2021 when looking at funded customers,
AUA growth, revenue growth,” he
continued.

Life Is A Rollercoaster

And it’s not just trendy fintechs that
experienced a boom in customers.
Bristol-based investment platform
Hargreaves Lansdown is also reaping
the rewards of the surge. Up to June
2021, Hargreaves Lansdown saw
233,000 new customers sign up to its
platform, with record numbers of those
being younger investors. The average
age of investors using the platform is
now 36, down from 37 the year before
and 45 in 2012.
Despite the surge in activity,
Susannah Streeter, senior investment
and markets analyst at Hargreaves
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Susannah Streeter, senior investment and markets analyst at Hargreaves Lansdown

“For some
new investors,
trading has
become a game
and a form of
entertainment.”
Lansdown, calls for new investors to be
wary: “In many ways, it’s encouraging
that social media is prompting a more
diverse range of investors to dip their
toe in the financial markets for the first
time.”
“However, what is concerning is that
according to the UK financial watchdog,
the FCA, this new group is more reliant
on getting investment tips from YouTube
and social media, where speculation
surrounding hot stocks runs rife. For
some new investors, trading has become

a game, and a form of entertainment,
rather than a well thought out long term
investment strategy.”
“Investors should not chase the hot
stocks but pursue a well thought out
long term investment strategy,” Streeter
continued. With r/WallStreetBets
continually churning out new stocks
to invest in, it’s easy to see how young
investors can get wrapped up in the
whirlwind.
Dodds echoes Streeter’s hesitancy
when it comes to following new trends:
“It’s good that so many more people,
young and old, are getting involved in
global markets. But, with this rise in new
investors, it’s important that we play a
very vocal role in educating them about
the risks (and rewards) of investing in
equities. It’s essential that investors
take a long-term approach when
building a portfolio and not get drawn
into the latest eye-catching growth
story.” Something which could be easier
said than done for many new investors
out there.
Without social media, many everyday
investors would not have even heard
of many of the stocks being traded—
something which can also be attributed
to their waning popularity among
consumers.

Share Price Since
1 January 2021*
• GameStop up 1,000%
• AMC up 2,000%
• Nokia up 60%

*as of 20 October 2021

“The cat is out of the social media
bag as far as the financial markets are
concerned, and the influencer trend
and investment chatter in internet
forums are unlikely to wane. The Reddit
bandwagon will find new targets, and
revenge against short sellers is highly
likely to continue,” Streeter mused.
It’s not the large corporations that
will get burned (unless you’re Melvin
Capital, that is); it’s the everyday
investor who has rounded up their spare
change or dipped into their savings to
jump on the bandwagon.
For the straightforward fact that
hedge funds, high-net-worth individuals,
and other wealthy investors taking
part in risky trading, such as the meme
stock wave, have more cash to burn.
So, the warning remains the same when
it comes to the perils and promises of
meme stock trading:
Don’t play with fire, or you could get
burned.
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