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Industry Outlook, Ethical Implications
By Mark Harbour CPA, CIMA®, CFA®

Observations Ethical Implications

“Future State of the Investment Profession,” CFA Institute
https://www.cfainstitute.org/learning/future/Pages/future_investment_profession.aspx

Outlines megatrends using four scenarios that advisors and firms 
need to address:
• Fintech disruptions and transformation
• Parallel worlds and demographics; geographically different groups 

and preferences
• Increased longevity, lower earnings on investments
• Purposeful capitalism; fiduciary and environmental, social, and 

governance (ESG) issues

Presents game changers for these scenarios:
• New skills, including soft skills, for new circumstances
• New pensions and lifetime savings models
• Evolving states of trust that require specific communication models 

to fill gaps in understanding.

Note: In particular, see “Evolving States of Trust,” (pages 54–56 in the 
complete study pdf).

Who is primarily responsible for ethical considerations in developing 
algorithms and fintech solutions?

Are advisors prepared to address different ethical considerations 
(trust, empathy, relationship building) that emerge differently by 
demographic group? What resources are available?

More planning will be required as longevity grows. How will advisors 
address time-horizon issues responsibly to maintain fiduciary respon-
sibility?

Should advisors (and if so, how) include client perspective for ESG 
considerations in developing their investment policies?

How can advisors learn to be empathetic?

Are there assessment tools or metrics that advisors can incorporate to 
evaluate the trust clients’ have in our services?

“Discovering Phi: Motivation as the Hidden Variable of Performance,” CFA Institute and the State Street Center for Applied Research 
https://www.cfainstitute.org/learning/future/Pages/motivation_the_hidden_variable.aspx 

This study examines the premise that advisor motivations are crucial 
to relationship building and practice success. Among the conclusions: 

“… communication includes two parts—a content part and a rela-
tionship part. The relationship part can become the most important 
element of the communication if the relationship itself is not well 
defined” (p. 38). 

Includes a “phi test,” which may be helpful for firms or teams seeking 
to improve their performance. 

Note: See “Endnotes” for additional reading resources relevant to the 
study (pp. 50–52).

Should advisors’ motivations be tested or evaluated as a screening 
tool for team building?

Do advisors’ motivations lead to conflicts of interest among advisor, 
firm, and client?

Do motivations affect an advisor’s capability for empathy in com-
municating with clients (i.e., are they important in the discovery 
process)?

Should firms develop a set of minimum threshold criteria for motiva-
tions in selecting advisors?

If motivations emerge from personal values, should firms pursue a 
values-based approach for advisors to use in their practices?

“10 Disruptive Trends in Wealth Management,” Deloitte 
https://www2.deloitte.com/content/dam/Deloitte/us/Documents/strategy/us-cons-disruptors-in-wealth-mgmt-final.pdf

Among the coming disruptions discussed here are the following:

• The winning advisory model will likely be a hybrid that combines 
the best elements of technology and human-based advice (p. 6).

• Wealth management firms and advisors shift to holistic, goals-based 
advice and measure performance based on achieving clients’ goals 
within agreed timeframes—not beating benchmarks (p. 9).

• Roughly one-third of U.S. financial advisors will retire in the next  
10 years (p. 12).

How can human empathy and values be more effectively incorporated 
into new technological approaches to client service?

How do advisors shift client dialogue to develop relationships of trust 
based on fiduciary objectives?

Is having a succession plan becoming an element of true compliance 
with being a fiduciary?
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“The State of Retail Wealth Management 2016,” PriceMetrix (McKinsey & Company)
https://www.pricemetrix.com/state-of-retail-wealth-management-2016/

Key highlights of retail wealth management discussed here are the 
following:

• Growth has slowed due to fewer new-client relationships, declin-
ing trade volumes, and a reduction in price levels across fees and 
transactions.

• There is a continuing trend of creating deeper client relationships 
but working with fewer clients.

• The proportion of fee-based revenues and assets has grown, with 
stronger growth in discretionary accounts.

• Demographics are shifting, with baby boomers representing the 
majority and weak penetration of generations X and Y.

Key questions to emerge are the following: 

• Do advisors have the right tools and right motivations to target 
the right clients? Can they add enough of these clients to support 
growth expectations?

• How will the next generation of investors’ service expectations 
differ from the baby boomers’, and how can they be met?

• How can firms help advisors navigate the choppy waters of pricing 
given new competitors, greater transparency, and evolving client 
expectations?

“Balancing Professional Values and Business Values,” Bogle (2017)

Bogle advises advisors about ways to cope with the past few decades’ 
extraordinary changes in society, technology, and market forces:

• Bogle cites Gardner and Shulman (2005), which describes the six 
characteristics that define a profession and suggests, “The primary 
feature of any profession [is] an inherently ethical relationship 
between the professional and the general society.”

• Bogle discusses the balance between “business” and “profession.”
• Bogle reviews the foundations of professional investing and outlines 

challenges and suggests implications and potential pathways of 
value.

Key questions include the following:

• Should advisors shift client perspective to the utilitarian benefits of 
long-term investing?

• Should our new fiduciary standard apply to anyone who handles 
other people’s money?

• Does the pressure for earnings growth in major investment firms 
conflict with the fiduciary role of the advisors who work in those 
firms?

• Do disclosures of conflicts of interest satisfy a professional advisor’s 
fiduciary duty, or are additional steps required to manage these 
conflicts?

• Bogle recommends investors “eliminate emotion” from their 
investment programs. How should advisors help clients achieve that 
objective?

“Top Ten Trends in Wealth Management 2017,” Capgemini
https://www.capgemini.com/resources/top-ten-trends-in-wealth-management-2017/

Provides a substantial review of fintech aspects of the advisory world, 
including suggestions for integrating fintech tools with specific 
firm-designed client solutions based on three emerging models: 

• A purely automated advisory model
• A holistic goals-based financial planning and wealth management 

model
• A hybrid advice model

A few questions that emerge are:

• How do advisors incorporate automated algorithms into their 
practices for efficiency yet maintain their human empathy and 
emotional connection of value to the client relationship?

• Should we increase the use of automated discretionary accounts for 
more efficiency?

• Do our fee models need to shift from a performance basis to a 
modular add-on basis linked to specific services provided (i.e., tax 
planning, comprehensive financial planning, insurance and risk 
management, estate planning and support, etc.) 

Mark Harbour, CPA, CIMA®, CFA®, has served in various volunteer roles 
with the Investments & Wealth Institute and the CFA Society of Los 
Angeles. Contact him at harboal@ca.rr.com. 
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