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Thought Leadership  

The modern alchemy for business growth    

  

I always have a good disposition and the 
unshakable belief that no matter how difficult a 
situation might be, there is always a good 
outcome to it. So, I’ll start by saying that the 
wealth & asset management sector is profitable. 
Furthermore, we know that good margins 
always attract competition. According to Boston 
Consulting Group, in 2014 the annual global 
industry profits were $102 billion, generated 
from operating margins of around 39%. 
Financial technology venture capital is 
exploding: CB Insights reports that $19.1b was 
invested in FinTech companies in 2015, vs. 
$3.9b in 2013.  

This sector shows the traditional signposts of an 
industry ripe for disruption: unhappy customers 
and very profitable incumbents.  

In my opinion, there are 7 main forces  grouped 
as economic, socio-political and regulatory 
trends which are driving a subtle, incremental 
yet substantial power shift away from 
incumbents. These forces are redefining the 
business model in this sector and ultimately will 
determine who stays and who leaves. 

1. Rapid development of Artificial 
Intelligence solutions. Like any fundamental 
shifts in established ecosystems, it will provide 
an opportunity to differentiate for intermediaries 
and asset managers. Artificial Intelligence will 
drive greater transparency, ease of use, and 
efficiency. It will also enable asset managers to 

find new tools to generate alpha. Generally, it is 
expected that technology will both raise funds 
under management, reduce investor’s fees, 
minimise business operating costs and increase 
client reporting transparency.  

2. Slow economic growth has a negative 
impact on most of the asset management 
industry and is forcing accountability on asset 
managers. One of the biggest implications for 
asset management is that underfunded pension 
funds will have a difficult time meeting their 
return expectations.  

3. Women and Millennials are a new group of 
under-served customers with new values and 
expectations. Women’s $14 trillion in assets in 
2015 is projected to reach $22 trillion by 2020, 
according to a white paper by Family Wealth 
Advisors Council. Over $30 trillion is expected to 
be passed on from ‘baby boomers’ to 
‘millennials’. So, the question isn’t if you speak 
Millennial. The real question is how fluent is 
your business in Millennial?  

Having got used to ever evolving analytics from 
Facebook and Snapchat, millennials will expect 
nothing less technologically performant from 
their wealth manager. Women and millennials 
tend to invest differently. According to the 1

Spectrum Group, millennials are both more risk 
averse and more socially conscious than past 
generations when selecting investments.  
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4. Geopolitical risk  around the world leads to 2

capital flight to safe havens. Regional political 
instability exists in China, Russia, the Middle 
East, and South America. These countries now 
have millions of well educated, technologically 
savvy and newly wealthy citizens that look to 
protect themselves and their savings. The IMF 
recently reported that we are seeing the first net 
private capital outflows in emerging markets 
since 1984. For example, according to 
Bloomberg, money is leaving China at the 
fastest pace in a decade: an estimated $300 
billion in financial outflows in the six months 
through March 2015. The wealth of the newly 
prosperous emerging markets will seek refuge 
in the United States, the UK as well as other 
perceived safe havens such as Singapore and 
Switzerland.  

5. Transparency. There is a recent regulatory, 
political and media focus on charges. This has 
brought scrutiny to if and how this sector is 
fiduciary-compliant. Unprecedentedly, the 
corporate governance surrounding this topic has 
permeated each layer in organisations from their 
Boards down. The need for more transparency 
has increased particularly since 2008, as 
regulators and incumbents also realised the 
necessity of managing the “black box” of 
systemic risk. 

 6. Compression of margins in traditional 
wealth & asset management. While this sector 
remains profitable, margins have been under 
constant pressure. Wealth managers, in 
particular, have had a large share of regulatory 
updates to digest and implement. Their 
compliance departments have grown in size 
faster than their client-facing teams. Generally, 
compliance has become the second largest cost 
centre. The investment teams spend 
approximately 70% of their office time dealing 
with regulatory reports, updates and filling forms 
instead of managing investments, looking after 

current clients and developing new business. 
These circumstances have compressed profit 
margins and forced consolidation in this sector. 
They have also forced businesses to reconsider 
cost management frameworks, their operating 
and revenue model. Enter digital in wealth 
management otherwise referred to as  ‘robo-
advisers’.  

About 18 months ago, after I completed scoping 
stage 1 of my PhD research, having more time 
on my hands, I began my presence on LinkedIn 
with a post claiming that the future of wealth 
management is digital. Unsurprisingly, some of 
my traditional wealth management contacts 
dismissed my post with Olympian conviction, 
stating that clients “will always crave human 
interaction. Technology has no place in wealth 
management”. Also, unsurprisingly I replied that 
“If you do nothing to improve your digital 
delivery, you increase the chances of 
undermining your business.” It didn't take long to 
prove my point, sadly in 2016 they had to sell 
their business. Ignorance can be expensive.  

Also in 2016, a notable digital wealth manager 
was born: NetWealth. It offers a mix of stellar 
teams from Goldman Sachs, UBS and J.P. 
Morgan private banks. Automation has enabled 
NetWealth to charge highly 
competitive fees starting at 
65bps for minimum £50,000 
which drop to only 35bps for 
portfolios over £500,000, an 
indicator that this service is 
also appealing to high net 
worth investors.  

No traditional wealth 
manager can compete with 
those fees! NetWealth raised £6.5m for their 
launch and have the backing of City of London 
veterans. Therefore, this marks the formal 
acceptance of digital wealth management in the 
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City of London. Moreover, in October 2016, UBS 
announces the launch of UBS SmartWealth.  

Wealth Chief Operating Officer Dirk Klee said it 
is a “strategically important move for UBS 

[which] enables us to 
bring our advice and 
expertise to a much 
wider audience. 
Technology is changing 
the way financial 
services are delivered. 

UBS SmartWealth shows that digital innovation 
is not the sole reserve of start-ups”. 

Equally notable, another City veteran and CEO 
of Aberdeen Asset Management, said that “we 
must become fintech companies”. Aberdeen is a 
listed company plagued by massive outflows in 
2015 which pushed it out of the FTSE 100, a 
bruising wake-up call.  

7. The Board of Directors and their 
understanding of technology and particularly of 
how artificial intelligence enables businesses to 
redesign the revenue generating model in this 
sector. As I have been building my Non-
Executive Director portfolio, I researched in 
detail the UK Boards. I noticed that most Boards 
don’t have specialists in operations and 
technology or indeed Non-Executive Directors 
who are knowledgeable to instigate the 
conversation on advancements in artificial 
intelligence and machine learning.  

Why? Because there are few business 
technologists with asset management 
experience, who are able to solve strategic and 
operational problems in an integrated way, 
across multiple technology domains. This must 
be done while maintaining focus on governance, 
leadership, processes, people and client 
engagement. Moreover, even when visionary 
Boards might consider investing in artificial 
intelligence systems, there is little understanding 

of what the options are, such as what the 
artificial intelligence systems are most suited to 
solving their problems. 

Why is it important? Most Boards tend to 
brush over the artificial intelligence impact and 
the value to the leadership derived from 
processing business data. Often, this is due to a 
lack of knowledge of what artificial intelligence 
is. This creates a domino effect: without the 
Board’s support to explore the strategic impact 
of artificial intelligence applications, no headway 
is made. If Boards don’t sign off budgets, 
usually nothing gets done.   

An independent survey conducted by The 
Economist Intelligence Unit (EIU) in 2016 
reveals that a flexible data strategy governed by 
strong leadership, facilitates business decisions 
and helps asset managers capture new 
business from their data. The survey was 
conducted across the United States and Europe 
amongst more than 200 executives in asset 
management and insurance. It highlighted that 
many businesses struggle to make sense of the 
deluge of digital data they receive on a daily 
basis. 

These 7 forces have formed a unique 
environment which exposes structural problems. 
They also highlight unique opportunities which 
can be captured with the help of artificial 
intelligence systems for enterprise growth and 
profitability. In the coming issues of this Paper, 
I’ll aim to discuss each of them in more detail. In 
addition, it might be worth mentioning that the 
next 5 years are likely to see artificial 
intelligence and Blockchain change the wealth 
and asset management business model. 
Artificial intelligence can transform the Front and 
Middle office, Blockchain the Back office. 
There’s a lot of upheaval ahead and “if you are 
not a disruptor, then you are, eventually, going 
to be disrupted.”  3

▪  The Harvey Nash/ Alumni Board report 2016/2017 “ Beyond governance - How Boards are changing in a diverse, digital world” 3

in association with London Business School’s Leadership Institute
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Learning from other sectors 

Artificial intelligence is the next big thing after 
the mobile and social changes which have 
happened over the past 5 years. Companies like 
SalesForce rely on artificial intelligence to keep 
growing past $10bn in sales and $8bn in 
revenues. Uber has shown that algorithms can 
successfully disrupt an entire industry.  

Thanks to substantial investments in artificial 
intelligence companies, we are set to see more 
performant artificial intelligence systems at 
work. In 2016, Google’s algorithm AlphaGo 
marked a significant turning point when it won 
against the South Korean Go Grandmaster. It 
represented a new form of artificial intelligence 
which is remarkably more advanced.  

This enhanced use of artificial intelligence and 
machine learning is happening at a staggering 
pace. These are just three examples: 

1- organisations like Associated Press use 
algorithms to write financial reports at a rate of 
2,000 stories per minute.  

2 - in 2014, the Hong Kong VC firm Deep 
Knowledge Ventures appointed Vital, an 
algorithm, to its Board of Directors. Vital 
analyses data from multiple sources and gets to 
vote on investments. This is a giant leap forward 
in how venture capital firms approach 
investments. 

3 - a significant algorithm comes from IBM. 
ROSS the lawyer, is an advanced research 

resource for the 50 lawyers in the bankruptcy 
division of a leading US law firm. ROSS reads 
and draws inferences from existing laws to 
answer questions about specific cases or 
guidelines that users can ask using natural 
language. Its machine learning capabilities allow 
it to continue improving its answers.  

Artificial Intelligence is a strategic capability  

In order to stay ahead of their competition, 
wealth & asset management firms must 
implement artificial intelligence solutions to 
solve some of their current problems instead of 
a mere IT upgrades. Artificial intelligence is a 
strategic capability, it goes to the core of 
problems and redefines their solutions. The 
move towards intelligent growth, powered by 
artificial intelligence, is happening fast in our 
sector. It is much faster than we expect or would 
like to accept. 

The question remains ‘How can you apply 
artificial intelligence to gain  competitive 
advantage, secure business growth and ensure 
your business doesn’t become redundant?’. 
This is the question our Cognitive Finance 
advisory team strives to answer for our clients. 
We help our clients make informed decisions on 
which artificial intelligence systems to acquire 
and then help with the implementation.  

We also help Boards and senior management 
design a sound business strategy to incorporate 
artificial intelligence. We solve real problems.  
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