
Although seen by some as futuristic, the transformative potential of AI is already in reach and already
being used by Australian advisers.

Unless you have been living on another planet recently, it has been hard to avoid the topic of artificial intelligence. While ‘AI’ has actually been around for
a long time, it was really the release of ChatGPT at the end of November 2022 that sent the whole world crazy for AI.

A little like the industrial revolution, there are two perspectives from which to view the AI ‘revolution’. There’s the pessimistic perspective of which jobs are most at risk of being replaced
by AI (the good news for you as the reader is that financial advisers aren’t high on that list, the bad news for me as the author is that copywriters are!), and then there’s the excitement
about the endless possibilities for AI to revolutionise our lives and indeed just about every field of human endeavour. This is the perspective that sees the share price of Nvidia runway
ahead of its actual current earnings.

But regardless of which perspective you take, and how futuristic you may think AI is, the reality is that AI is already here, and is already being used by financial advisers in Australia, to
deliver better customer experiences, to make better decisions, and to operate more efficiently.

Reinforcing this point, a recent study[1] of Australian advisers found that most believed AI would be the technology that had the greatest impact on advice practices over the next five
years.

In this article, we will examine AI through a practical lens, exploring the ways it can be used in conjunction with existing technologies to improve adviser and advice practice performance
across portfolio construction, the advice process, the client experience, administration, compliance, and marketing.

First – a recap

Before we begin our exploration, it is worth briefly recapping some of the common language used in conversations about AI.
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AI will replace jobs – but advisers shouldn’t be worried

Much has been made of the likelihood of AI cutting a swathe through the job market. Certainly, as with any technological advance, an impact on the workforce is to be expected. But AI
promises quite the disruption. A report[2] published by the World Economic Forum in 2020, for example, predicted 85 million jobs will be replaced by AI by the year 2025. Mckinsey’s
more conservative 2021 estimate[3], on the other hand, is 45 million by 2030.

One recent list of roles most likely to be impacted showed the power of AI to generate content, with the top 10 list including copywriters, graphic designers, and even software coders.
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It may or may not come as a surprise that ‘financial adviser’ doesn’t feature in such lists. Despite the predicted surge of interest in pure robo-advice (which AI is well positioned to
support), the real-life market experience, and countless research studies, show that people still want the human touch in their advice, partly because they don’t fully trust machines to get
it right.

The latest survey to reinforce this point was conducted by CNBC, which found that the vast majority of adults – 63% – aren’t interested in using generative AI tools specifically for
financial advice[5].

A further survey[6] by the CFP Board, found that, of the 4% who are already using AI tools for financial advice, more than half (51%) are verifying the information and recommendations
they receive with a real – human – financial adviser.

Big picture applications for AI

The vast potential for AI to be a ‘game changer’ for financial advice becomes obvious when we consider how much of advice is reliant on data, and the use of that data to drive insights,
then create rules and make decisions based on those insights. At a high level, aspects of advice that will be revolutionised by AI include:

Data analysis and decision-making

AI can rapidly process large volumes of data, including historic and current market information and client specific data, to identify trends and produce insights. The power of AI lies in its
ability to process complex, unstructured data and create actionable intelligence, in effect providing answers to questions which we didn’t even know to ask. Decisions and
recommendations based on these insights will be grounded in more evidence, and will be more robust, leading to better client outcomes.

Automated portfolio management

AI-powered algorithms are transforming portfolio management by automating key processes, including algorithmic trading based on predefined rules, scanning a wide range of sources
(including news and social media coverage) to develop more robust research on specific stocks, automatic real-time portfolio rebalancing at a more personalised level, and more efficient
(cost effective) trading.

Back office/administration

Integrating AI into existing systems can allow automation of tasks such as document production, client data gathering, onboarding, and reporting.

Personalised recommendations

By analysing individual client data such as, risk preferences, time horizon, financial goals, and even past investment decisions, AI can generate truly tailored investment
recommendations far quicker, and to a far more granular level, than humans can do alone. AI makes it viable to genuinely start with a clean piece of paper, rather than relying on a cookie
cutter approach,

Customer service and chatbots

AI-powered chatbots and virtual assistants are revolutionizing customer service in financial advice. Indeed, research by Netwealth[7] suggests that, of those Australian advice firms who
are ‘dipping their toes’ into the AI water, the majority (65%) are experimenting with the use of chatbots.

These chatbots can handle routine customer inquiries, provide basic financial information, and assist with account management. By automating repetitive tasks, financial advisors can
focus on more complex and high-value activities.

AI-driven customer service solutions improve response times, provide 24/7 support, and enhance overall customer experience. Clients can access relevant information, obtain quick
assistance, and feel more engaged with their financial advisors, strengthening the adviser-client relationship.
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AI can play a crucial role in risk assessment and mitigation for financial advisors. Furthermore, AI algorithms can detect patterns and anomalies in financial transactions, aiding in fraud
detection and prevention, and even monitoring cyber security breaches.

Compliance and regulatory adherence

AI powered RegTech can monitor transaction data and communications and alert advisers to potential compliance issues, faster, more comprehensively, and far cheaper than the
equivalent human system.

Client communication and marketing

For many advisers, writing is not a core strength, and generative AI can be used to craft client facing communication, such as document templates, newsletters, articles, and even
personal emails. Google already uses the power of AI to help advertisers become more effective in their selection of keywords and target audiences when implementing SEO strategies.

At the coalface, how are Australian advisers using AI?

As mentioned above, of those advisers already experimenting with AI, most are focused on trialling chatbots.

When we further expand the universe to also include areas where advisers are interested in exploring the potential for AI, we can see a strong focus on communication, content, and
document production:

Practical examples of how to use ChatGPT now

Using ChatGPT to create written content may well be the easiest and quickest way for advisers to start on their AI journey.

Specific examples can include:

writing emails on specific topics
writing blog posts for LinkedIn or your website
creation of educational materials, such as ‘how to guides’
summarising meeting notes into a more professional format
summarising and simplifying long-form content, for your own benefit, or for clients’
conducting research (notwithstanding the free version of ChatGPT is still limited to data from September 2021 or earlier.

Of course, ChatGPT isn’t perfect, indeed it frequently makes fact-based errors, but in terms of crafting the written word, it is very, very good (which is why copywriters are under so much
threat!). For this reason, most observers, including US advice guru Michael Kitces, encourage users to think of ChatGPT as providing drafts of materials, which advisers then need to
edit, fact check, and, if needed, personalise. As Kitces says, it is far easier to edit than create something from scratch.

A couple of real-life examples below show the prompts typed in to ChatGPT by Kitces, and the actual response from ChatGPT.

Example 1

ChatGPT is asked to ‘write an email to calm my investment client who is worried that mass adoption of ChatGPT and other AI tools will cause mass unemployment and trigger a stock
market crash in the next few years.’
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Example 2

In this example, ChatGPT is asked to create three social media posts, based on a longer article the adviser had previously written (perhaps with the help of ChatGPT!).
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Example 3

In this example, ChatGPT is asked to generate headline ideas for a previously written article.
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Tools that can work with ChatGPT

As an open-source platform, many companies are taking ChatGPT as a base, and then tailoring around their own needs and systems. While in the long run ChatGPT is likely to be
integrated directly into advisers’ core systems, in the meantime, there is a growing range of third party add-ons and plugins that can help advisers be specific in their use cases.

Advisers can sign up for ChatGPT free of charge, and immediately start prompting it for content. At this stage, content which requires data after September 2021 is only available through
the premium ChatGPT Plus service.

At present, ChatGPT cannot accept document loads, it can only summarise pasted-in text, which is subject to word limits. However, Microsoft is already trialling a product called ‘Co-
pilot’, which will integrate ChatGPT directly into Microsoft’s Word, Excel, PowerPoint, and Outlook applications[12].

Merlin[13] is a Chrome extension that, when added to a browser, can give ready access to ChatGPT, enabling users to summarise content they are viewing online, or generate emails
through a browser-based email service (e.g., Gmail).

If anything is certain, it is that the rapid pace of adoption of ChatGPT and similar AI systems (such as Google Bard[14]) is likely to be matched by the rapid roll out of innovative tools to
help leverage their power.

Summary

The article has shed light on the multifaceted landscape of AI, offering both a glimpse of its potential and the practical ways it can be harnessed by financial advisers in Australia.

The practical applications of AI, exemplified by ChatGPT and similar systems, are vast, with the potential to revolutionise various aspects of financial advice. From data analysis and
automated portfolio management to back-office administration, personalised recommendations, and enhanced customer service, AI stands as a valuable ally to advisers, streamlining
tasks and enhancing client experiences.

Content, customer communication, and document production is arguably the easiest area for advisers to start their AI journey.

The rapid development and roll-out of new tools designed to leverage the capabilities of AI should make the power of AI more accessible, to even small practices, enabling a revolution in
practice efficiency and client experience.

As evolutionary as AI may be however, it is clear that the ‘human touch’ will remain a cornerstone of financial advice, ensuring trust, understanding, and a personal connection in a world
increasingly driven by technology.

Take the FAAA accredited quiz to earn 0.75 CPD hour:
 

CPD Quiz

The following CPD quiz is accredited by the FAAA at 0.75 hour.

Legislated CPD Area: Client Care & Practice (0.75 hrs)

ASIC Knowledge Requirements: Skill Requirements (0.75 hrs)

please log in to start this quiz
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