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New investment apps: 
engagement of endangerment?

Self-directed investment is not new but use of the new generation 
of self-serve investment apps - Acorns, Robinhood and Trading 
212 to name a few - has exploded in recent years. The apps are 
slick, accessible, affordable and have enticed a whole new younger 
generation to enter the investment market. 

The rise of these apps has also come at a time when a lot of 
digitally-savvy younger people have found themselves with more time 
on their hands, less to spend their money on and unable to make any 
interest on cash deposits. Fuelled by social media influencers, forums 
and ‘successful investors’ (who look and sound like the young people 
themselves) on Reddit, Twitter, TikTok, Instagram and YouTube, these 
apps have captured the imagination of younger people. 

It is undeniable that the market has opened up to a generation 
notoriously difficult to engage in investing but what impact might the 
rise of these self-serve investment apps have on the traditional adviser 
channel? 

As the popularity of new investment apps continues, what impact do 
advisers think these might have on their business?
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Independent financial advisers play an important role for many investors. 
Advisers use their knowledge and expertise to build personal financial 
plans to achieve medium and long-term goals for their clients and 
typically separate financial planning from investment advice. 

So what are adviser views of these apps? Do they believe they pose a 
long-term threat to the traditional adviser market or actually do they 
think it could lead to opportunities given the higher levels of engagement 
among a much younger audience?

Our expert panel’s thoughts  
We asked a group of independent financial advisers from our Adviser 
Exchange Sounding Board their opinion on the outlook of this market.

The overriding response from advisers was one of caution. Advisers worry 
about the lack of knowledge and lack of research by young app users with 
limited disposable income.

Advisers themselves are heavily regulated, highly qualified, have to jump 
through compliance hoops to give advice and firmly believe that social 
media groups and so-called (unregulated) ‘experts’ could be a risky 
source of information.

“I do worry, in the heavily regulated world in which we live, how safe 
these things are. How safe is an app where you can just glibly gamble 
your life away? That strikes me as a retrograde step,” said one.

Another said: “It’s generally the younger generation who haven’t got a 
clue what they’re doing. The majority of people I know that are doing 
it don’t have anything else. That’s all they know. And they think they 
can do it on the cheap; they know better than anyone else and their 
mate told them to do it… Everything is focused around US tech stock and 
something they think looks really funky and they want to give it a go. But 
they don’t understand it.”
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heavily regulated 
world we live in, 
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is an app where 
you can just glibly 
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Advisers argue that any ‘investment’ through these apps is speculation 
and instant-gratification gambling. An adviser’s focus is more long-term 
financial planning, using appropriate tax wrappers and diversification. It’s 
not ‘get-rich-quick’ and advisers caution: “If it looks too good to be true, 
it normally is.”

Self-investing considerable amounts of money in single shares, 
cryptocurrency and foreign exchange is at odds with the message of 
diversity that IFAs advocate and is fraught with danger. “A diversified fund 
is hedging you against big losses on one thing,” said one adviser. “You 
would never advise a client to stick a whole load of money on one share.”

It also doesn’t take into account tax wrapper planning: “You need to 
make sure you’re utilising allowances and the right tax wrapper because 
if an investment manager delivers a double-digit return, it’s not good if 
it’s in the wrong tax wrapper.”

Engaging the younger generation
Despite strong reservations, some advisers do see potential opportunity 
from increased engagement.

Investment apps and, indeed, social media influencers are successfully 
engaging people at an earlier age - something the financial services 
industry has been grappling with for many years. 

“I would like to think that it’s a good thing getting younger people 
engaged and getting them interested in investing at an earlier age. And 
then hopefully it means when they have a larger amount of money, when 
people start to get quite nervous playing with that themselves, that’s 
when they will contact us.”

“A diversified fund 
is hedging you 
against big losses 
on one thing. 
You would never 
advise a client to 
stick a whole load 
of money on one 
share.”
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Advisers do also recognise that this is a segment of the market currently 
underserved by advisers – which could have made them more likely to 
turn to social media for information and guidance. There could also 
be some lessons to learn in terms of how apps have used tools and 
technology to engage and educate young people and, indeed, whether 
adviser firms should reassess their own offering. “There’s a whole chunk 
of people who aren’t served by advisers because we’re not excited about 
putting £100 per month into an ISA,” said one adviser. “If we could 
design one of these things to help us help these clients to self serve… 
that would be a fabulous idea.”

While investment apps have filled a gap in the market, there are also 
concerns. Indeed, the Financial Conduct Authority has recently warned 
that there are financially vulnerable younger investors engaging in 
“unsuitable” high-risk investing, many of whom could struggle to afford 
any losses.

Advisers would like to see some checks and balances in place to ensure 
it’s not a ticking timebomb. One adviser drew analogy with payday loans: 
“It’s like these loans you can get without any checks whatsoever. They 
lent you £100 at 1,000% APR and they were the best thing ever - until 
they were deemed not fit for purpose and they had to refund everybody. 
I think we might find something along those lines will be the case. I can’t 
see how we can allow inexperienced people to gamble their money on 
the stock exchange without any advice whatsoever.” 

To see more 

from Citrine 

Research, 

click here.

“I would like to 
think that it’s 
a good thing 
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earlier age.”
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