ROBO ADVISORS VS. HUMAN ADVISORS

TRUSTING MAN OR MACHINE WITH THE BIG DECISIONS
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If you live on this planet with the rest of us, you make financial
decisions on a daily basis. Budgeting for vacations, keeping up with
monthly bills, and purchasing items for the home are par for the
course. However, when financial decisions begin to involve growing
a portfolio, college funding, business planning or estate planning,
the wisdom of consulting a professional financial advisor is clear.

Why would I let a robot give me financial advice?
It could save me money

What’s this about robots in

Many feel that using automated advisement will save them money.

the financial industry?

In general, the cost of the robo advisor is usually less than a
traditional investment advisor. However, you may want to read the

“In my day, we’d go downtown to see
a human to get investment advice.” It

hasn’t really come to that yet, but due

fine print in order to determine if there are additional fees for
services such as withdrawals, deposits, rebalancing or trades. These
types of fees tend to add up quickly. In addition, faulty decisions

to constant technological advances,

made on your behalf can be expensive. What if the algorithm

the availability of automated financial

doesn’t take into account something like the recent change you

planning is becoming more and more

made in your retirement contributions? Problems like this can be

common. Robo advisors, also known

difficult to solve and can end up costing you much more in the long

as e-advisors or digital advisors, are

run that what it would have cost to hire a human financial

beginning to capture the attention of

professional in the first place.

those who are seeking financial

services. In general, a robo advisor is
an automated investment service.
These services are generally provided
by using algorithms and giving out
formulaic advice based on
information input by the client.
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The CEO and founder of Centric Capital Advisors, Dusty Farber, CES,
explains the value of availability. "Having been a financial advisor
through the markets of 1987 and 2008, the best service I provided
was availability. Letting clients know that they have a qualified
investment professional in their back pocket is something
technology will never be able to quantify."

I am an experienced investor
Some feel that they have enough investment experience and don’t
need a human advisor. This is a valid point, and many investors may
end up feeling satisfied with the level of service they receive, even
though it is fully automated. In spite of this, those with a wealth of
experience have as much opportunity as anyone to run into an
unexpected issue or glitch that is nearly impossible to explain to an
algorithm. When markets turn south, as they tend to do
periodically, it can be reassuring to talk to a person who is familiar
with your “big picture” situation in order to make sure that your

I’m a new investor, and

capital is protected. These are the times when the understanding of

don’t have very much

a human advisor would be most welcome. In fact, many financial
advisors will tell you that they have their own financial advisors.

money to talk about
I don’t want to waste any time
Ask any financial planner, and they
will tell you that failing to plan is
planning to fail. Young investors who

Still others may be drawn to using a robo advisor because it seems
that it might save time and effort. No need to go to the trouble to

set an appointment and show up at someone’s office with a

are in the early stages of building

briefcase full of statements and financial information. Those who

assets would be wise to consult with a

do opt for non-human investment services may find that after all is

human investment professional. It’s

said and done, the time issue is a moot point. In order to get

never too late to sit down with a

comprehensive planning advice through algorithms, the client may

financial planner to discuss your
hopes and dreams. Many firms offer
incentives to those who are just

beginning the wealth building
process. The exciting part is that your
financial advisor can help you build a
practical plan that will ultimately lead
to the achievement of your financial
goals.
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find themselves spending more time than they bargained for taking
quizzes, filling out questionnaires, linking accounts and inputting
their own financial information into form after form.

Is the human touch really
necessary?
As efficient as a robo advisor may
seem, and as much information as it
may have on your accounts, your
personal data, and your risk

tolerance, the algorithms aren’t
acquainted with you, they don’t know
how you feel about your kids and/or
grandkids, and they don’t actually
take an interest in your future. They

Consulting a financial planner regularly sounds

haven’t watched you build your

really expensive

business or grow your family. They
don’t share your excitement over a

Financial advisors employ various fee structures. Some may charge

new baby, your firstborn leaving the

a fee for a certain service, while others may charge per trade. Other

nest for college, a child getting
married, or the birth of your first
grandchild. They don’t grieve with you
over the passing of a parent. All of

traditional advisors may have a fee based on the percentage of
assets under management. It is difficult, though, to put a price on
the advantage of the human touch. For instance, if the market
turns south unexpectedly, are you confident that your robo advisor
will make the best decisions on your behalf? Even though the

this may sound very sentimental, but

formulas may be correct, the automated advisor can only use the

life is full of ups and downs and

information you’ve provided to make those important decisions. It

seasonal transitions, and without

may be that only a narrow aspect of your overall financial picture is

taking into consideration the joys and

being taken into account by the algorithms.

sorrows that are part of life, a
financial planner is not fully able to

A human advisor is able to understand your financial history as well
as your goals for the future, your business, your family, and how

engage with you and collaborate with

you feel about important issues and can help you make important

you in order to help you reach your

decisions based on a more comprehensive picture.

goals.
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The Bottom Line
Any financial decisions you make are very personal.
This includes deciding whether to trust your financial
advisement to a robo advisor or to a human advisor.
Your stage of life, your financial circumstances, and
your current goals certainly mean that the approach
you decide to take with financial planning will be very
different from the next person. As with any important
decisions, do your research, and discuss the pros and
cons with those you trust. A human advisor with a solid
reputation and core values you can embrace is a good
place to start your discussion.
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