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Introduction
ABOUT THE RESEARCH
The following report was commissioned by Objectway and conducted by
Compeer to understand the digital agenda for the next normal in UK Wealth
Management. The findings are based upon a series of face to face interviews
conducted with a variety of UK Wealth Management firms including Private
Banks, Investment Managers, Full Service Wealth Managers and XO
Stockbrokers.
Responses have been anonymised to protect the data of the research
participants.

ABOUT OBJECTWAY
Building on more than 30 years of business expertise, Objectway is a fastgrowing international player in the Wealth and Asset Management space
empowering clients to embrace their future challenges while providing great
performance today. The group is a Global Top 100 fintech provider (IDC ranking),
whose clients include 200+ leading Wealth Managers, Banks, Asset Managers,
Fund Managers, Insurers and Outsourcing providers in more than 15 countries.
Objectway operates from offices in Italy, UK, Ireland and Belgium serving clients
in 4 continents, and supporting approximately 100,000 investment professionals
to manage more than £1 trillion in assets.

ABOUT COMPEER
Compeer is the premier provider of business performance benchmarking for
the UK Wealth Management and Private Banking industry, providing essential
contributions to guide strategy and planning. As well as undertaking primary
research for clients and the industry, Compeer organises specialist Wealth
Management events throughout the year, generating a unique insight into the
key issues driving business performance in the Wealth Management industry.
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Key Findings
— Inefficient technology is the key limiting factor for many firms’ future growth
targets. The focus for many is to replace legacy systems and digitise the
front office to drive productivity, enable scalability and enhance the client
experience.

— Client portals are often limited by view-only functionality. Future
developments will target new features to make the portal more
interactive , giving clients more access to their portfolio and their adviser.

— In response to the pandemic, the level of digital has increased significantly.
Wealth managers almost doubled their annual investment into IT in 2020 to
provide the much needed digital overhaul to maintain business as under the
working from home environment.

— Digital services rely on accurate and reliable data. Understanding exactly
what the client wants is crucial to any digital development. However, many
firms do not have the right tools in place to capture, analyse and draw value
from their client’s data.

— Given the state of digital in Wealth Management, firms do not believe
their underinvestment into digital is making them less competitive, as
the standards are currently low across the industry. However, as client
preferences for digital change, firms agree that a poor digital offering could
result in loss of market share.

— ESG is no longer seen as just a trend (key findings), but an opportunity for
growth. Firms are building a business case for ESG and their strategies are
driven by a combination of enthusiastic employees and a surge in demand
from clients.

— A successful ESG proposition is built on trust and transparency with clients.
Wealth managers must demonstrate their ESG values align with those of
their clients by making it simple to interpret ESG data and understand the
impact of their investments.
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Sample Background
Based on viewpoints from across the industry, this research covers a variety of
firms in the market with around £2bn of managed assets, to larger and more
established firms looking after more than £15bn of private client investments.

ABOUT THE FIRMS INVOLVED IN THIS RESEARCH:

7474

18.2%

— £
bn TOTAL AUM
£
bn
— Average Profit Margin: 18.2%
TOTAL AUM

AVERAGE PROFIT MARGIN

— Total Revenue: £353m
— Total IT Spend: £49M

£

353m

TOTAL REVENUE

49m

£

TOTAL IT SPEND

SERVICES OFFERED:
—
—
—
—

Discretionary Portfolio Management
Private Banking
Financial Planning
Execution Only Stockbroking

IN ADDITION TO THESE SERVICES, WE FOUND THAT 83% OF
FIRMS ARE DEVELOPING NEW PRODUCTS OR SERVICES OVER THE
COMING 12 MONTHS. THESE SERVICES INCLUDE:
—
—
—
—

Sustainable funds to expand the ESG offering
Update website and portal functionality to deepen client engagement
New CRM systems to support data management and onboarding
Expand the capabilities of existing financial planning services
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Digital
Transformation
The traditional Wealth Management model has, up until now, succeeded with
less digital capabilities compared to wider financial services.
However, following changes in recent years, and in response to the COVID-19
pandemic, the industry is fast-tracking digital development to improve internal
performance and maximise the client experience.

WEALTH MANAGERS EXPLAINED THEIR FUTURE DEVELOPMENTS
WILL TAKE THE FORM OF:
—
—
—
—
—
—
—
—
—
—
—
—

Implementing a new CRM system
Developing or upgrading the client portal
Utilising e-signature software
Promoting a more flexible approach to remote working
Working on process automation
Focus on data integration
Extracting more value from client data
Providing consistent service quality across business units
Developing the onboarding process
Consolidating website, portal, and app across business units
Ensuring digital doesn’t replace the bespoke nature of service
Continuing the momentum of digital change achieved during the pandemic
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HOW IMPORTANT ARE DIGITAL SERVICES IN ACHIEVING THE
FOLLOWING BUSINESS OBJECTIVES?
1 = LEAST IMPORTANT

4.2

5 = MOST IMPORTANT

ACQUIRING NEW CUSTOMERS

Firms can use their digital offering as a method of differentiating their services in the market. The
challenge firms face is how best to demonstrate the value and explain the digital elements of their
service to prospective clients.

4.0

PROVIDING EXISTING SERVICES IN A MORE COST-EFFICIENT OR SCALABLE WAY

Digital is rarely seen as a cost cutting exercise. Instead, it is method to enable scalability and improve
the client experience. Onboarding is currently a key area of focus which causes frustration for both staff
and clients.

3.8

DEVELOPING EXISTING CUSTOMERS

Technology is being used to maximise the user experience for existing clients, to take the service firms
offer to a new level. Through digital tools, firms are able to keep customers’ attention alive with the
implementation of highly customised communication tactics and experiences.

3.5

RETAINING EXISTING CUSTOMERS

Digital is being used to enhance the convenience of a firm’s services, to build brand loyalty and develop
relationships with clients. Firms predict as wealth is passed down between generations, a poor offering
could create dissatisfaction leading to client outflows.

PLEASE RATE HOW WELL YOU BELIEVE THE FIRM’S TECHNOLOGY
MEETS THE FOLLOWING CRITERIA:
1 = LEAST IMPORTANT

5 = MOST IMPORTANT

3.8

HAS EFFECTIVE MANAGEMENT CONTROL

3.3

PROVIDES VALUE FOR MONEY

3.0

IS SCALABLE TO SUPPORT BUSINESS GROWTH

2.5

IS EFFICIENT
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A lack of efficiency and inability to scale are currently holding firms back from
achieving their growth targets over the next 5 years. To manage the increased
workload, and improve the efficiency of their operating model, upgrades to CRM
systems, the onboarding process and client portals are among the key systems
to be improved.
COVID-19 has proved a real wake up call to the quality of digital in Wealth
Management.
Without the ability to meet clients in person, or work from the office, firms
have been forced to rely on their digital tools - leaving many regretting a lack of
digital investment.
In 2020, total IT costs have risen by 15.1%, almost double the previous year
(7.8%), as firms raced to upgrade their digital capabilities.
The response from staff was extremely positive. All firms praised the reaction
they saw internally, with minimal productivity loss as staff worked from home.

“Haven’t missed
a beat during the pandemic”
The more progressive firms, who had already worked on remote working prepandemic, were obviously more well suited to flexible conditions.
While on the other hand, the less advanced firms struggled with productivity as
the lack of technology amplified problems with reporting and compliance. The
reliance on manual processes and paper copy reports required staff in the office
to organise, print and post quarterly reports and 10% drop notices. While their
competitors had automated systems in place to produce and distribute these
reports electronically.

“Digital is there to support the front office,
not replace it”
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Alongside reporting, onboarding has also caused multiple issues throughout
the pandemic. For many, the current process requires physical intervention at
multiple stages.
However, these problems were not just localised to wealth managers with poor
digital services. Even the more tech oriented XO firms saw their services struggle
at times.
In 2020, XO clients made 36.1 million trades, up from 18.7 million the year
before. This spike in demand caused server crashes at times of increased traffic.
Work has since been focused on preventing this happening in future, with many
disgruntled clients unable to login and capitalise on key moments such as the
vaccine announcements.
Beyond the pandemic firms are hoping to continue this momentum and capitalise
on the appetite for digital from both staff and clients.

WHAT ARE YOUR MOST IMPORTANT PRIORITIES FOR TECHNOLOGY
IN THE COMING YEAR:
1 = MOST IMPORTANT

1.8

5 = LEAST IMPORTANT

ENHANCED DIGITALISATION

During the pandemic, digital tools have demonstrated their value. Now firms are looking at how to add
more value across the front office and client lifecycle.

2.1

CLIENT SUITABILITY

Using more advanced analytical tools, firms are looking at new ways to understand their client’s
preferences and create value through a more personalised service.

2.2

BETTER CLIENT COMMUNICATIONS

Digital tools provide the opportunity for more access to their wealth manager to make the clients life
as convenient as possible.

2.2

IMPROVE EFFICIENCY DEALING WITH COMPLIANCE/REGULATION

Compliance remains a barrier to progress which must be considered at each stage of development.
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2.2

CLIENT ONBOARDING

Developing smooth onboarding process can start the client relationship on a positive footing and provides
the chance to efficiently capture data and feed it into the CRM system.

2.2

UPDATING/CHANGING LEGACY SYSTEMS

The pandemic amplified the problems created by legacy systems which prevent further growth across
the industry.

2.7

SYSTEMS INTEGRATION WITH 3RD PARTIES

Effectively linking to external systems is core to the functionality of the digital ecosystem.

3.5

ROBOTIC PROCESS AUTOMATION

Despite its potential to improve operational efficiency, firms find it hard to develop relevant cases for RPA.

When asked about moving to the cloud, we found that 67% of firms have already
migrated their data and services. Most wealth managers prefer to use a private
cloud for security reasons as public clouds come with an additional set of risks
and a loss of control.

“We are always looking at cyber security, so this
is an ongoing priority, especially during the
pandemic”
Traditionally, Wealth Management firms prefer to build systems in-house
rather than outsource.
Across the industry, outsourcing costs make up less than 4% of total IT costs.
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LARGER FIRMS, WITH AN IN-HOUSE TECHNOLOGY TEAM, PREFER
TO KEEP DEVELOPMENT IN HOUSE FOR BENEFITS WHICH INCLUDE:
—
—
—
—

Cut out the middleman to target specific areas of weakness
Not relying on external parties for updates or technical issues
Provide a fully bespoke user experience (UX)
Sole ownership of technologies intellectual property (IP)

“If you are building a journey for your customers,
why would you outsource that if it is so
important?”
Whereas the smaller firms are happy to work with a specialist outsourcer to
leverage their expertise and existing IP.

“Without the right resources, outsourcing is the
way forward for us”
These firms acknowledge they are primarily wealth managers and not digital
specialists, therefore the optimal solution is to work with a dedicated technology
provider.
One drawback of developing systems in-house is that, due to staff turnover, when
it comes to supporting or upgrading the technology, the appropriate personnel
may no longer be available.
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Improving the
Client Experience
The portal is currently the heart of the digital experience for clients.
A well-developed portal can provide clients with unlimited access to their
portfolio and a direct channel to communicate with the relationship manager.
Although all of the firms in our research currently offer a client portal, capabilities
of the portal varies greatly between firms.

THE MORE BASIC VIEW-ONLY PORTALS OFFER BASIC SERVICES
SUCH AS:
—
—
—
—

Online valuations
View current holdings
Deliver client reports
Display overnight prices

WHILE THE MORE ADVANCED INTERACTIVE PORTALS CAN OFFER A
WIDER RANGE OF SERVICES SUCH AS:
—
—
—
—
—
—
—
—
—
—

Secure messaging
Update personal information
Personalised portal for each client
Money transfers & online payment
Access via mobile app
Live price updates
Specific capabilities for IFAs
Onboarding
Appointment bookings
Secure document signing

With no firm offering a portal capable of all of these features, interviewees
discussed the main areas they are looking to develop next:

ONBOARDING:
Firms are looking to integrate onboarding into the portal to offer clients more
exposure to the process. Providing clients with the ability to login and sign
documents can significantly speed up the time taken to onboard each client.
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SUITABILITY:
Developing a more interactive portal can allow clients to update their data ahead
of suitability reviews to track changes and tailor products to their needs.

REPORTING:
Digitising the reporting process can significantly reduce the cost of printing,
improve process efficiency when producing the reports and reduce the delivery
time.

COMMUNICATION:
In times of heightened uncertainty clients want information and reassurance.
An interactive portal can offer an open, but less formal channel of communication than email or phone.

PERSONALISATION:
Capturing data across the entire client journey can enable the building blocks for
a truly unique and personalised experience for each client.
In response to the pandemic, technology has revolutionised the way firms
interact with their clients by digitising the client engagement model.
As a substitute to face-to-face meetings, video calls have taken centre stage - to
a very positive response from staff and clients alike.
When discussing client engagement, firms explained the many benefits video
calls have provided this year, although they do not come without drawbacks.
The major concern firms highlighted is the challenge of building the same level
of rapport and trust with clients that could be done in person.
However, despite these concerns, Compeer data shows that annual client
inflows for wealth managers were up to £123bn in 2020, from £112bn in 2019,
while asset outflows were down from £86bn in 2019 to £72bn in 2020.
The pandemic has also accelerated usage rates for digital services.
Through Microsoft Teams, Zoom or WebEx firms have been able to communicate
with clients on a regular basis to provide a comparable quality of service, while
saving the associated travel time that comes with in-person meetings.
As a reaction to the increased market volatility and uncertainty, firms provided a
range of media updates, analysis, and newsletters to clients.
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With the end of social distancing measures in sight, there has been an increase
in demand for face-to-face meetings from clients. However, firms explained
they are expecting to continue delivery updates via digital given the successful
response throughout the pandemic.
Finding the right balance between traditional and digital services relies on
understanding each client’s preferences.
Capturing and analysing client data can provide powerful insight to drive future
digital developments. With the depth of data available to firms, value can be
added at each stage of the client lifecycle to provide a personalised service.

“Data is key, it’s the new gold”
Drawing value from client’s data is the next step of the digital strategy. This will
allow the portal to provide targeted adverts for products and services instead of
the current method of blanket marketing across all clients.

“Role of data is massive, if you haven’t
got the data right it can lead to a horrible
and impersonalised experience”
The firms who offer a wide range of services explained how they are using data to
understand their client preferences further, to enable cross selling opportunities.

“It is simple to make something that is
functional, but you need data to drive decision
making and build a personalised service”
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Currently firms rely too heavily on the investment manager knowing the client
on a personal level. Given the low level of cross selling, firms admit this is not
an effective method, and through data analysis they know they can generate a
deeper understanding of client demands.
Artificial intelligence (AI) could be the tool to maximise the value of client data.
In the current state of Wealth Management AI is not widely used. However,
there is no doubt over its potential – wealth managers explained they simply
struggle to find useable cases for it just yet.
Chatbots have been used as a trial run for AI by a number of firms. They have
found AI is capable with basic client queries, however the technology falls short
of the mark for more complex technical questions.
From their experience working with service providers, wealth managers have
seen many AI based solutions, but felt the systems and their providers lacked the
maturity to warrant the time and investment associated with a risky, emerging
technology.
In future firms are optimistic about the role of AI, especially in the monitoring
of client data to take personalisation to a new level.

HOW DO YOU RATE YOUR CLIENT DIGITAL OFFERING COMPARING IT
TO YOUR DESIRED "IDEAL" STATE?
ON A SCALE OF 1-5, WITH 5 BEING “HAS ALREADY REACHED”

2.2

HOW DO YOU RATE YOUR CLIENT DIGITAL OFFERING AGAINST YOUR
PEERS IN THE WEALTH MANAGEMENT INDUSTRY?
ON A SCALE OF 1-5, WITH 5 BEING “MARKET LEADING”

2.8
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Interviews demonstrated firms understand the limiting factors and recognise
these areas for improvement needed to reach their ideal state.
The feeling among firms is that while their own offering may not be outstanding,
it is on par with their competitors. The industry has a long way to go to reach its
digital goals, but the attitude in the market is that all firms are in the same boat.
Most wealth managers will admit their digital offering isn’t ground-breaking,
however they are not losing market share due to a lack of development.

CAN A MARKET LEADING DIGITAL OFFERING BE A SIGNIFICANT
COMPETITIVE ADVANTAGE?

100 %

YES

As the rate of digital change picks up pace, it will be interesting to see how far
some firms are willing to go in using digital to differentiate themselves in the
market, and who is looking reach parity with their competition.

“Clients are becoming far more demanding of a
good digital offering, especially as a result of the
last 12 months”
ALL OF THE FIRMS INVOLVED IN THIS RESEARCH AGREE THAT
DIGITAL WILL NOT JUST BE USED AS A HYGIENE FACTOR, BUT AS A
METHOD TO GENERATE A COMPETITIVE ADVANTAGE IN TWO KEY
AREAS:
— For the client, firms can create a personalised set of tools which allow the
client to interact with their wealth at their own convenience.
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— For the front office, manual administrative tasks can be automated to
empower staff to manage more clients and increase front office productive.
Alongside this, the quality of digital tools will strengthen the brand and reputation
of a wealth manager.
Across the industry referrals remain the dominant source of new clients. Compeer
data shows that in 2020 46% of new business was sourced from referrals.
No longer solely reliant on investment performance alone to attract new clients,
the strength of the digital toolkit will play a key role in the attraction and
retention of clients.

“We want it to be as easy as doing your shopping
on Amazon”
Alternatively, a poor reputation runs the risk of losing out on new business.
This issue will be especially prevalent in strategies focusing on attracting the
next generation of clients.

“The last thing we want is to lose clients to peers
because our digital offering was not good enough”
Whether firms are looking to attract new, younger clients or maintain the
relationship with the children of their existing clients, their digital offering could
be a dealbreaker.
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ESG & Sustainable
Finance
ESG is not just a trend, it is reshaping the way we look at investment philosophies,
culture, and conduct.
Given the highly competitive nature of Wealth Management, ESG is an
opportunity for firms to differentiate their services, capture alpha and make a
positive impact on the world.
The drive for ESG has been led in equal parts by the changing demands of clients,
who want to know the impact of their money and a core of passionate employees
concerned about widespread environmental, social and governance issues.
Internally, firms are looking at how they can align their business model and
culture with the ESG offering they provide to clients.
A large step towards this has been the move to become paperless. The impact
of paperwork is not only costly to the firm, but to the environment. Making the
shift to digital not only significantly reduces the number of trees cut down each
year, but can improve the efficiency, speed of delivery and security associated
with paperwork.

“Valuations can be delivered digitally, but
relatively low percentage of client use the app,
and not even all of them are paperless”
Interviews revealed one of the major hurdles in their ESG strategy is how best to
demonstrate their ESG culture to clients.
It can be counterproductive and hypocritical to present information about saving
the planet printed on reems of paper each quarter.

“We are always looking at ways to become more
sustainable as a business, not just the products
we offer”
Setting the Digital Agenda for the Next Normal | COMPEER | OBJECTWAY
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A successful ESG offering is built on trust and transparency to let clients fully
observe the impact of their assets.

PLEASE RATE THE MOST IMPORTANT FACTORS DRIVING THE
COMPANY’S ESG STANCE?
1 = MOST IMPORTANT

1.5

5 = LEAST IMPORTANT

KEEPING UP WITH THE UPCOMING ESG REGULATORY REQUIREMENTS

1.7

GENERATING ALPHA

1.7

CLIENTS AND EMPLOYEES EXPECT ESG FOCUS

1.8

ATTRACTING NEW CLIENTS AND INCREASE ASSETS UNDER MANAGEMENT

2.3

POTENTIAL IMPACT ON COMPANY’S BRAND AND REPUTATION

3.0

RISK MANAGEMENT

As the two key drivers for a firm’s strategy, client demand and regulation will
shape the future of ESG in UK Wealth Management.
Compeer research shows that 80% of clients request some access to ESG compliant investments in their portfolio, while this figure rises to 94% for clients
under the age of 40.
Investors are interested to increase their understanding of ESG and how they
can incorporate ESG into their portfolio. Unsurprisingly, 100% of firms see ESG
as a commercial opportunity.
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“If our competitors offer it and we don’t, we will
get left behind”
Firms are currently at various stages of readiness with respect to ESG. Just over
70% had a stated ESG policy with the vast majority of the others stating they
would create one this year. The majorityof firms believe it will have a ‘high’ or
‘severe’ impact on their investment strategy in the next 12 months.
One of the major challenges identified is integrating ESG into the investment
management framework. For example, managing and measuring ESG risk of
portfolios and making sure that it is in line with specific client preferences.
A handful of firms had a vertically integrated risk engine/module with portfolio
management which they believe provides them with an edge. Almost 90% of
firms agreed that this could be beneficial.
Personalised reporting and portfolio updates are also seen as key
differentiators for clients when it comes to ESG. Indeed 2/3rds will consider
moving to another firm because of this. Currently 43% of firms report ESG
metrics of investments to clients, while all the firms who don’t, intend to start
reporting in the coming months.
Before wealth managers can finalise their long term strategies, they must wait to
see the regulatory roadmap unfold.
All eyes are on the FCA to see whether they will follow in the footsteps of the
EU or carve a different path. Recent changes to MiFID II and SFDR have not made
it clear what is expected from wealth managers in the UK.
The feeling among wealth managers is that while client demand is bringing
attention to ESG, ultimately, regulation is what will drive and shape their ESG
offering.
While un-regulated, each firm will create their own unique ESG offering.
With no clear definition of what ESG is, the door to greenwashing remains ajar.
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