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&RJQLWLYHWHFKQRORJLHVXVHGLQWKH
DXWRPDWLRQRIEXVLQHVVSURFHVVHV
IRUJDLQLQJLQVLJKWVWKURXJKGDWD
analysis, and in engaging with
customers and employees are starting
WRGHPRQVWUDWHUHDODQGVLJQLȴFDQW
EXVLQHVVYDOXHLQWKHȴQDQFLDOVHUYLFHV
industry. These emerging technologies
DUHVKDSLQJWKHZD\ȴQDQFLDOVHUYLFHV
are bought, sold, and consumed.
7KH\KDYHQRWRQO\DOORZHGȴQDQFLDO
VHUYLFHVSURYLGHUV )63V WRWDSLQWR
QHZPDUNHWVDQGRHUQHZSURGXFWV
EXWDOVRWRUHGXFHWKHFRVWRIVHUYLFH
SURYLVLRQUHVSRQGPRUHVZLIWO\WR
regulatory changes, increase speed
WRPDUNHWDQGXOWLPDWHO\LPSURYH
customer experiences.

T

he adoption of advanced
WHFKQRORJLHVLQWKHȴQDQFLDOVHUYLFHV
industry has led to the emergence
of innovative and agile FinTech companies
that are able to challenge traditional FSPs
in what used to be a market with high
barriers to entry. While the incumbents
VWLOOHQMR\VLJQLȴFDQWVFDOHDQGDFFHVVWR
customers, the rise of FinTechs has forced
them to reassess their business models
and align their strategies to embrace
WHFKQRORJ\PRUHHHFWLYHO\
In investment management, investment
advice is a knowledge-based service, so
cognitive technologies are appropriate
for supporting its delivery. Automated
advice (also known as robo-advice) can
take over many of the tasks associated
with investment advice, including the

construction of customized portfolios,
the rebalancing of portfolios over time
DQGWD[HɝFLHQWLQYHVWPHQWVHOHFWLRQ
For advisers, this new working process
allows them to take on a new role as more
of an investment coach who encourages
KHDOWK\ȴQDQFLDOEHKDYLRU
Compared to the United States and the
United Kingdom—markets with sizeable
DXWRPDWHGDGYLFHRHULQJVȃ6RXWK
Africa’s investment management market
is very small. Only a few market players
have a large enough customer base
and investment portfolio to achieve the
required economies of scale that justify
the implementation of automated advice
solutions.
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7KHGLHUHQWGHJUHHVRIDXWRPDWLRQRIȴQDQFLDODGYLFH
'HJUHHRIDXWRPDWLRQ
High

/RZ

7UDGLWLRQDOIDFHWRIDFH
Customers interact with
a human, who generates
DGYLFHLQYHVWPHQW
decisions or information
GHSHQGLQJRQWKHVHUYLFH
SURYLGHG ZLWKRXWWKHDLG
of a computer algorithm



)DFHWRIDFH
assisted by algorithm
Customers interact with
a human, who uses a
computer algorithm to
JHQHUDWHDGYLFHLQYHVWPHQW
decisions or information
GHSHQGLQJRQWKHVHUYLFH
SURYLGHG EXWFDQRYHUULGH
the algorithm if needed

Hybrid
Customers interact with
a website but may also
LQWHUDFWZLWKDKXPDQ HJ
YLDDZHEFKDWRUE\SKRQH 
for example if customers
KDYHTXHVWLRQVDERXWWKHLU
LQYHVWPHQWGHFLVLRQRI
WKHȴUPQHHGVWRDVNIRU
additional information

)XOO\DXWRPDWHG
Customers normally
interact with a website
only, They may still be able
WRVSHDNWRUHVROYHDQ\Ζ7
LVVXHVPDNHDFRPSODLQWRU
clarify terms and conditions
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6RXWK$IULFDQFRQVXPHUVVHHN
DɝUPDWLRQIURPȴQDQFLDODGYLVHUV
While only about two percent of South
Africans have an annual income of more
WKDQ51, most people in this pool
KDYHERXJKWDȴQDQFLDOSURGXFWLQWKHODVW
WKUHH\HDUVUHȵHFWLQJWKHKXJHDSSHWLWH
for these products.
The vast majority sought advice—
whether professional or informal—prior
WRSXUFKDVLQJDȴQDQFLDOSURGXFWDQG
it is common for consumers to pay for
this advice. This indicates that South
Africans rely on advice and are prepared
to pay for it.
Among the consumers who had bought a
product in the last three years, professional
ȴQDQFLDODGYLFHZDVXVHGWRFRQȴUPWKDW
the choice of product was correct or to
identify the right product once the type
of product had been chosen.

8VDJHRIDGYLFHRQSURGXFWSXUFKDVHV

37%

$QLQGHSHQGHQWȴQDQFLDODGYLVHU

35%

A bank - free advice

31%

A bank - advice for a fee

30%

Family and/or friends
My employer/previous employer

28%

An adviser tied to a company

28%
27%

A website/online platform

22%

A home loan broker

20%

An accountant or laywer

4%

Not purchased product

4%

Purchased without advice
Don’t know

1%
Main paid-for advice channel

:K\ȴQDQFLDODGYLVHUVZHUHXVHG
$ɝUPDWLRQIURPDȴQDQFLDODGYLVHULV
particularly important for consumers over
WKHDJHRIDVZHOODVDɞXHQWRUKLJK
income South Africans.
Consumers with an annual income above
5PLOOLRQFDOORQȴQDQFLDODGYLVHUV
to encourage them to act and stop
procrastinating on matters related to
ȴQDQFLDOSODQQLQJ
In contrast to other age groups, young
PLOOHQQLDOVXVHȴQDQFLDODGYLVHUVWRPDNH
sense of their day-to-day and long-term
ȴQDQFHVDQGWRJHWDVVLVWDQFHZLWKWKH
DGPLQLVWUDWLRQRIWKHLUȴQDQFLDOSURGXFWV

6RXWK$IULFDQ5HYHQXH6HUYLFH
7D[6WDWLVWLFV

7RFRQȴUPΖZDVPDNLQJWKHEHVWFKRLFHΖKDGPDGHXSP\
PLQGRQZKDWWRGRFRQVLGHULQJP\ȴQDQFLDOVLWXDWLRQ
To decide between products, once I had
chosen the type of products I needed
To decide what type
of product I needed

53%
45%
43%

To complete the administration
RIP\ȴQDQFLDOSURGXFWV

41%

To help me make sense of
P\GD\WRGD\DQGORQJWHUPȴQDQFHV

40%

7RHQFRXUDJHPHWRWDNHDFWLRQZLWKȴQDQFLDO
LVVXHVWDVNVΖKDYHEHHQSXWWLQJR

37%

$OOJUDSKVDUHWDNHQIURP'HORLWWH$XWRPDWHG)LQDQFLDO$GYLVH6XUYH\

$ɝUPDWLRQIURPDȴQDQFLDO
adviser is particularly important
for consumers over the age
RIDVZHOODVDɞXHQWRU
high-income South Africans.
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6LPSOHȴQDQFLDOSODQQLQJ
While most South Africans, irrespective
of income, wealth or age, are open to using
DXWRPDWHGDGYLFHIRUVLPSOHȴQDQFLDO
planning, the type of advice they are
ORRNLQJIRUGLHUVΖWUDQJHVIURPKHOSZLWK
minimizing bills to creating budget plans,
striking the right balance between saving
and spending, and rearranging debt.
&RQVXPHUVDJHGEHWZHHQDQGDQG
low-income earners are mostly interested
in minimizing their bills. Millennials and
high-income earners are least concerned
about minimizing bills. While millennials
are more interested in assistance with
creating budget plans, high-income earners
are looking for assistance with rearranging
their debt.
Considering price sensitivity among
consumers in the low wealth segment,
a digital-only solution is more likely to
be successful for simple advice aimed at
this segment and is something FinTech
companies are looking to develop. Cases
that are more complex and involve
OHVVSULFHVHQVLWLYHDQGPRUHDɞXHQW
consumers could be handled using hybrid
solutions that combine digital with face-toface advice.

:KDWZRXOG\RXXVH\RXUIUHHDXWRPDWHGDGYLFHIRU"

49%

7RȴQGRXWKRZWRPLQLPL]HP\ELOOV

47%

To create a budget plan
To get the right balance between borrowing,
spending and saving

41%

7RȴQGRXWKRZPXFKPRQH\ΖKDYHFRPLQJLQ
and what I’m spending it on

41%

To rearrange my debt

40%

7RȴQGRXWLIΖFDQUHGXFHWKHFRVW
of my borrowing

38%
30%

7RZRUNRXWLIΖFDQDRUGWRERUURZPRQH\
To work out the best way
to borrow money for my needs

26%
20%

To work our if I need to borrow money
I would not use free personalized help for managing
my money generally

9%

:RXOG\RXEHZLOOLQJWRXVHDXWRPDWHGDGYLFHIRU"
6LPSOHȴQDQFLDOSODQQLQJ

86%

8% 6%

Life insurance

84%

12% 4%

Invest monthly pension contribution

82%

12% 6%

Invest R100,000

81%

13% 6%

Invest R750,000

79%

13%

Convert R500,000 pension saving

78%

17%

73%

Convert R2.5m pension saving

Yes

No

23%

8%
5%
4%

Don’t know

:LOOLQJQHVVWRDFFHSWȴQDQFLDODGYLFHIURPQRQ)63V
ΖZRXOGQRWWDNHȴQDQFLDODGYLFHIURP
company which is not primarily a FSP

18%

Major digital media house

16%

Apple/Google

16%
13%

Major telecommunication company

12%

Major supermarket/retailer
Social media platform
e-commerce platform

11%
10%
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ΖQYHVWLQJ
6RXWK$IULFDQVKDYHVLJQLȴFDQWXQVDWLVȴHG
GHPDQGIRUHɝFLHQWDQGFRVWHHFWLYH
ways to invest small sums of money.
Automated advice is seen as a suitable
solution to service this market segment.
Our survey results show a strong bias
towards using automated advice for small
sums.
The low margins in the mass market and
the looming introduction of the new retail
distribution review (RDR) regulation in
WKHVHFRQGKDOIRIDUHH[SHFWHGWR
increase the attractiveness of automated
advice for price-sensitive segments.
Cost consciousness occurs across the
various wealth segments; however,
compared to UK consumers, it seems to be

less pronounced among South Africans.
The willingness to pay automated advice
fees that are close to fees for face-to-face
advice is relatively high.
Passive investment management is likely
WREHWKHEHVWDSSURDFKWRRHULQJORZ
fee automated advice for those investing
small sums of money. However, even for
managing larger sums, which typically
earn higher margins, deploying passive
automated advice for a certain portion
of the overall investments of increasingly
cost-conscious wealthy consumers might
be a viable solution. A hybrid model that
combines face-to-face or over-the-phone
advice with automated advice is likely to be
a viable option for servicing the wealthier
market segment that is fee sensitive but
invests amounts above a certain threshold.

Passive investment
management is
likely to be the
best approach to
RHULQJORZIHH
automated advice
for those investing
small sums of
money.
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6DYLQJIRUUHWLUHPHQW
As in the UK, the dominant occupational
pension providers are large insurers and
asset managers. Given their unrivalled
access to a large consumer pool, the
deployment of automated advice tools
would help them to drive down their cost of
service provision and hence expand their
customer pool.
While the FSB describes acting in the best
interest of the members of the fund to
ensure that they receive the best return on
their investments as a key role of pension
fund trustees, giving members the choice
of where and how to invest within the
parameters set by the pension scheme is
becoming increasingly commonplace.
However, the majority of occupational
pension fund members do not make use
of member choice and hence end up
in default funds that are not aligned to
WKHLUVSHFLȴFQHHGVRUFXUUHQWOLIHVWDJHV
Automated advice could be a powerful tool
to increase the engagement of members
and advise them on how to optimize their
pension contributions.
Furthermore, automated advice is a costHHFWLYHZD\WRSURYLGHPHPEHUVZLWKLQ
fund advice. Dynamic visual tools, which are
more engaging than descriptive text-based
communication, could be used to illustrate
key points of members’ savings journeys
VXFKDVWKHEXLOGXSRIIXQGVDWVSHFLȴF
intervals, the impact of risk on returns, and
progress towards goals.
In addition to increasing engagement,
automated advice could also make
DGYLFHPRUHDRUGDEOHDQGKHQFHPRUH
accessible to a larger pool of people.
While willingness to engage is high, South
Africans are not prepared to pay high fees
for automated retirement saving advice.
This high level of price sensitivity presents
a challenge for providers. Developing a
workplace pension portal with minimal
human intervention could prove to be a
viable option to overcome price sensitivity
issues.

)LQDQFLDO6HUYLFHV%RDUG5ROHRI7UXVWHHV

At retirement
Consumers experience the greatest
QHHGIRUȴQDQFLDODGYLFHZKHQWKH\
enter retirement. They have to decide
how to fund retirement with the savings
that they have accumulated over their
lifetime. Consumers are faced with tough
decisions—such as how much cash to
withdraw while leaving enough invested to
provide a suitable income—and complex
products. Overall, South Africans are most
interested in using automated advice that
provides them with options to minimize
their tax bill when they have retired.
Willingness to convert pension savings
using automated advice declines with age.
Consumers who are closer to retirement
age are the least willing age group to
replace a human adviser with automated
advice.
To make automated advice attractive, many
consumers would demand a large discount
on face-to-face advice. In our sample,
among those who would pay for it, almost
SHUFHQWZRXOGRQO\GRVRLIWKH\SDLG
less than one quarter of the typical fee
charged by a human adviser.

Given that both customer circumstances
and retirement options are often complex,
it is likely that FSPs will need to supplement
their automated advice solution with an
option of human interaction. In these
cases, a human adviser can check the
customer’s understanding and clarify
DQ\SRLQWVLIWKHȴUPQHHGVDGGLWLRQDO
FXVWRPHUVSHFLȴFLQIRUPDWLRQ
Over the longer term, as machine learning
DQGDUWLȴFLDOLQWHOOLJHQFHPDWXUHZHPD\
VHHȴUPVGHYHORSLQJPRUHIXOO\DXWRPDWHG
advice solutions that can meet regulatory
requirements and handle complex cases,
but in the short and medium term, a
K\EULGPRGHOLVPRUHOLNHO\WREHHHFWLYH
A hybrid model could also put customers
at ease as our survey indicated that South
Africans are concerned about the capability
of automated tools to deal with complex
questions and situations.
Automation can allow advisers to spend
less time on the more straightforward
parts of the process, such as data capture,
and instead focus on the high-value areas
such as tax considerations in more complex
FDVHVȂDQDUHDRIVLJQLȴFDQWFRQFHUQ
for South African consumers.

Automated advice could
be a powerful tool to
increase the engagement
of members and advise
them on how to optimize
their pension contributions.
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ΖQGLYLGXDOSURWHFWLRQ
According to the Association for Savings
and Investment South Africa, the insurance
gap has tripled over the last ten years
WRDERXW5WULOOLRQ3. Financial literacy
DQGDRUGDELOLW\DUHNH\UHDVRQVIRUWKLV
large gap. Around two million risk policies
ODSVHGZLWKLQWKHLUȴUVW\HDULQPRVWO\
because policyholders were unable to
DRUGWRSD\WKHLUSUHPLXPV4.
Our survey suggests that South Africans
are very open to using automated advice
for selecting personal protection. This
might be linked to the existence of webbased insurance quotation platforms,
which are widely known and used for car
insurance comparison services.
Automated advice can contribute to
consumer education by demonstrating

the need for protection and the risk
related to non-payment in a proactive
way and could help close the protection
gap. Consumers at risk of missing a
payment could be targeted with timely
communication explaining why they need
protection, what the implications of nonpayment are, and what to do about it, with
a link to an automated advice portal. We
would envisage this as being provided by
life insurers or face-to-face advisers in
partnership with another organization with
access to a wider pool of customers, such
as a bank or retailer.
Leveraging automated advice tools can
help to encourage more advisers to
recommend protection by giving them
quicker, light-touch sales channels.
Two opportunities for advisers stand out.

First, by using existing data that was
captured in, for instance, a bond
application process, application forms for
the protection to cover this bond could
be prepopulated. This would free up
valuable adviser time on the phone asking
customers for basic information. Second,
websites could be used to guide customers
through the relatively simple steps in the
advice process before speaking with an
adviser to complete the process.

3. I.e., the aggregate cover that is needed by
6RXWK$IULFDQVLV5WULOOLRQOHVVWKDQWKHWRWDO
cover provided by the insurance industry.
4. Personal Finance, Times may be tough, but
GRQ WFDQFHO\RXUOLIHFRYHU
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7KHIXWXUHRIDXWRPDWHGDGYLFH
LQ6RXWK$IULFD
While it is now common for traditional FSPs
in South Africa to use computer algorithms
WRDXWRPDWHWKHLUȴQDQFLDODGYLFHSURFHVV
and to embed this into their overall
digital strategy, the degree to which the
DXWRPDWLRQKDVEHHQLPSOHPHQWHGGLHUV
among providers.
Most providers have put digital tools into
the hand of their advisers to empower
WKHPWRVHUYHFOLHQWVPRUHHɝFLHQWO\ΖQLWLDO
concerns that sophisticated algorithms
might crowd out human advisers seem
to be unfounded. On the contrary, in an
environment where the margins of FSPs
have come under pressure due to factors
such as changing regulations, these
powerful tools enable human advisers to
serve a larger client base at lower cost.
Leveraging technology also enables
advisers to be better informed about a
broader range of products, serve more
clients than normal, and decrease their
own business overheads—thereby
mitigating against margin pressures.
Better-informed advisers are an important
step towards customer-centric advice.
Some advisers have started to put digital
tools directly into the hands of their
clients through online platforms or mobile
applications. These tools provide FSPs with
new ways to engage their customers and,
by cutting out face-to-face interaction,
ȴQDQFLDODGYLFHLVEHFRPLQJPRUH
DRUGDEOHDQGDFFHVVLEOHHYHQIRUORZHU
income earners.
While acceptance of digital tools has
increased, fully automated advice still faces
certain limitations and is usually only used
for single-goal or simplistic investments.
Given the novelty of fully automated advice,
market players have observed that most
clients still require a human “nudge” such
as a phone call or webchat with an adviser
to complete an investment decision online.

The introduction of automation in
WKHȴQDQFLDODGYLFHVSDFHDHFWVWKH
relationships between various industry
players. FinTech companies are often
seen as agile and innovative players that
have spearheaded the disruption in the
industry. However, due to factors such as
scalability, trust, and brand recognition,
VRPH)LQ7HFKVȴQGWKHPVHOYHVVWUHWFKHG
to their limits and have to consider forging
new alliances and partnerships to become
or stay viable.
Partnerships between FinTechs and FSPs
WHQGWREHPXWXDOO\EHQHȴFLDO)LQ7HFKV
are able to leverage the brand power of
traditional FSPs—an important advantage
in a trust-based industry—and hence
are able to reduce customer acquisition
costs and scale their operations faster
FRPSDUHGWRDVWDQGDORQHRHULQJ2QWKH
other hand, by collaborating with FinTechs,
traditional FSPs are able to implement
automated advice platforms faster and
at a lower cost.

To the point:
• 6RXWK$IULFDQFRQVXPHUVVHHN
DɝUPDWLRQIURPȴQDQFLDO
DGYLVHUV
• 6RXWK$IULFDQVDUHRSHQWRXVLQJ
DXWRPDWHGȴQDQFLDODGYLFHDQG
are prepared to pay for it
• The smaller the amounts
LQYROYHGWKHPRUHSUHSDUHG
6RXWK$IULFDQVDUHWRXVH
DXWRPDWHGȴQDQFLDODGYLFH
• 'LJLWDOWRROVSURYLGH)63VZLWK
new ways to engage with their
customers and, by cutting out
IDFHWRIDFHLQWHUDFWLRQȴQDQFLDO
DGYLFHLVEHFRPLQJPRUH
DRUGDEOHDQGDFFHVVLEOH

Leveraging
automated advice
tools can help
to encourage
more advisers
to recommend
protection by giving
them quicker,
light-touch sales
channels.

